
 

  

 

 

 

 

 

 

 

Biweekly Newsletter 

 

JUNE 7th 

Make sure you read the Guidelines Newsletter and the 

Disclaimer Newsletter before reading this newsletter. 

With the inversion of the yield curve and the trade war that 

has been escalating in the last weeks, most investors and 

banks expect a recession somewhere next year. The 

question is if this is somewhat priced in the stock market 

or not. You would expect so, if most people expect the 

recession to happen. Still it remains difficult to say. 

Historical data might not give a strong clue. Currently we 

are in a very low interest rate environment. If the stock 

market and the economy worsen, the FED will lower rates 

quickly. Money stays cheap and companies pay low 

interest amounts on their debts. Though, I would be careful 

investing in stocks with too much debt. You need to invest 

in stocks that can at least weather a strong economic 

downturn like a recession. 

The question in the market remains, where do people 

need to put their money? Bonds do not give you much 

yield, neither does your bank account. I am not convinced 

the stock market will sell off as heavily as in Q4 of 2018 in 

case of a recession. 

Maybe we are at the start of a lower inflation era where 

you need to be happy with 4 or 5% annual returns, 

meaning a stock index with a forward PE of 20 to 25? 

Currently the S&P trades with a PE of 21. 
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In this newsletter two new opportunity is being discussed: 

• FORD MOTOR (Class B) 

• NOKIA (Class B) 

(Read the Guidelines Newsletter for explanations about the classes) 

Next to that I explain what has happened with: 

• GAMESTOP (Class C) 
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FORD MOTOR COMPANY (F) 

“Well prepared for the electrical era” 

Ford Motor Company designs, manufactures, markets, and 

services a range of Ford cars, trucks, sport utility vehicles, and 

electrified vehicles worldwide. It operates through three 

segments: Automotive, Mobility, and Ford Credit. The 

Automotive segment sells Ford and Lincoln vehicles, service 

parts, and accessories through distributors and dealers, as well 

as through dealerships to commercial fleet customers, daily 

rental car companies, and governments. The Mobility segment 

designs and builds mobility services; and provides self-driving 

systems development and vehicle integration, autonomous 

vehicle research and engineering, and autonomous vehicle 

transportation-as-a-service network development services. The 

Ford Credit segment primarily engages in vehicle-related 

financing and leasing activities to and through automotive 

dealers. Ford Motor Company was founded in 1903 and is based 

in Dearborn, Michigan” (Yahoo Finance). 

Most car companies are very busy getting into the 

electrical car domain. Most people are still talking about 

Tesla when talking about electrical cars, but other car 

companies do a lot of investments and make great 

progress too. Earlier on I have discussed Daimler and 

BMW who are on the right track moving forward. Ford is 

so as well. The interesting thing of Ford is that they have 

a high market share in trucks in the US. The strong 

presence in trucks provides Ford with some stability and 

gives them a competitive advantage going forward as the 

truck market is less competitive than the passenger car 

market.  

When looking at the total car sales in the US over the last 

years one can see that sales of trucks have been 

increasing since 2008 while car sales have gone down in 

recent years. 

 

Stock Price Ford 

 

Ford is one of the largest automobile companies in the 

world. Ford’s sales are weighted towards SUVs and 

trucks. Overall, Ford has a 14% market share in the US.  

  

STOCK FORD (F) 

PRICE $9.75 

MARKET CAP $38.9bln 

EST EPS 2019 $1.35 

P/E 2019 7.2 

NET DEBT/EBITDA ≈ 2.8 

DIVIDEND YIELD 6.2% 

  

 



 

  

 

Ford is much more successful in the domestic market than 

in the international markets. This is a bit of an 

understatement. As you can see below Ford makes all 

their EBIT in the US and loses small in the international 

markets. Ford is organized very well within the US and 

makes most of the revenues on their truck division. GM 

and Ford are the market leaders within the truck space, a 

popular and very profitable division in the US. Outside the 

US, Ford is having much more competition, less well 

structured, pricing to be less favorable and is much less 

sales weighted towards trucks and SUVs. With a new 

restructuring going on, Ford will try to increase profitability 

outside the US. 

