
 

  

 

 

 

 

 

 

 

Biweekly Newsletter 

 

MAY 26th 

Make sure you read the Guidelines Newsletter and the 

Disclaimer Newsletter before reading this newsletter. 

Stocks are struggling. It seems there will not soon be a 

trade deal between the US and China. The US is putting 

pressure on China and China is bullying back. Thanks to 

the blacklisting of Huawei, Google decided to cease doing 

business with Huawei. Meaning in the future Google will 

not be allowing any Google services like Gmail, Google 

Play, etc on Huawei devices. Some more US companies 

followed with the ban on Huawei. China says they will 

retaliate and are examining the options they have.  

This goes on and on. Very bad for the US China 

relationship and for the stock market. Stocks do not know 

where to go due to the enduring uncertainty. Either we get 

some kind of mutual beneficial deal and stocks can rise in 

the rest of the year. Or we might end up in a global 

economic turndown or even recession. According to 

Morgan Stanley a full-blown trade war could bring the 

world in a recession. 

Cyclical stocks as Arcelor Mittal, BMW or BESI are very 

volatile on the Chinese news. This might feel scary for 

some investors, but on the long-term these corrections 

and sell-offs might bring great returns as long as the ‘right’ 

stocks are being picked, meaning the companies that can 

survive bad weather.  

  

 

 

S&P 500 

 

In this newsletter one new opportunity is being discussed: 

• BESI (Class B) 

(Read the Guidelines Newsletter for explanations about the classes) 

Next to that I explain what has happened with two other 

portfolio stocks and how to go about them: 

• ARCELOR MITTAL (Class B) 

• GAMESTOP (Class C) 
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“Stocks struggling” 



 

  

BE SEMICONDUCTORS INDUSTRIES (BESI.AS) 

“Low debt & very cyclical” 

“Besi is a leading supplier of semiconductor assembly 

equipment for the global semiconductor and electronics 

industries offering high levels of accuracy, productivity and 

reliability at a low cost of ownership. Besi develops leading 

edge assembly processes and equipment for leadframe, 

substrate and wafer level packaging applications in a wide 

range of end-user markets including electronics, mobile 

internet, computer, automotive, industrial, LED and solar 

energy.” (Yahoo Finance). 

BESI has #1 and #2 positions in their key markets. In 

those markets they have over 30% market share. Around 

62% of their revenue comes from Asia of which around 

40% is estimated to come from China. They do not give 

the exact numbers in their company reports. With the 

trade war going on and the doubts about the Chinese 

economy it made sense the stock was under pressure in 

2018 and is under pressure again lately. The trade deal 

is at risk and the outcome can be bad for BESI as they 

get more or less 25% of their total revenue from China.  

 

 

Trade war & Cyclical 

According to me, a bad outcome of the trade war has 

been mostly priced in in the stock.  Next to the 

dependency on the trade talks, BESI’s business is very 

cyclical, but the longer-term prospects for the chips 

industry look very promising. There is no reason to doubt 

about the future potential of the consumer electronics 

and the IOT and the huge amount of sophisticated chips 

that is being needed. Applications for the emerging digital 

society are key long-term drivers: Internet of Things, AI, 

Big Data, Cloud computing, 3D imaging, 5G network roll 

out, etc.  

The figure below shows what the expectation in the 

market is regarding the chips assembly equipment 

market. A weak year in 2019, followed by much better 

years. 

Currently the stock price is mainly being driven by the 

trade war and the 2019 expectation which is 

disappointing.  

  

STOCK BESI (BESI.AS) 

PRICE €20.78 

MARKET CAP €1.54bln 

EST EPS 2019 €1.30 

P/E 2019 16 

NET DEBT/EBITDA ≈ 0 

DIVIDEND YIELD 5.4% 

  

 



 

  

 

First quarter results of BESI were way below 2018Q4. 

Only positive point from the table is that BESI was able to 

get 83mln euro worth of new orders in.  

