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Statement From the President 
 
The world has witnessed years of global economic expansion and rising equity markets – even 
through the crash and recovery created by the pandemic. The market was able somehow to 
look through social distancing, supply chain disruptions, death, and dislocation caused by 
COVID-19. Government action employing significant expansionary fiscal and monetary 
policies were big factors in this expansion, as was the ability of the marketplace to adapt. 
 
Today, the world is in a much different place. Geopolitical unrest, particularly the war in 
Ukraine, two quarters of negative growth in the US, higher interest rates, and a significant 
increase in inflation, all have contributed to a loss of consumer confidence and a sharp decline 
in the equity markets for the first half of 2022 – the worst performance in 50 years. The depth 
and length of recession are uncertain. However, higher interest rates and inflation will be with 
us for a while. 
 
After strong investment performance over the past few years, the GIG portfolio fell 8.8% 
through the first half of 2022. Fortunately, due to targeted diversification, GIG nonetheless 
outperformed both the Dow Jones Industrial Average (down 14.9%) and the S&P 500 (down 
19.7%). Our goal for 2022/23 is not just to outperform the market, but to grow the absolute 
value of the GIG portfolio. As the incoming President of The Fund, I believe we must adapt 
our investment strategy. 
 
As we move into the 2022/23 academic year for the Fund, we face a new and complex market. 
The megatrends we cited last year are largely intact, as are their implications for long-term 
investing: climate change and resource scarcity, demographics and social change, 
technological advances, urbanisation, and shifting economic power. What is different, 
however, is a vitally important overlay to our investment decisions. The sharp increase in 
inflation, rising interest rates, and the legacy of COVID-19 remain. The degree to which a 
recession is already reflected in defensive stocks remains unclear. Geopolitical unrest is with 
us and impacts both market confidence and volatility. Another is currency. The Fed took early 
and decisive action by raising interest rates, which has contributed to the current relative 
strength of the US dollar. As interest rates and growth profiles normalise across the globe, 
international cash flows should perform accordingly. 
 
This intricate macroeconomic environment will influence choices we make in our investment 
portfolio. We continue to look for companies that will benefit from megatrends and can earn 
and protect outsized returns over time. But given current and near-term realities, we also seek 
companies that are defensive in nature, that is to say, less subject to the cyclical economy. In 
addition, we will focus on companies that outperform in a high interest rate and highly 
inflationary environment. Currency will be a near- to mid-term tactical consideration. So, of 
particular interest will be healthcare, consumer staples, energy, natural resources, and 
companies with established cash flows. We will continue to invest in tech and media stocks, 
but only those with a differentiated business model and at attractive valuations. 
 
 

Ariane Lindsay  
Fund President 

 
 

 



 
  

Portfolio Segmentation 
 
The GIG portfolio is composed of stocks from eight different industries, each 
represented by a team of fund analysts. These teams follow the key trends and leading 
players within their respective industry and present their stock recommendations to 
the Fund Investment Committee each semester. At the end of the academic year, the 
Fund Management decides which stocks to select and rebalances the portfolio.  Figure 
1 reflects the weight of each of our sectors, calculated according to the current total 
value of each of our 18 holdings. Figure 2 shows the price performance of S&P 500 
stocks in the last year for each of the market’s main industries.  
  
  

Figure 1. Portfolio Segmentation, by Industry 
 

  
    

 
 

Figure 2. S&P 500 Industry Performance 
 
 

 

 
 
 
 
 
 
 



 
  

 
Analysis Tools 
 
GIG makes investment decisions based on megatrends, economic factors, industry 
dynamics, and company fundamentals – profitability, growth, liquidity, and stock 
valuation. Our analysts closely examine the financial statements of the companies as 
well as the earnings reports and commentary by equity analysts. The financial metrics 
presented in Figure 3 represent some of the tools our analysts rely on to evaluate the 
attractiveness of a stock. These metrics are important on a standalone basis as well 
as across the performance of comparable companies. 
  
 
  

Figure 3. Key Financial Metrics 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
  

 
 
 
 
 
 



 
  

Portfolio Performance 
 
Current ROI 
 
Figure 4 displays data about the performance of our current stock holdings. Combined 
with the stocks’ intrinsic value given in Figure 5, we obtain a representative picture of 
both their current and potential return on investment (ROI). 
 