 

As mentioned nearly all the EBIT and profit is being made 

in the home market, North America. This also means that 

Ford can be impacted significantly if the US economy will 

weaken. This can be a result of a possible escalation of 

the trade war. 

A positive thing is that Ford has been able to shorten 

product cycles a lot. With the upcoming electrical market 

focus and changing demand of the customer, Ford can 

quickly shift gears. They are investing in bringing down the 

product cycle drastically. 

 

Next to the dominant position Ford already has in trucks 

and SUVs, management sees an interesting opportunity in 

the off-road segment and has decided to compete one-on-

one with Jeep. According to management, the off-road 

segment can add another $1bln in EBIT after 2021. 

Ford has made tremendous progress in developing the 

electrical truck of the future. One of the highlights of 2019 

is that Ford is investing $500mln into Rivian, a Michigan-

based electric vehicle (EV) startup and will use the 

company’s unique battery architecture to develop a yet 

unnamed vehicle. For Ford, it’s an additional investment 

into electrification on top of the $11-billion dollars its 

spending to build a comprehensive EV product portfolio. 

Financials 

 



 

  

Ford had a very solid start of 2019. Revenues decreased 

a bit, but Ford was able to generate a higher EBIT margin 

year on year. This one went up from 5.2% to 6.1%. This 

resulted in a solid Q1 with a net income of $0.44. Slightly 

above Q1 2018.  

 

 

As can be seen below, the passenger car business has 

been detoriating, but the SUV and Truck sales have gone 

well. Ford expects to be able to further drive growth in the 

SUV and trucks business and will try to minimize sales 

loss on the passenger cars by focusing on the more 

profitable models. 

 

Consensus is that revenue will come in around $145bln in 

FY2019 and FY2020. Expected EPS for 2019 and 2020 is 

around $1.35 which brings the forward P/E around 7.3. A 

deteriorating world economy can put significant pressure 

on this. 

The CEO: 

“With a solid plan in place, we promised 2019 would be a year of 

action and execution for Ford, and that’s what we delivered in the 

first quarter. We’re pleased with the progress and the optimism 

that it brings. Our global team continues to restlessly strive to 

improve our operational fitness, delight customers with ever-

improving vehicles and services, and prepare Ford to win in the 

future. Our goal remains to become the world’s most trusted 

company, designing smart vehicles for a smart world.” 

As mentioned, Ford is really going for that 

truck/SUV/utilities market and scaling back down on 

smaller passenger cars where the margins are not 

satisfying. See below. 

 

I think the focus on the truck/SUV market is a good thing, 

as Ford can really distinguish themselves there. Most car 

companies are having trouble with passenger car sales. 

Even if those sales pick up, competition will be high. In the 

 



 

  

truck/SUV business there is less competition and with the 

focus on electrical trucks there is still a lot to gain for Ford.  

The Dividend 

The dividend is $0.60 a year, meaning more than 6% 

annually. The dividend is safe as the expected payout ratio 

will be below 50%. In case of no further escalations in the 

trade war, this dividend has a good chance to be increased 

in the upcoming years.  

Downside risks 

Currently for every stock that has exposure to the trade 

war, there are risks. Like General Motors, Ford does 

produce cars in Mexico and imports them back into the 

US. So Mexican tariffs can put pressure on the business. 

Next to that the trade war with China can escalate further 

which means bad news for the US consumer. This can 

translate in lower demand for cars and trucks. These 

downside risks exist for a lot of companies and it is 

essential to take this risk into account when deciding on 

the size, levels and timing of a long position in a stock.   

Long Ford 

In the current uncertain economical landscape, I would be 

cautious with to quickly entering (large) positions in 

individual stocks. Due to the trade war, an analysis can 

change quite quickly. Ford is a healthy and attractively 

valued business that pays over 6% dividend. The future 

looks bright for Ford. Most likely Ford will be able to 

increase sales and profits due to the chances they have in 

the truck and SUV space. Initiating a position around the 

current level seems fine. Do not buy extra on small dips. 