  

BESI has a 14.5% market share in the total assembly 

equipment market. In the parts of the assembly market 

where BESI makes their revenue, the Die Attaching and 

Packing, BESI has respectively 44.2% and 17.1% market 

share.  

Earnings per share 

In the last year a lot of bearish signals came in and BESI 

expects the assembly equipment market to decrease by 

12% in 2019 and increase with 10% again in 2020. Half 

of the assembly market is represented by die attach and 

packaging, the markets BESI is strong at. EPS for 2018 

has been 1.85 per share. Expected EPS for 2019 will be 

lower as the trade war brings uncertainty and BESI 

expects the markets for semiconductors to be weaker in 

2019 and stronger again in 2020. Expected earnings for 

2019 will be around 1.30 euro. The stock has a 2019 PE 

of around 16 which is high as 2019 is expected to be not 

a very profitable year. For a cyclical stock as BESI it is 

not that useful to just look at the PE when opening a 

position. The PE is very volatile as the business is very 

cyclical. It is all about the longer-term prospects. It is all 

about the earnings capacity potential in the upcoming 

years. You will not buy BESI if you believe that there will 

only be slow or moderate growth in the long term (>3 

years). You buy BESI because you believe the chip 

market will grow further and further and EPS of BESI can 

top 3 or 4 euro in the future (>3 years). 

For a revenue and net income (earnings) overview, see 

the following overviews. 

 

 

 



 

  

 

As mentioned, I expect the net income and revenues to 

be volatile but over time significantly increasing. As BESI 

makes around 62% revenues in Asia (25% in China), the 

dependency on outcome of the trade talks is large. 

 

Net cash position 

BESI has a net cash position of €230mln (€507mln cash 

and €273mln debt). BESI pays a dividend that is between 

40% and 100% of the net profit. As the EPS is very 

volatile, the dividend will be as well. The positive thing is 

that management is distributing quite a bit of the earnings 

to the shareholders. Because of the growing net cash 

position, I would expect them to keep doing that. Over 

2018 they paid out a dividend of 1.67 euro, a payout of 

nearly 90% of the EPS. Next to that BESI is buying back 

shares every year and very eager to keep doing that. 

They currently are in the middle of their €75mln buy-back 

program (5% of outstanding shares) 

Taking a position in BESI? 

BESI has been growing quickly in the last couple of years 

and I would expect BESI to do very well in the future 

when the chip market improves again. I think quite some 

bad news has been priced in the stock. Moreover, BESI 

has a net cash position and can weather further 

downturns in the market relatively easy.  Though, with 

the very volatile stock price and the uncertainty around 

the US China trade war not decreasing yet, I would wait a 

bit longer before opening a position. Below 20 euro I will 

consider opening a position. And in case there is 

significant positive news around the trade deal or the 

world economy I might open a position as well. For a 

stock like BESI it is fine to open a position at a significant 

higher price if there is much less uncertainty. The uptrend 

can be very strong as we saw in the beginning of this 

year. BESI is a stock that can easily jump over 30 in case 

the prospects turn significantly better again. On the other 

side, if the trade war really escalates and the world 

economy approaches a recession, the stock can go well 

below €20, probably reaching €15. In that case we will 

not see strong demand for semiconductors in the 

upcoming year(s). It is a scenario to consider and also 

the reason that I do not want to enter too easily in the 

stock yet. 

 



 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ARCELOR MITTAL (MT.AS) 

“Down, down, down” 

“ArcelorMittal, together with its subsidiaries, owns and operates 

steel manufacturing and mining facilities in Europe, North and 

South America, Asia, and Africa. It operates through five 

segments: NAFTA, Brazil, Europe, ACIS, and Mining. The 

company produces finished and semi-finished steel products 

with various specifications. Its principal steel products include 

semi-finished flat products; finished flat products comprising 

plates, hot- and cold-rolled coils and sheets, hot-dipped and 

electro-galvanized coils and sheets, and tinplate and color 

coated coils and sheets; semi-finished long products, such as 

blooms and billets; finished long products, including bars, wire-

rods, structural sections, rails, sheet piles, and wire-products; 

and seamless and welded pipes and tubes. The company's 

principal mining products comprise iron ore lumps, fines, 

concentrates, pellets, and sinter feeds; and coking and thermal 

coal, and pulverized coal injections. It provides its steel products 

to the automotive, appliance, engineering, construction, energy, 

and machinery industries.” (Yahoo Finance). 