 
Potential ROI 
 
Each upside/downside potential from Figure 5 has been obtained through an in-house 
discounted cash flow (DCF) valuation and is indicative of the stock’s value based on 
its future long-term return. Stocks displaying a downside potential will be considered 
for exit in the coming year – unless the company is undertaking a strategic 
reorientation or if its cash flow has been impacted by temporary events. 
 
 
Best- and Worst-Performing Stocks 
 
Amongst the stocks presented in Figure 4, Sociedad Quimica Y Minera De Chile SA 
(SQM) is currently our best performing holding with a total return of 151,4%. This 
Chilean company is the world’s largest producer of lithium, while also being a supplier 
of plant nutriments, iodine and industrial chemicals. Part of SQM’s high return can be 
attributed to the massive wave of electrification that has been happening across the 
automobile industry in the last months. Since the EV market accounts for nearly 80% 
of lithium-ion battery demand, SQM has benefited from a swift rise of the price of 
lithium. The company has also been expanding its lithium operations to increase its 
sales volumes even further. 
  
Paypal Holdings Inc. (PYPL) is currently our worst performing stock with a total 
negative return 56.7%. The stock price fell by roughly 50% since the start of 2022 as 
the company cut back on guidance earlier due to the loss of some of its pandemic-
boosted revenues. However, PYPL remains a hold in our portfolio because of its 
strong position in the e-commerce market. With an in-house valuation of US$126.76 
and a median analyst target of US$119.00, we are confident that this stock will provide 
us with a positive return in the longer term. 
 
 
 
 
 
 



 
  

Figure 4. Current Portfolio Performance 

 
 
 
 
 
 

 
Figure 5. Upside/Downside Potential Based on DCF Valuation 



 
  

Macroeconomic Overview 
 
Inflationary Pressure 
 
Consumer prices are currently at record levels, with most national inflation rates in the 
western world above 8%. Economists largely agree that the current level of inflation is 
due to a combination of three major factors: government pandemic policy of monetary 
easing and fiscal stimulus, supply-chain disruption, and the swift rise of energy prices 
globally. 
  
During 2020 and 2021, the decrease of most central banks’ policy rate combined with 
the vast fiscal stimulus packages implemented by governments limited the pandemic’s 
negative economic effects and stimulated employment. It now appears that most 
western economies have been overstimulated in the last year. Inflation has been 
increasing for months, due to a price-wage spiral and a global supply chain that still 
has not fully eased. Add the rise of energy prices caused in part by the Russo-
Ukrainian conflict and you get the perfect conditions for high inflation.  
 
 
 
  

Figure 7. Monthly inflation rates LTM – CPI (YoY %) 

 
  
 
 
 
 
 

  



 
  

Monetary Policy  
 
In an effort to address inflation, central banks around the world tightened their 
monetary policy. Roughly 80% of central banks raised interest rates through the end 
of July 2022, by 1.5 percentage points on average. In the United States, the FED 
raised the target range of the federal funds rate three times since March 2022, bringing 
it to 2.25%-2.5% during its July meeting. It has also been carrying out a policy of 
quantitative tightening since June 2022 by reducing its balance sheet at a rate US$45 
billion per month. The FED plans to increase this rate to US$90 billion per month from 
September onwards in an attempt to curb inflation further. 
 
The European Central Bank (ECB) is also conducting contractionary monetary policy 
by raising its base rate by 0.5 percentage points. It is effectively ending an era of 
continuously negative rates in place since the 2012 Greek debt crisis. The national 
debt of Greece, Italy and Portugal, with their respective debt-to-GDP ratios being 
189%, 153% and 127% at the end of Q1 2022, would have become unbearable 
without any additional intervention from the central bank. Christine Lagarde, the ECB’s 
President, launched on July 21st a bond-buying scheme called the Transmission 
Protection Instrument (TPI). The TPI gives wide purchasing powers to the ECB in 
order to prevent the widening of borrowing costs amongst EU governments and, in 
turn, keep financially troubled EU countries out of a sovereign debt crisis.  
 
