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Welcome

In our current edition we will look into the development of China’s rail system, which

has been pursued by the Chinese government for the last decades: The Spread of

China’s Rail Network. The global impact of this new transportation infrastructure can’t

be underestimated. Yet it is amazing how most European people and investors are not

aware of this. Speaking of things we do not know – it is very telling that a vast majority

of US politicians are rather clueless when it comes to understanding Islam. This doesn’t

bode well for US politics in the Middle East, more on this “Things You Don’t Know You

Don’t Know.”

And last but not least, there are always some news bites which are interesting – we call

them just “points”.

Sebastian C. Steib Warren Reed

CIO, Partner Author

Trinkler & Partners Ltd, Zürich Sydney
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About the “Meeting of the Minds”

We are curious people by nature. Very curious. The world is a fascinating place and we

are living in fascinating times. Being Wealth Managers our job is to look at the financial

markets, which are a global information system, from different angels. Our

independent research is constantly looking for original but actionable investment

ideas, based on creative and individualistic thinking.

We know there is often more than meets the eye, and we are well aware that the

world looks different if you look from different perspectives. That’s why we have

teamed up with Warren Reed in Sydney. Warren is a brilliant, independent and

curious mind, who worked as government consultant, for the Secret Services, as an

author and an academic researcher. It is him who selects the themes of the

“Meetings of the minds”. Our partner Sebastian, a well travelled and very

experienced asset manager who has lived as well in various countries, takes over

and develops Warren thoughts further and tries to see the investment opportunities

behind the stories.

The “Meeting of the minds” is structured in two sections. First you will find Warren’s

thoughts; based on these Sebastian will come up with some investment ideas. We

enjoy writing and publishing this letter. Our aim is to stimulate and entertain. Your

feedback and comments are always very welcome.

You will find our details at the end of this letter.

Regards,

Patrick Held

COO, Partner

Trinkler & Partners Ltd, Zürich
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The new high-speed rail line between Urumqi, capital of Xinjiang Uygur Autonomous

Region, and Lanzhou, capital of Gansu Province, has slashed train travel times by half to

less than 12 hours. The 1,776 km line, the country’s first high-speed to be built in a high-

altitude area, passes through Qinghai Province and came into service last December. The

existing conventional railway was no longer able to support Xin-jiang’s development.

The plan is that all passenger trains will gradually shift to the new link, leaving the old

one free to be used for freight. As a result, Xinjiang’s annual freight capacity could surge

to 200 million metric tons from the current 70 million. The high-speed link is a key part

of Beijing’s strategy to develop the country’s western region.

Meanwhile, workers busily load dozens of containers carrying Geely cars onto trains at

the station in Chengdu, the capital of Sichuan Province in south-west China, but it is no

ordinary freight line, being the only one in the country that regularly sets out to the five

Central Asian countries of Kazakhstan, Kyrgyzstan, Uzbekistan, Tajikistan and

Turkmenistan. It runs every 10 days and takes 5-7 days to complete the journey. About

an hour’s travel on the new high-speed line from Xinjin County, on the out-skirts of

Chengdu, containers of computers and car parts are packed and stacked and made ready

for the departure of the weekly train to Poland. In operation since 2013, the train

snakes up through Central Asia and into Lodz, connecting western China with Europe.

The director of the Chengdu Logistics Office says Chengdu was once an inland city but is

now a key part of a grander network. Freight trains from the coastal city of Xiamen

(previously known outside China as Amoy) in the southeast, take only two days to reach

Chengdu, with goods from Taiwan taking only one day to reach Xiamen. It takes only 13

days for goods from Chengdu to reach Poland. The 16-day trip from Taiwan to Europe

contrasts with a shipping time of two months by sea. Last year, 20% of the world’s

computers and 2/3 of the world’s iPads were made in Chengdu

Last November, a freight train service began between Yiwu – a trading hub a few hours

from Shanghai – and Madrid, making it the world’s longest rail link at 13,000 kms. It also

cuts through Central Asia, as well as Russia, Belarus, Poland, Germany and France on its

way to Spain. Logistics are immensely complex. Because of different rail gauges along

the line, containers have to be transferred by crane three times on to new bogies at

border crossings – once entering Kazakhstan, again coming into Poland and a third time

arriving in Spain. Already, there is a freight train service between the south-western city

of Chongqing and Duisburg in Germany. Another service links Zhengzhou – the capital of

Henan Province in east-central China – to Hamburg.
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Warren’s View: The Spread of China’s Rail Network

Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.