In the newsletter of the 12th of April, Arcelor Mittal had 

been discussed. By then it was trading at €19.60 and we 

opened a small 2.5% position. Main reasons to open the 

position were that Arcelor made over €4 per share in 2018 

and then that the market seemed to price in a profit 

decrease of over 50% to happen in the upcoming years. 

  

STOCK Arcelor Mittal (MT.AS) 

PRICE €14.01 

MARKET CAP €7.2bln 

EST EPS 2019 €3.00 

P/E 2019 4.7 

NET DEBT/EBITDA ≈ 1.0 

DIVIDEND YIELD 1.4% 

  

 

Allocation  2.5% 

Recommendation Buy < €20 

Current level  €20.78 

Target level  € 30(44%) 

Bad case  €16 (23%) 

Class   B 

 

Execution idea:  

Buy 2.5% of your portfolio below €20.00, extra buys 

after more uncertainty is gone around the trade war. 



 

  

Which seemed on the pessimistic side. Next to that, 

Arcelor has been deleveraging the business a lot in the 

last years and will not easily get into problems in a 

downturn.  

Stock crashed 

Since the 12th of April, Arcelor stock has crashed. This was 

mainly triggered by the crash of the trade deal between 

the US and China. 

 

The escalation of the trade conflict increases the chances 

for a global downturn and can have severe consequences 

for the profitability of Arcelor. Moreover, the general 

believe that the bull market is over has been strengthened. 

This together created a storm and brought the share to the 

current level of €14.01. In the newsletter of the 12th of April 

this scenario was discussed. The scenario in which the 

market would expect revenues to decline a lot and 

profitability to fall back to levels close to 0. I mentioned that 

the stock could fall to levels below €15. 

Q1 results 

The CEO Lakshmi Mittal: 

"Our first quarter results reflect the challenging operating 

environment the industry has faced in recent months. Profitability 

has been impacted by lower steel pricing due to weaker 

economic activity and continued global overcapacity, as well as 

rising raw material costs as a result of supply-side developments 

in Brazil. We continue to face a challenge from high levels of 

imports, particularly in Europe, where safeguard measures 

introduced by the European Commission have not been fully 

effective. Although we are somewhat encouraged by the firmer 

price environment in China, this is not being reflected in Europe 

where in order to adapt to the current market environment we 

have recently announced annualized production cuts of three 

million tons in our flat steel operations. It is important there is a 

level playing field to address unfair competition, and this includes 

a green border adjustment to ensure that imports into Europe 

face the same carbon costs as producers in Europe. We remain 

focused on our own initiatives to improve performance through 

delivery of our Action2020 plan. Generating positive free cash 

flow, demonstrating progress in our efforts to further strengthen 

our balance sheet and improve shareholder returns are the 

priority.” 

 

EBITDA decreased significantly versus 2018Q4 and even 

more versus 2018Q1. The reason for the drop in EBITDA 

is primarily driven by weaker operating conditions 

(negative price-cost effect (PCE)) reflecting both the 

lagged impact of the decline in steel prices from 2018Q4 

and higher raw material prices. This was partly offset by 

higher steel shipments.  

 



 

  

 

Total steel shipments in 1Q 2019 were 7.9% higher 

primarily due to higher steel shipments in Europe (+14.4%, 

due in part to full scope effect of ArcelorMittal Italia) and 

NAFTA (+2.8%), offset in part by lower steel shipments in 

Brazil (-5.7%). Excluding ArcelorMittal Italia, steel 

shipments were 5.0% higher vs. 4Q18. 

The net debt position of Arcelor increased. This was 

completely due to the new IFRS16 guideline that requires 

all operating leases to be recognized on the balance sheet 

as debt. 