 
 
Recession Risk  
 
As interest rates are rising and energy prices remain high, a fall in the demand for 
consumer goods will likely occur in the foreseeable future. Although a decrease in 
consumption would abate inflation somewhat, it may come with lower employment 
levels and a decline in GDP. Such a combination of economic factors amounts to a 
recession. Vanguard estimates there is a 25% chance of a recession happening in the 
US during the next 12 months, while Goldman Sachs evaluates this risk to be at 30%. 
Many corporate CEOs believe that the US is already in recession. 
  
Looking at historical data, there have only been three instances since 1955 where 
interest rates in the US have risen as high as they are expected to by the end of 2022: 
in 1973, 1979 and 1981. In all three cases, the move was accompanied by a recession 
within six months or less. Moreover, the two recessions that occurred in the 70s took 
place during an oil crisis disrupting the global energy supply, similar to what we are 
currently experiencing. 
  
Figure 8 shows the evolution of the real GDP and unemployment rate in the United 
States during the last 3 years. As indicated by the graph, there has already been a fall 
in GDP occurring since the beginning of 2022. Considering the current tightness of 
labour markets, the US and most other western economies are highly vulnerable to 
an imminent recession. For reference purposes, Figure 9 shows how a fall in real GDP 
has historically been correlated to a rise in unemployment during recessions. 
 



 
  

Figure 8. Real GDP and unemployment rate in the US from 2019 to 2022, quarterly 
 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 9. Real GDP and unemployment rate in the US from 1968 to 1984, quarterly 

  
  
 
 
 

 
 
 
 
 
 
 
 

 
 

Produced by Mathis Bourassa, fund reporter. 



 
  

Current Holdings 
 
Consumer Discretionary 
 
Consumer discretionary includes what is regarded as “nonessential” items. Such items 
include appliances, entertainment, luxury goods as well as some foods and 
beverages. Consumer discretionary stocks are cyclical, meaning their demand is 
closely correlated to the performance of the economy as a whole. The instability of 
demand in recessionary times means that growth can be slow. However, these 
businesses provide attractive returns when the economy is expanding. It also means 
that in periods of cyclical growth consumer discretionary will overperform non-cyclical 
stocks, and perhaps the market as a whole.  
 
The discretionary beverage market is shaped by long-term consumers, economic, 
cultural and social trends, as well as regulation. The premium beverage alcohol market 
remained resilient during COVID-19, showing the strength of this particular segment 
of the consumer discretionary sector as many other segments within the sector saw 
cutbacks during the pandemic. In the event of a future recession, the premium 
beverage alcohol industry is likely to outperform the sector as a whole. Long-term 
trends for this industry remain very attractive. IWSR, a drinks market analyst, 
estimates the retail sales value of the global alcohol business to be US$843 billion 
annually and 600 million new legal age consumers are expected to enter the market 
by 2031. 
 
 
Diageo (XNYS: DEO,$191.40) is a global alcoholic beverage producer, selling over 
200 brands in more than 180 countries. Diageo and its subsidiaries are based in the 
United Kingdom and employ 28,000 people. Major brands include Johnnie Walker, 
Smirnoff, Captain Morgan, Baileys and Guinness. Diageo is undergoing an aggressive 
expansion into the emerging consumer market where the middle class continues to 
grow. With its heritage of strong and globally recognisable brands, Diageo is well 
positioned to access these emerging markets. Inflationary pressures will affect Diageo 
through rising input costs, such as manufacturing and shipping costs. Diageo is set to 
offset these increases through pricing in absolute terms. The firm is expected to only 
take a 1% EPS hit in the event of 1% input cost inflation, given their high gross 
margins. Diverse geographical spread and ownership of many popular brands should 
make it less vulnerable than other companies to inflationary pressures.  
 
The company’s share price is US$191.40, for a market cap of US$102 billion and an 
enterprise value of US$116 billion. Diageo has shown strong performance for the first 
half of 2022, with net sales up 15.8% to US$9.3 billion and strong organic growth 
despite currency fluctuations. Organic net sales grew 20%, with double-digit growth 
across all regions. This is a continuation of the strong organic growth observed in 
FY2021. Organic net sales and operating profit grew 16% and 18% respectively during 



 
  

that period. Analyst 12-month price targets estimate a median $209 per share and a 
3-year target of US$238 per share, representing a 24% premium to current.  