The National Interest on 3/3/15 came up with this gem: “Back in October 2006, the

National Security Editor at the Congressional Quarterly, Jeff Stein, took to asking

national security officials and members of Congress if they knew the difference

between Sunni and Shiite Muslims in the Middle East. He wasn’t looking for arcane

doctrinal disquisitions, merely if they could say who was on which side and what each

wanted. He discovered a sump of ignorance in Washington officialdom on the subject,

hardly one of only limited significance to the country at the time. Willie Hulon, chief

of the FBI’s National Security Branch, took a wild guess on whether Iran was Shiite or

Sunni. With a 50% chance of success, he got it wrong. Republican Representatives

Terry Everett of Alabama and Jo Ann Davis of Virginia similarly demonstrated they

couldn’t give even a vague description of these two fundamental branches of Islam

and which dominated different countries or organizations. Stein revealed the results of

his informal poll in an op-ed piece in the New York Times, to howls of derision mixed

with expressions of concern. “Two months later, Stein asked the new chairman of the

House Intelligence Commit-tee, Democrat Silvestre Reyes of Texas, if he knew whether

al-Qaeda was Shiite or Sunni. He didn’t know but speculated that it might be both.

Reyes had the spectacle of Stein’s New York Times piece as perhaps an incentive to

educate himself on the basics of his committee’s jurisdictional area, yet he still failed

this most fundamental of tests. It could perhaps be considered a virtue of these

people that none contemplated running for president. Presumably a run for the

highest office in the land would impose a discipline that was missing for mere

members of Congress or national security officials.
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Warren’s View: Things You Don’t Know You Don’t Know.



Australia in the Asian Century: A recent PwC report on Asia found just 9% of firms are

operating in Asia and only 12% have any experience of doing business in Asia. The

report also found that ⅔ of firms surveyed had no intention of changing their stance on

Asia in the next few years despite the stellar growth opportunities in the nearby

ASEAN region as well as in China and India.

The Japanese government aims to commercialise the mining of rich seafloor deposits

of minerals like copper in the 2020s. An emeritus professor from the University of

Tokyo has announced the discovery of mineral resources about 1,400 meters below

the ocean surface off Okinawa Prefecture’s Kumejima Island. It would be interesting to

know whether seafloor minerals are part of the East China Sea jigsaw puzzle.

The Chinese government is breathing new life into its nuclear program with the

approval of the country’s first new reactors in more than two years. China is the

world’s biggest nuclear growth market. It currently operates 24 reactors, with a further

25 under construction. The two recently approved will add to that number.

Vietnam has both excellent demographics and growth potential; 42% of Vietnam’s

population is under the age of 25, nearly the same proportion of people that Japan has

over 55 (39%).

More cashed-up Chinese tourists visited Australia last year than ever before, ploughing

$A5 billion into the economy. There were 789,300 visitor arrivals from China in the past

12 months, a 10.5% rise.

Of the 600 million people in the southern part of the Americas, 80% now live in cities.
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How to invest

1. China Railway Construction Corporation: dual listing

with A shares (Shanghai) and H shares (Hong Kong):

on the SSE: 601186 CH; ISIN: CNE1000009T1 and on the

SEHK: 1186 HK, ISIN: CNE100000981

China's second largest railway construction company

with about 25% market share in railway construction

projects in China. Headquartered in Beijing, 247'000

employees, 43 bn USD market capitalization, 91 bn USD

revenue, 6.9 bn USD gross profit, EBITDA margin of

approx. 4.6% (all figures for full FY 2013). Dividend yield:

1.08%, estimated P/E ratio: 12.90.

Current price:  14.40 HKD

Price target: 16.60 HKD,   buy

Personal Comment

Even though I have lived and worked for over 7 years in South-East Asia and visited China and Taiwan many

times, it was striking for me to read Warren’s article on the rapid expansion of the Chinese Railway Network.

Investing in Chinese infrastructure companies (construction, steel, railways, expressways etc.) is probably the

purest play to take advantage of China's 12th four year plan guideline (2011-2015).

I have selected two top picks, which are both listed as A shares in the mainland and as H shares on the Stock

Exchange of Hong Kong for easier access.
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Sebastian’s Take: Be part of the Chinese Rail revolution!



2. Anhui Conch Cement Co. Ltd.: dual listing with A

shares (Shanghai) and H shares (Hong Kong):

on the SSE: 600585 CH; ISIN: CNE0000019V8 and on the

SEHK: 914 HK, ISIN: CNE1000001W2

China's largest cement production company with > 5%

market share in the Chinese cement market. Largest

cement producer in Asia with a market capitalization of

approx. 20 bn USD. Headquartered in Wuhu in Eastern

China, 48‘500 employees, 10 bn USD revenue, 3.25 bn

USD gross profit, EBITDA margin of approx. 30%, very

low level of indebtedness compared to industry average

(all figures for full FY 2014). Dividend yield: 1.40%,

estimated P/E ratio: 12.

Current price:  30.90 HKD

Price target: 35.00 HKD,   buy
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Sebastian’s Take: Be part of the Chinese Rail revolution!