 

 

 

This also means that the net debt target goes from €6bn 

to €7bn.  

 

Cutting production in Europe 

As mentioned in the comments from the CEO, Arcelor 

decided to lower their production with 6%. The European 

Commission in Brussel has not been able yet to come up 

with effective measures to decrease the steel dumping 

(mostly by China) in Europe. This steel dumping pressures 

the steel price. Because of this, Arcelor decided to reduce 

their steel production.   

What now? 

Arcelor has the problem that the prices of their products 

cannot really be increased to stay competitive. On the 

other hand, their raw material (input) prices have gone up. 

This has significantly impacted the EBITDA and with that 

the net income which was only €0.41 a share in Q1. Net 

income was also affected by an impairment charge of 

€150mln. Without that impairment the net income would 

have been around €0.55 per share. Currently there is no 

sign (yet) that demand is falling of a cliff. Demand is still 

strong and Arcelor still expects global steel demand to 

grow (except for Europe) quicker than before was 

predicted.  

 



 

  

The problem currently is that it is very difficult to predict 

what a bad outcome for the trade talks between China and 

the US will mean for the future demand. Arcelor is 

depending a lot on the demand in Asia.  In combination 

with the increase in raw materials pricing this has led to a 

strong sell off in the stock.  

Looking at where the stock price currently is and knowing 

where the earnings potential can be (like in 2018) it seems 

that quite some pessimism is priced in. In case we go into 

a downturn, Arcelor can stand bad weather and might 

even be able to do interesting acquisitions to consolidate 

the business. I have no doubt about the longer-term 

existence and ability to be significantly profitable. The 

doubt is that the market can sell it off even more in case 

the trade talks collapse. On any good significant news 

regarding the trade talks or on favorable pricing 

developments (raw materials versus steel price) I would 

quickly increase the position which might be at significant 

higher levels (in the mid to high teens). For now, I am 

willing to put 2.5% extra in Arcelor at the current price. 

 

 

 

 

 

GAMESTOP CORPORATION (GME) 

“Unclear path, market sentiment very bearish” 

“GameStop is a family of specialty retail brands and we are a 

global retailer of multichannel video game, pop culture 

collectibles, consumer electronics and wireless services, 

operating more than 5,800 stores in 14 countries across Europe, 

Canada, Australia and the United States” (Yahoo Finance). 

GME is together with PostNL and Arcelor Mittal, the worst 

performer of this newsletter so far. Like with Arcelor Mittal, 

I want to give you an overview of what happened with the 

company in the last months and how the future might look 

like. As I have mentioned in the newsletter of the 15th of 

February, GME is only suited for an offensive risk-taking 

portfolio. GME might not be around anymore in 5 years as 

they are currently in the dying market of selling physical 

new and pre-owned games. As explained in the Feb 

newsletter there is no doubt about that the gaming world 

will become all digital and online in the upcoming 5 to 15 

years. The upside scenarios that I gave in Feb were based 

on the very solid balance sheet with $4 per share of net 

cash and an expected EPS of more than 2$ per share. 

Scenarios were that a Private Equity (PE) would takeover 

GME to ‘milk out’  the business or that GME would find a 

highly skilled CEO who could start turning around the 

  

STOCK GAMESTOP (GME) 

PRICE $7.68 

MARKET CAP $785mln 

EST EPS 2019 $2.00 

P/E 2019 3.9 

NET DEBT/EBITDA ≈ 0 

DIVIDEND YIELD 19.8% 

  

 

Allocation  Increased to up to 5% 

Recommendation Buy extra 2,5% < €15 

Current level  €14.01 

Target level (updated) €24(71%) 

Bad case (updated) €12 (-14%) 

Class   B 

 

Execution idea:  

Buy an extra 2.5% below €15.00 and keep more 

buying power for later depending on the US China 

talks. 



 

  

company in a direction with no massive declining revenues 

or a shareholder friendly use of the excess cash in the 

form of a super dividend or a massive buyback program to 

get the shorters out of the stock. 