 
 
 
Financial Services 
 
The financial services industry includes a wide range of businesses that manage 
money and markets. The performance of many firms within this industry is related to 
changes in market sentiment and is thus closely linked to political and wider social 
changes. During the COVID-19 pandemic, governments worldwide poured stimulus 
into their economies and markets rallied to new highs. However, since the global 
economy begun to reopen, global inflation rates have dramatically risen, and central 
bank balance sheets have tightened. This has caused many asset prices to have fallen 
as economic outlook looks poor and a new type of global recession knocks on the 
door. The S&P 500 index has had its worse YTD since 1939. Many products in the so-
called emerging asset class have fared even worse. The largest cryptocurrencies, 
previously considered inflationary hedges, have seen as much as 50% of their value 
wiped. Added to this, war in Eastern Europe has caused the prices of many 
commodities to fluctuate dramatically. These factors all contribute to the increased 
market volatility observed this year. These conditions provide opportunities for the 
businesses that facilitate transactions and derivatives. 
 
 
CME Group Inc (XNAS: CME, $199.48) provides global electronic trading, clearing 
and settlement services across asset classes for exchange-traded and OTC 
derivatives. The company’s products cover interest rates, equities, foreign exchange, 
commodities and fixed income. Fundamental growth remains a key driver for the 
company's operating leverage as CME leads with approximately 90% market share of 
global futures and clearing services. The current global increase in interest rates 
provides revenue opportunities for CME Group. With interest rate products producing 



 
  

32% of CME’s revenue stream, further changes in worldwide interest rates will lead to 
greater activity for CMEs interest rate swaps and derivatives over the coming months. 
Many commodity prices have fluctuated massively due to sanctions placed on Russia 
and greatly reduced industrial output in Ukraine. This year alone the VIX, the Chicago 
Board Options Exchange's CBOE Volatility Index, has increased 75%. CME is well 
placed to take advantage of this increased market volatility with more firms needing to 
hedge against large fluctuations.  
 
The company’s share price is US$199.48, for a market cap of US$73.5 billion and an 
enterprise value of US$74.8 billion. CME is well positioned to capitalise on current 
uncertain market conditions and earrings are expected to grow by at least 6% in Q3 
2022. CME has posted positive financial results for 2022. In Q1, revenue was up 7.4% 
to US$1.3 billion while the net profit margin reached 53%, a 15% increase YOY. 
Analyst 12-month price targets estimate a median of US$243 per share and a 3-year 
target of US$270 per share, representing a 35% premium to current. 
 

 
 

 
 

 
 
 

 
 
 
 
Healthcare  
 
The healthcare sector can be divided into three broad categories: the first includes 
pharmaceuticals and biotechnology drugs for the treatment of diseases; the second 
encompasses medical and diagnostic equipment; the third refers to medical services 
in hospitals and other patient care.  
 
The healthcare industry is one of the largest and most complex industries in the world. 
In the US, healthcare spending accounts for 18% of annual GDP. Healthcare 
companies, particularly those specialising in biotech, tend to have higher debt levels 
relative to companies of the same size in different industries due to high research and 
development costs. The chances of success for many new products within the industry 
are very low given the tight regulatory standards. This means that successful biotech 



 
  

brands will often require an established product portfolio to maintain cash flows as 
they bring their next big hit to market. The process of bringing a new drug or technology 
to market is extensive, yet very lucrative as new drugs have lengthy patents allowing 
for exclusive sales rights. Given the potential for profits in drug development, the 
market value of these companies is directly influenced by expectations regarding their 
products in development. While major pharmaceutical companies also spend on R&D, 
they tend to focus more on selling and advertising drugs currently in their pipeline. 
Likewise, medical device companies follow a similar operating model, marketing and 
selling current products. The global healthcare system will come under increasing load 
as populations continue to age. The number of people aged over 60 is expected to 
double to over 2 billion by 2050. This provides areas for growth within the industry. It 
nonetheless raises major questions around the economics of healthcare funding as 
seniors typically require the greatest amount of treatment, but also become non-
productive economic agents once retired. The healthcare sector has underperformed 
the S&P in recent years, growing at an annualised rate of 10.1% over the last 5 years 
compared to the S&P’s 11.7.%.  
 