Volatility in the stock market will remain explosive at times. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Allocation  2.5% 

Recommendation Buy < $10 

Current level  $9.75 

Target level  $14 (44%) 

Bad case  $8 (-18%) 

Class   B 

 

Execution idea:  

Buy 2.5% of your portfolio below $10 and 2.5% more 

below $9 in case of no strong negative news. 

 



 

  

NOKIA (NOKIA.HE) 

“5G master” 

 “Nokia Corporation engages in the network and technology 

businesses worldwide. The company operates in four 

segments: Ultra Broadband Networks, Global Services, IP 

Networks and Applications, and Nokia Technologies. It provides 

hardware, software, and services for telecommunications 

operators, enterprises, and related markets/verticals, including 

public safety and Internet of Things (IoTInc. Nokia Corporation 

was founded in 1865 and is headquartered in Espoo, Finland.” 

(Yahoo Finance). 

Everybody knows Nokia from the years 1998-2006 when 

it was famous for their mobile phones. They were very big 

in the years before Apple came with their well-known 

iPhone. Nokia became the world’s largest mobile phone 

company in 1998. Between 1996 and 2001, Nokia’s 

turnover five folded. Nokia was the first company to 

produce a phone with a built-in camera in 2001. After 2003 

Nokia started to lose market share to their rivals. They had 

a market share of 40% and it started deteriorating. 2007 is 

the beginning of the disaster for Nokia. Nokia is forced into 

one of the world’s largest product recalls ever after battery 

problems, but by far the biggest problem for Nokia is that 

Apple launched their iPhone. The rest of the story we 

know. Nokia is “nowhere” anymore in the mobile phone 

business. In the last years, Nokia has been working on the 

5G network and they are expected to become very 

successfully in that in the upcoming time when 5G gets 

rolled out.  

5G 

5G is a huge improvement compared to 4G. With the main 

focus of 5G meeting the Internet of Things (IoT) 

requirements for the upcoming years. 5G uses different 

kinds of antennas, operates on different radio spectrum 

frequencies, connects many more devices to the internet, 

minimizes delays, and delivers ultrafast speeds. 

´ From the first trials to the first roll-outs, 2018 was the year in 

which 5G became a commercial reality. It is my firm belief that 

we now stand at the start of a meaningful, long-term technology 

trend that bodes uniquely well for Nokia. 5G will power networks 

that connect sensors, machines, platforms, systems and people 

in one seamless, automated ‘whole’. This fundamental shift in 

network design will require several different stages of 

investment, each of which leads naturally to the next. Nokia’s 

unique, end-to-end portfolio includes products and services for 

each stage of this process, leading to a virtuous cycle of 

investment that only Nokia can truly take advantage of´(Annual 

Report 2018 Nokia) 

Stock Price Nokia 

 

 

  

STOCK Nokia (NOKIA.HE) 

PRICE €4.42 

MARKET CAP €24.7bln 

EST EPS 2019 €0.27 

P/E 2019 16.4 

NET DEBT/EBITDA ≈ None. Net Cash position. 

DIVIDEND YIELD 4.5% 

  

 



 

  

To get a bit of a feel for the company Nokia, see below the 

revenue share per region. Nokia gets the majority of the 

revenue from Europe and North America. Going forward, 

it is important to mention that Nokia is the only mobile 

network company that will be able to roll out 5G worldwide. 

  

Nokia makes most of their revenues from communication 

server providers like companies as AT&T and Verizon for 

example. 

 

 

Nokia Networks 

Nokia Networks is Nokia’s corporation’s largest division. 

 

Nokia Networks is the world’s third-largest telecom 

equipment manufacturer. It focuses on building 5G 

networks for operators. In the US, Nokia competes with 

Ericsson, while Huawei and ZTEC were banned. 

Outlook 2019 & 2020 

Nokia expects to make €0.25-0.29 a share and €0.37-0.42 

in 2020. This outlook has been confirmed at the Q1 

earnings which were disappointing. Due to a slowly 

evolving 5G ecosystem, the results were below 

expectations.  