What has happened so far at GME? 

The stock price has tanked. In Feb the stock was trading 

above $11. In the meantime, $0.38 in dividend has paid 

out. Currently the stock is trading just below $8. Close to 

30% down since Feb.  

 

Did GME find a new CEO? 

In Feb I mentioned that GME was looking for a new CEO 

and that they should find a very skilled CEO with 

experience in the field. GME has found a new CEO. 

George Sherman was appointed new CEO on the 21st of 

March. Sherman has extensive experience in companies 

that need to make a turnaround in the retail sector. Most 

recently Sherman was CEO of Victra, the largest exclusive 

authorized retailer for Verizon Wireless products and 

services. Previously, he's held positions at Advance Auto 

Parts, Best Buy, Home Depot, and Target. His experience 

is a good thing. But he has not yet come with an interesting 

plan of how-to turnaround GME. It has been rather vague 

and not very exciting so far what GME has shared with 

their shareholders. In the latest earnings call of early May 

they announced a performance improvement plan which 

could lead to $100mln a year extra in operating profit, a 

buyback program of $300mln and that they have created 

new partnerships with players in esports.  

Turnaround? 

A potential turnaround can be becoming successful in 

esports. But GME has been too vague so far. They are 

getting more involved in esports and they recently opened 

together with esports company Complexity Gaming the 

doors to the highly anticipated GameStop Performance 

Center HQ in Frisco, Texas. The facility located at the 

Dallas Cowboys training site is described as where 

esports athletes are treated like professional sports 

athletes. With initiatives like these GME tries to drive traffic 

to their stores and tries to make sure that esport players 

stay committed to GME. GME wants their stores to 

become places where esport players hang out and spend 

money. GME is not able to give any guidance or how 

future P&L can be impacted by the new initiatives. More 

time is needed here. The market does not like waiting and 

is not rewarding GME (yet) for the esports initiatives.  

Takeover? 

That is always a possibility for a company like GME with 

such a healthy balance sheet. For this to happen we 

probably first need to see any signs of improvement in 

earnings of GME or success in the esports area. Recently 

GME has been paying back a large portion ($350mln) of 

their $800mln debt and they currently have nearly $5 of 

net cash. It is very likely that a PE can buy GME, pay 

themselves a super dividend and milk out the rest of the 

company after which they can close the company after 5 

years and have made profit. If GME does invest their 

money wisely or returns it to shareholders, their solid 

balance sheet will be a floor in the stock price that cannot 

be far away from the current level. 

 

 



 

  

Shareholder friendly? 

GME announced a new $300mln share buyback program 

during the earnings call in early May. At the current price 

that would mean they could buy back over 35% of all the 

outstanding shares. This will probably scare off shorters in 

the stock. 38% of all shares is shorted. Buying back >35% 

of the shares will also bring down the dividend amount by 

that percentage. GME could also cut (or skip) the dividend 

and buy even more shares back. GME announced that 

they would buy back shares at opportunistic levels. 

According to a recent released statement, GME has not 

bought back many shares yet since early May. This is 

worrying the market. Is GME going to distribute the excess 

cash position in a shareholder friendly way? Or are they 

going to spend it all on new projects that might fail and can 

destroy the shareholder? Or is GME keeping all the cash 

on the balance sheet to find a buyer? It is unclear and that 

makes the stock tricky at the moment. 

Buy more GME? 

As discussed, there are multiple scenarios that bring the 

stock towards much higher levels. Somewhere between 

$10 and $15. The problem we are currently facing is that 

management has not been clear enough yet on the 

strategy they want to follow with the company. Due to this, 

lots of analysts have downgraded the company and the 

stock tanked more on that. I think the best strategy is to 

increase the position after management takes away (at 

least some) significant uncertainty around the use of the 

excess cash and the company strategy. It might mean we 

have to increase the position at higher levels ($9+) but at 

least we do not trade in the dark. Just loading up because 

the share goes down is a very tricky strategy as it will once 

in your life lose you more money than you feel comfortable 

with. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Allocation  3.75% 

Recommendation Wait 

Current level  $7.68 

Target level (updated) $12.50 (63%) 

Bad case (updated) $6 (-22%) 

Class   C 

 

Execution idea:  

For the moment it is advised to wait and see what 

GME management is up to. 