Despite this lagging growth, sector-wide shifts can be seen which provide new 
opportunities, driven by response to the spread of the COVID-19 pandemic. Drug 
approval agencies such as The United States’ FDA and Europe’s EMA set new 
precedents in their drug approval processes, speeding up the rate at which new 
products can be brought to market. The pandemic also accelerated the adoption of 
telehealth, an industry potentially worth US$250 billion in the US alone. Remote 
medical technologies such as telehealth and digital therapeutics create an opportunity 
to increase the reach of modern medicine far beyond the borders of the rich world and 
into developing markets.  
 
 
Vertex Pharmaceuticals (XNASE: VRTX, $280) is in a unique position in the biotech 
industry. Having up until now only produced cystic fibrosis drugs, they have 
entrenched themselves as the undisputed leader in this field. Alongside growth 
opportunities within the cystic fibrosis treatment market, the company is now taking 
the risk of venturing into expanding their pipeline further, to develop innovative 
treatments in new areas. This structure of having the cystic fibrosis safety net in 
combination with promising new drugs should open up a significant amount of growth 
potential, therefore keeping the proportion of risk for the business pretty low. 
 
The company’s share price is US$280, for a market cap of US$72 billion. Operating 
performance has been positive with 22% YOY revenue growth and a 38% EBITDA 
margin. While EPS growth has been negative, this can be attributed to the fact that 
R&D spending has tripled over the past year in efforts to expand their product offering. 
Revenues are forecasted to continue to grow for the next 5 years at a normalised 
compound annual growth rate of 7%. Analyst 12-month price targets estimate a 



 
  

median of US$280 per share and a 3-year target of $320 per share, representing a 
13% premium to current. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Industrials 
 
The industrial sector relies on raw material goods from the primary sector and converts 
them into tangible goods for the end user. The industrial sector is sometimes referred 
to as the secondary sector or the manufacturing sector. Industrials include automobile 
manufacturers, aerospace and defence manufacturers, energy-related 
manufacturers, industrial machinery producers, marine equipment manufacturers, 
lumber production, construction, and waste management companies. The industrial 
sector can be divided into three main segments: capital goods, transportation as well 
as commercial and professional services. Capital goods make up most of the industrial 
sector while the other two segments comprise approximately 30-40%.  
 
Performance in the industrial sector is largely driven by supply and demand for building 
construction in the residential, commercial, and industrial real estate segments, as 
well as demand for manufactured products. Many companies within the sector will 
face difficulties within the near future because of supply side shortages. Ever since 
the beginning of the COVID-19 pandemic, supply chains have been put under 
tremendous pressure. In spite of the global economy reopening, delays remain and 
demand for raw materials and manufactured products far outweighs current supplies. 
This lagging rebound has been exacerbated by geopolitical tensions in China and 
Eastern Europe. The sector as a whole is also vulnerable to rising interest rates as 
much of the heavy industry is financed by substantial debt. These highly leveraged 
companies are thus susceptible to increasing rates. In current conditions, 



 
  

organisations with robust cash flows that can cover their debts stand the best chances 
to navigate these tough times. 
 
 
Willscot Mobile Mini Holding Corp. (XNAS: WSC, $38.61) is the leading provider of 
modular workspace solutions in North America. The company is headquartered in 
Phoenix, Arizona. Services include modular space units which are commonly used as 
mobile offices, mobile classrooms and construction headquarters as well as portable 
storage units. The organisation currently has a portfolio of 375,000 units deployed 
across North America and the United Kingdom. 
 