Nokia's outlook 

 

Nokia expects the world to be accelerating faster towards 

5G in the second half of the year. The outlook of Nokia 

depends heavily on the readiness of communication and 

service providers to use 5G and Nokia’s integration speed 

of 5G. As mentioned, Nokia is the only company with 

worldwide 5G coverage. It is important for Nokia to be the 

leader in the 5G, which makes it relatively easy if 5G does 

not get further delayed. Telecom companies need the 5G 

network for their future earnings and make deals with 

Nokia. According to the CEO of Nokia, Rajeev Suri, 5G 

revenues are expected to grow sharply in the second half 

of the year, driven by the 36 commercial wins Nokia did to 

date.  

Positive fact for Nokia is that most western countries avoid 

networks of Chinese companies like Huawei and ZTEC 

after all the allegations of possible espionage. This makes 

 



 

  

Western companies and governments prefer to do 

business European companies like Nokia.  

Net Cash position 

Nokia has a net cash position: the amount of cash is 

higher than the amount of debt. The net cash position is 

around €2.0bln (just more than €0.30 per share). 

Moreover, they pay a 4.5% annual dividend (€0.20). They 

have paid this for the last years, even when they were 

not making much money or even losing. At least this 

shows willingness to return capital to the shareholders. 

With the outlook that they have for 2019 and 2020 the 

dividend seems relatively safe.  

Downside scenarios 

Main downside scenario here is that the integration of 5G 

gets delayed. This can be due to an economic downturn 

or technological drawbacks. As 5G is the main driver for 

the upcoming years for Nokia’s performance, a delay can 

worsen the outlook for 2019 and 2020 significantly and will 

let the share price come down more.  

Next to that, a delay in 5G brings also the opportunity for 

competitors to progress and making the 5G landscape 

more competitive. This can put the performance of Nokia 

under pressure. 

Long Nokia 

Nokia is attractive for opening a position because of: 

➢ Expected uptick in financial performance in the 

upcoming years due to the roll out of 5G. 

➢ Worldwide leader in 5G 

➢ Chinese competitors facing headwinds due to 

espionage concerns. 

➢ Dividend of 4.5% 

➢ Strong balance sheet with more cash than debt 

which enables them to comfortable survive in an 

economic downturn. 

At the current level, it seems fine to open a position in 

Nokia and monitor the economic developments in the 

upcoming months and the progress that Nokia makes 

with the 5G roll out and the contracts they win. 

 

 

 

 

 

 

 

 

 

Allocation  2.5% 

Recommendation Buy < €4.5 

Current level  €4.42 

Target level  €6 (+47%) 

Bad case  €3.5 (-23%) 

Class   B 

 

Execution idea:  

Buy 2.5% of your portfolio below €4.5 and an extra 

2.5% below €3.75 in case of no strong negative news. 



 

  

UPDATE GAMESTOP (GME) 

GME announced their earnings last Tuesday after the 

close. The earnings in combination with the 

announcements have triggered a massive sell off to below 

$5. 

Earnings 

Q1 earnings were slightly better than expected and came 

in at $0.07 per share versus -$0.03 expected. Though, the 

revenue was below expectations at $1.55bln (expected 

was $90mln higher). Pre-owned game sales were down 

20% year on year. This was a bit worse than expected. As 

we know, the pre-owned game segment is deteriorating 

quickly in the last years and will die out slowly. Hardware 

sales were down 35% year on year as we are currently at 

the late stages of the PS4 and Xbox One cycle. In the end 

of 2019, it is expected that new hardware is launched by 

Sony and Microsoft. All in all, we can say that the figures 

alone did not surprise the market that much. Though, 

probably only part of the downticks is explained by the 

weaker than expected demand for pre-owned games and 

hardware sales and the overall miss on total revenues. 

Without a dividend cut and the decision not to buyback 

shares, I do not think the shares would have been trading 

massively lower. Probably up to 5% lower. 

Dividend cut 

The reason for the selloff was mainly due to the fact that 

GME cut the dividend completely. The market is shocked. 