 

  

UPDATE POSTNL (PNL.AS) 

Not much more news on PostNL. The share keeps on 

going down. Sentiment seems to be very negative and the 

selling pressure is aggressive. For the tracking portfolio I 

have built up a position with allocation 10%. Meaning if you 

agree with the analysis, I would put up to 10% of your 

portfolio in the stock. I would not want to put in more than 

10%, unless there is a “no-brainer scenario”, as PostNL 

can then become too big of a risk for the overall 

performance of the portfolio.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

COMBINED PORTFOLIO 

 
The execution idea column represents the allocation if you would follow the execution idea for 

the stock which often means buying stocks based on the price development. 

OFFENSIVE PORTFOLIO (Deep value/Distressed) 

 

DEFENSIVE/NEUTRAL PORTFOLIO (Safe and Quality) 

 

AUTHOR 

Sven Hubens, owner of Hubens Capital. Traded nearly 8 years 

successfully for Optiver as an option trader. Experienced the 

different ways in which markets can behave. Expert in assessing 

risk rewards. With this newsletter I want to show you some 

insight in favorable risk reward trades for your personal portfolio. 

Especially in the smaller stocks, huge opportunities now and then 

arise. Because of algorithms causing it, or illiquidity, tax loss 

selling, short sellers, etc. 

TRADING LESSON 

“More money is lost waiting for corrections than in them” 

The best long-term asset class is equities. It will bring you the 

most return on the long term. A market crash like in 2008 is a 

rare event and happens maybe only once in 30 or 40 years. You 

can wait for market crashes, though it is useless trying to predict 

them. Moreover, waiting is very expensive. Equities yield on 

average between 7% and 8% a year. Probably quite some 

people would have sold of their shares in 2013 when the S&P500 

was back at the all-time high around 1500. This probably seemed 

very exciting as the crisis in 2008 brought the S&P below 700. 

Say you would have sold in 2013 to wait for a next correction or 

crash. Quite costly. The index kept on ticking up in the years after 

and trades close to 2800 currently. Missed out on nearly 100% 

excluding the dividend!. If you now get a crash of 50%, you still 

wouldn’t have made any money by waiting. Quite some research 

has been done and the main takeaway has always been:  

“Even if you believe the probability of a correction is high, it’s far 

from certain. And when the correction doesn’t happen, the 

expected opportunity cost of having waited is much greater than 

the expected benefit” 

The takeaway for the investor is to make sure to have a balanced 

portfolio, not taking too much risk by betting on the same horse. 

And have a large amount of the money, that you do not need for 

the upcoming 5-10 years, invested in the stock market. 

Stock Class Execution idea

Aegon (AGN.AS) A <3.75%

Arcelor (MT.AS) B <5.0%

BMW A <7.5%

CATO (CATO) C <2.5%

Data I/O (DAIO) C <5.0%

Earthstone (ESTE) C <5.0%

ETM (ETM) C <5.0%

GameStop (GME) C <3.75%

Macy's (M) B <7.5%

Neways (NEWAY.AS) B <3.75%

PostNL (PNL.AS) B <10%

Vastned (VASTN.AS) A <7.5%

AT&T (T) A <3.75%

Lee Enterprises (LEE) C <2.5%

Stock

CATO (CATO)

Data I/O (DAIO)

Earthstone (ESTE)

Entercom (ETM)

GameStop (GME)

Lee Enterprises (LEE)

Stock

Aegon (AGN.AS)

Arcelor (MT.AS)

AT&T (T)

BMW (BMW3.DE)

Macy's (M)

Neways (NEWAY.AS)

PostNL (PNL.AS)

Vastned (VASTN.AS)

 