The company’s share price is US$38.61, for a market cap of US$7.9 billion and an 
enterprise value of US$11 billion. Revenue growth has been strong for WSC in recent 
years, accelerated by decisive M&A action. The total assets under holding increased 
by 92% in FY 2022. By consolidating a relatively fractured competitive landscape, the 
organisation has managed to leverage its size to take advantage of economies of 
scale resulting in bottom line savings. It has strengthened its position as the market 
leader in operating efficiency. Despite aggressive expansions, WSC’s debt is well 
covered by its operating cash flow sitting at 21% of debt level. The organisation's 
outlook is related to that of the wider US economy, yet its involvement in government-
backed infrastructure projects provides a level of cyclical cushion. Analyst 12-month 
price targets estimate a median of $47 per share and a 3-year target of $60 per share, 
representing a 55% premium to current. 
 
 
 
 
 
 
 
 
 
 
 
 
Metals and Mining 
 
The Metals and Mining Industry can be split into two broad categories, both of which 
extract raw materials from the Earth's surface. In recent times, the industry has 
outperformed the market. Since the start of this year to now, the benchmark S&P 
Metals and Mining ETF (XME) has provided trailing returns of 62.7% compared to a 
loss of 8% for the S&P 500 overall. Precious metals constitute the first subsector and 
includes commodities such as gold, silver, palladium and platinum. Most of these 



 
  

resources are extracted in South America and South-West Africa, which does pose a 
supply risk due to geopolitical instabilities within these regions. Of the precious metals, 
gold and silver are often considered as “safe-value” choices in times of economic 
uncertainty and can act as inflationary hedges. As a result, approximately US$1 trillion 
worth of gold reserves are held by central banks around the globe. The second sub-
sector within the industry is industrial metals, which are metals that are extracted for 
their use in the production and manufacturing of goods. Metals of this nature include 
iron, aluminium, steel and copper. These metals are predominantly extracted in China, 
the US, Australia and South America. The industrial metals industry is generally 
considered more reliable than the precious metals industry as it tends to follow global 
macroeconomic growth trends. The growth of firms within the industry is deeply linked 
to their ability to reduce extraction costs as well as the value of the metals at current 
market price. 
 
Teck Resources (XNYS: TECK, $29.39) is a Canada-based multinational natural 
resource acquisition, development and production company. It operates in Asia, 
Europe and North America. Teck produces copper, zinc, steelmaking coal and is 
expanding into oil sands-based low-carbon energy production. Teck currently 
operates 10 mines and a large metallurgical complex in the Americas.  The company 
has been named to the S&P Dow Jones Sustainability World Index (DJSI) for the 12th 
consecutive year and is ranked #1 in the metals and mining industry category on the 
DJSI for 2021. Our analysts are confident in Teck’s business model as the global 
economy is from a fuel-based energy system to a metal commodity-based energy 
system, with ESG mandates as a key driver. 
 
The company’s share price is US$29.39, for a market cap of US$19.47 billion. Teck is 
currently in a healthy financial position and remains relatively deleveraged when 
compared to its mining competitors, currently holding a debt-to-equity ratio of 32%. 
The company also maintains strong cash flow with expected operating cash flow to be 
in the region of US$6.8 billion for 2022. Suggesting that even in these times of high 
economic uncertainty, Teck has enough cash to cover its short-term liabilities. The 
organisation has seen strong revenue growth in Q1 and Q2 of this year driven by rising 
global commodity prices as a result of the Russo-Ukrainian conflict and post-pandemic 
inflationary pressures. As countries continue to recover from the pandemic, global 
demand for industrial metals such as copper is expected to increase by 105% over 
the next decade.  
 
 
 
 
 
 
 
 
 
 



 
  

 
Real Estate  
 
Real estate investment trusts (REITs) own or finance income-producing real estate in 
a variety of categories: office space, apartment buildings, hospitals, shopping centres, 
and industrial sites. REITs are tax exempt as long as they pay out at least 90% of their 
income to shareholders in the form of dividends. Shareholders benefit from relatively 
high and stable dividends, as well as the long-term appreciation of the underlying value 
of the real estate. REITs are also regarded as diversification from the broader equity 
market and the bond market. Industrial REITs typically own warehouses and 
distribution centres, which are closely tied to the growth of e-commerce and the 
demand for technology-friendly industrial space. As a result, industrial REITs have 
outperformed other REIT categories over the past 10 years. The COVID-19 pandemic 
has only accelerated the existing shift towards the e-commerce distribution channel, 
therefore adding to the attraction of industrial REITs as an investment opportunity 
going forward. 
 