GME has a healthy balance sheet with enough cash to 

keep on paying the dividend and in that way returning 

capital to the shareholders. A lot of shareholders were 

holding GME because of the dividend. The dividend was 

$1.52 annually. The market expected it to be cut in half or 

even not touched at all. A complete cut of the dividend was 

not foreseen and is a surprise. 

No share buy-backs 

Another setback is that GME did not announce extra 

buybacks of the stock. Shareholders were at least 

expecting extra buybacks in case of a cut of the dividend. 

Moreover, they have not even bought a single share in the 

last quarter in the current $300mln buyback program. It 

looks like they are not going to buy back any shares soon 

with the current buyback program.  

What then? 

Management is paying back more debt and using the cash 

for a transformation of the company. The goal is to make 

GME more efficient. GME expects to be able to cut costs 

to a run rate of $100mln a year by the end of 2019. Next 

to that they want to get more involved in the esports area 

and further optimize their stores (and probably close 

many). As the new CEO just arrived at GME a month ago, 

he could not give exact details yet of the plan. He is not 

expecting to have to do any acquisitions. This might all 

work out in the end, but the uncertainty for shareholders 

returns has increased a lot. 

Uncertainty 

Because the excess of cash is not being distributed to the 

shareholders, the faith of the shareholders is tied to the 

transformation of the business. If management is not able 

to turn the company around or at least able to make sure 

the revenues don’t keep declining at the current pace, then 

the company might slowly bleed. The stock price might be 

under more pressure as dividend players went and go out 

of the stock and short sellers do not need to worry about 

the dividend anymore either. 

 



 

  

Activist/takeover 

Turning around the company will take time. More than 

months might go by before any progress of the turnaround 

might be visible. Till then there remain upside triggers in 

the share. Those could be activist actions against the 

board or an institution who wants to take over GME. This 

would be too much speculation to buy extra GME stock. 

My advice would be to not add to the position and in case 

you do not want to wait for possible positive uncertain 

triggers, you could take the loss and move on. 

I am sorry this one did not work out at all. It was the riskiest 

stock so far in the newsletter. As I already said in previous 

analyses, the company might not be around anymore in 5 

years. Due to the unexpected action’s management has 

taken lately, uncertainty for the shareholders has 

increased significantly and a total loss of investment is 

possible on the long term. The margin of safety for the 

stock has been damaged. It was based on the cash 

position and commitment to the dividend and/or share 

buybacks. Going fully for the turnaround plan is risky as 

retail investments as modernizing stores, changing the 

brand, etc might be fully depreciated if things do not turn 

out well.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

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 

“Do not take extra risk to try to make money back” 

When a trade does not work out, there is not much you can do 

about it. You must accept it (and maybe hack it). As a trader and 

a stock picker you make a lot of 60/40 decisions. Often you will 

be wrong, but hopefully more often right if your decision making 

makes sense.  

When you are wrong, do not focus too much on trying to make 

back the money. If you do you will take more risks, which will 

negatively affect your risk/reward. Accept the loss and move on. 

GME has been a bad trade so far. Do not just average down 

because you want to make the money back. GME currently might 

be riskier than it was at $10. Accept it and do not increase the 

position. Unless you disagree with the thesis and you have 

gotten more bullish. But do not just get more bullish because the 

trade went against you. 

Stock Class Execution idea

Aegon (AGN.AS) A <3.75%

Arcelor (MT.AS) B <5.0%

AT&T (T) A <3.75%

BMW A <7.5%

CATO (CATO) C <2.5%

Data I/O (DAIO) C <5.0%

Earthstone (ESTE) C <7.5%

ETM (ETM) C <5.0%

Ford (F) B <2.5%

GameStop (GME) C <3.75%

Lee Enterprises (LEE) C <2.5%

Macy's (M) B <7.5%

Neways (NEWAY.AS) B <3.75%

Nokia (NOKIA.HE) B <2.5%

PostNL (PNL.AS) B <10%

Vastned (VASTN.AS) A <7.5%

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)

Ford (F)

Macy's (M)

Neways (NEWAY.AS)

Nokia (NOKIA.HE)

PostNL (PNL.AS)

Vastned (VASTN.AS)

 