 
Stag Industrial (XNYS: STAG, $32.78) is a REIT focused on the acquisition and 
operation of single-tenant, industrial properties. With over 500 buildings spanning 
across 40 states, Stag is the only pure-play REIT in the American domestic market. 
STAG is focused on investments, emphasising on lease diversification and newly 
established property redevelopment strategies. Amazon has become Stag’s single 
largest tenant, but still accounts for only 4% of its total real estate portfolio. STAG’s 
investment portfolio spans more than 45 different industries, with approximately 40% 
of it being used for e-commerce activity. STAG’s portfolio remains diverse, both in 
terms of geographical regions and customer base. Knowing that the real estate sector 
is one of the largest contributors to greenhouse gases, STAG’s responsible 
investment thesis resonates with ESG investors and, in turn, makes the firm an 
increasingly important threat to traditional real estate lenders. ESG practices will 
continue to be of fundamental importance for both companies and investors. ESG 
funds now account for an estimated 10% of worldwide fund assets, according to 
Reuters, and STAG is well positioned to continue receiving funding from these 
sources.  
 
The company’s share price is US$32.78, for a market cap of US$5.6 billion and an 
enterprise value of US$7.9 billion. STAG is in a financially secure position given 
current global economic conditions. The real estate industry operates on debt, with 
almost all purchases made through commercial or household mortgages.  Since its 
IPO, STAG has consistently de-leveraged, lowering its debt-to-equity ratio from 47% 
to 23% through capital access. STAG is also relatively secure considering that 86% of 
its tenants have revenue of over US$100 million and that, in 2020, 99.6% of rents were 
collected. Our analysts project strong revenue growth in the near term, more than 



 
  

doubling by 2025 from US$562 million to US$1102 million based on available 
operating data.  
 
 
 
 
 
 
 
 
 
 
 
 
Media and Entertainment 
 
The media and entertainment sector includes a wide range of very different verticals. 
Hardware manufacturers produce computers, servers, mobile devices, and hard 
drives (IBM, Dell, HP). Software companies develop programs and applications for 
computing systems (Microsoft, Adobe). Semiconductor companies manufacture 
circuits and microchips (Intel, Texas Instruments). Media firms create and distribute 
content for print, TV, theatres, online, and social media (Netflix, Disney). Telecom firms 
focus on communications through telephone, television, and the internet (AT&T, 
Verizon). 
 
Media and entertainment businesses tend to be technology based, benefit from high 
growth, and operate in markets that converge, such as live-streaming media content, 
social media communications and e-commerce. The sector as a whole currently sits 
in a vulnerable position due to the ongoing tensions between China and Taiwan. 
Taiwan produces an estimated 92% of all advanced semiconductors and 66% of all 
computer chips. With tensions in the region, a global shortage may loom due to the 
reliance on Taiwan for these products. A shortage of these products would no doubt 
affect the entire sector. GIG invests in companies within the media and entertainment 
sector that will benefit from developing megatrends and the ongoing convergence of 
the aforementioned verticals.  
 
 
ASML (XNAS: ASML, $574.44) is a global innovation leader in the chip industry. It 
provides chipmakers with hardware, software and services to produce patterns on 
silicon through lithography, a process of printmaking using the properties of oil and 
water. It aims to increase the value and lower the cost of a chip. ASML is currently the 



 
  

largest supplier of lithography systems, primarily for the semiconductor industry and 
the sole supplier of extreme ultraviolet lithography (EUV) photolithography machines 
in the world. The company’s products facilitate manufacturing for two main types of 
chip makers: logic chip and memory chip manufacturers.  The long-term growth of the 
semiconductor industry is based on the principle that the energy, cost and time 
required for electronic computations can be reduced by shrinking transistors on 
microchips. 
 
ASML’s market capitalisation currently sits at US$209 billion with a price of US$577.44 
per share. In spite of supply chain disruptions in recent times, ASML has managed to 
continue impressive sales growth with a CAGR of 19% from FY 2018 to FY 2021. YOY 
sales growth is expected to increase to 35% for 2022, and conservative estimates see 
it to continue to grow at 15% until 2030. Q2 performance has continued to be strong. 
Revenue is up 35% YOY to US$5.43 billion and diluted EPS is up 40.5% to US$3.55.  
 
Clearfield (XNAS: CLFD, $98.55) designs, manufactures and distributes fibre 
protection, fibre management and fibre delivery solutions to enable rapid and cost-
effective fibre-fed deployment throughout the North American broadband service 
provider space. Clearfield is set to benefit from ever-growing data requirements of 
businesses and households. As the development of the IoT (internet of things) and 5G 
continue, there is an increased need for the fibre optical equipment Clearfield 
produces in order to handle network densification. The work-from-home trend 
currently overtaking the labour market increases demand for 5G, densifies the traffic 
level which, in turn, increases fibre equipment demand. CLFD products, like fibre small 
cells and distributed antenna systems (DAS), ease densification concerns and bolster 
5G networks. Furthermore, fibre-optic networks play an integral role in cloud 
computing. Fibre connects cloud servers to cloud data centres, enables network 
management and scalability, and ensures high-speed internet access. CLFD is also 
well positioned to benefit from US Government Funding focused on “bridging the rural 
digital divide”. The broadband equity, access & development (BEAD) funding program 
is a US$42.5B allocation to broadband development with both a regional & municipal 
focus. CLFD’s competitive advantage in a crowded market is defined by its focus on 
providing complete fibre technology solutions.  
 
Clearfield is in a healthy financial condition as it is maintaining its debt-free position. 
The company’s share price is US$98.55, for a market cap of US$1.1 billion. With 
positive operational performance, CLFD managed to beat EPS estimates in every 
quarter of FY 2021. Revenue has increased consistently over the 5 years preceding 
FY 2021. In spite of operational expansions, CLFD has managed to maintain 
profitability and increase efficiency. CLFD is currently overvalued when compared to 
the communications industry as a whole. It has a PE ratio of 26x, compared to the 
industry average of 22x. However, it represents a value proposition when compared 
to its close peers RDWR, DGII, HLIT & AUDC displaying PE ratios of 126x, 71x, 50x 



 
  

& 22x respectively. Analyst 12-month price targets estimate a median of US$82 per 
share and a 3-year target of US$110 per share, representing 110% ROI when 
considering the price at which we purchased the stock.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Playtika LTD (XNAS: PLTK, $12.27) is a mobile gaming developer that specialises 
in casino and gambling games. Based in Israel, the organisation has managed to 
amass over 35 million monthly users across 14 different games since its founding in 
2010. Playtika also provides free-to-play mobile games which generate revenue by 
running advertisements and providing extra content behind paywalls. The company 
distributes its games through various web and mobile platforms such as Apple, 
Facebook and Google. The global gambling industry has been flat in terms of market 
size over the last decade with annual revenue fluctuating around US$250 billion 
according to Statista research. The pandemic closed many traditional gambling outlets 
such as casinos, which accentuated the industry shift towards online platforms. In 
2020 alone, the US online gambling market grew by 20% and GVR, a research & 
consulting firm, expects the industry’s global CAGR to be over 11% for the next 
decade. Since its IPO in January 2021, PLTK has lost 57% of its value. Despite its 
poor market performance, the company continues to grow as shown by the net profit 
margin growth of 120% YOY in Q1 2022. Joffre Capital bought a minority stake in 
PLTK at US$21 per share in June, which represented a 46% premium to market at 
the time of purchase. The sale amounted to US$2.2 billion for 25.7% of outstanding 
shares. Playtika’s current market capitalisation is US$5.2 billion, with an enterprise 
value of $6.6 billion. The outlook continues to look positive for PLTK, driven by market 
dynamics and strong growth. 
 
 

Produced by Finlay Watson, fund reporter. 
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Disclaimer:  
 
The present report has been authored by the GIG’s fund reporters, Mathis Bourassa 
and Finlay Watson, with the collaboration of Ariane Lindsay. 
 
All the data presented in this report is dated from July 30th, 2022.  
 
The financial information presented in this report is provided for educational and 
informational purposes only, without any express or implied warranty of any kind.  