We all deserve better politicians; Warren‘s story about US politicians spending billions of dollars in the Middle

East without knowing who they are supporting is more scary than funny, sadly. How to make the world a better

place?

Education!

Wouldn‘t it be nice to invest your money profitably and in a remote future, eventually enjoy better educated

politicians? If this make sense, than you might have look at first public Chinese education services company

listed in the US. When compared on a PPP-adjusted basis, Chinese parents spend more money on their children

than any other parents in the world. Ensuring that their offspring gets good grades in English and is passing the

GRE or GMAT tests is really important to them.
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3. New Oriental

Listed on the NYSE: EDU UN, ISIN: US6475811070

China‘s first education services company listed on the

New York Stock Exchange. The company offers

language courses, preparation for admission tests and

development and distribution of education content.

Headquartered in Beijing, 23'000 employees, 4 bn USD

market capitalization, 1.1 bn USD revenue, 670 mio.

USD gross profit, EBITDA margin of approx. 21%.

Virtually no indebtedness, estimated P/E ratio: 18.50

(all figures for full FY 2014).

Current price:  25.50 USD

Price target: 29.00 USD,   buy

Copyright:  wantchinatimes
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Sebastian’s Take: It is all about education, stupid!



Warren Reed was an Australia-Japan Business Cooperation Committee scholar in the

Law Faculty of Tokyo University in the 1970s. He later spent ten years in intelligence

and was also chief operating officer of the Committee for Economic Development of

Australia. Following two years’ national service in the Australian Army, Warren Reed

studied at the University of Tasmania, graduating in political science and winning the

university’s prize in international relations. Later, as an Australia-Japan Business Co-

operation Committee Scholar, he carried out research on Japan’s relations with China

and the rest of Asia in the Law Faculty of Tokyo University. He then worked for an

Australian resources company in Japan, before being recruited into the Australian

Secret Intelligence Service (ASIS). After training with MI6 in London, he served as an

intelligence officer for ten years in Asia and the Middle East. Later, he worked as a

consultant to Australian firms operating in Asia, published a number of books on the

region and also worked for three years as chief operating officer of the Committee for

Economic Development of Australia. More recently, he has been occupied in writing,

lecturing and commenting in the media on intelligence and security matters, as well as

on the emergence of China and India as global players
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Sebastian C. Steib worked from 1988 until 2014 for UBS AG and its predecessor bank

SBC. From 2013 until 2014, when he became a partner with Trinkler & Partners LTD, he

managed portfolios for UBS's ultra high net worth clients in Latin America.

From 1996 until 2013, he led a multi-asset portfolio management team of UBS Global

Asset Management with assets under management of approx. 50 bn CHF. He has been

FX Risk Management Adviser with SBC in Singapore (1993 - 1996) where he has been

responsible for covering the central banks in South East Asia, having undergone a

rigorous education with the Chicago-based options trading boutique O'Connor &

Partners LLP. Education: Sebastian holds a M.Sc. (Econ) with honours of the University

of Basel and passed the industry exams, such as CEFA (Chartered European

Financial Analyst) and GARP-FRM (Financial Risk Manager).

He is fluent in German, English, French, Spanish, Portugese and Italian and has basic

knowledge of Mandarin.
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Disclaimer

Copyright © 2015 by Trinkler & Partners Ltd. All rights reserved. Redistribution, reproduction and/or photocopying in

whole or in part are prohibited without written permission. This document does not constitute an offer of services in

jurisdictions where Warren Reed and Trinkler & Partners Ltd, do not have the necessary licenses. All information

provided is impersonal and not tailored to the needs of any person, entity or group of persons. Past performance of

an index is not a guarantee of future results. A decision to invest in any such investment fund or other investment

vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are

advised to make an investment in any such product or other vehicle only after carefully considering the risks

associated with investing in such product, as detailed in a the term sheet or similar document that is prepared by or

on behalf of the issuer of the investment fund or other vehicle. It constitutes neither an offer nor a request by or on

behalf of Warren Reed and Trinkler & Partners Ltd. to purchase or sell securities. Inclusion of a security within the

„Meeting of the Minds“ is not a recommendation by Warren Reed and Trinkler & Partners Ltd. Indices to buy, sell, or

hold such security, nor is it considered to be investment advice. These materials have been prepared solely for

informational purposes based upon information generally available to the public and from sources believed to be

reliable. No content contained in these materials (including index data, ratings, research, valuations, model, software

or other application or output therefrom) or any part thereof (content) may be modified, reverse-engineered,

reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior

written permission. No warranty is given as to the accuracy or completeness of this information and no liability is

accepted for errors or omissions in such information.

Sebastian C. Steib

CIO and Partner 

Trinkler & Partners Ltd
Wealth Management
Dufourstrasse 107
8008 Zürich

T + 41 (0)44 390 2800
F + 41 (0)44 390 2804

www.trinklerpartners.com
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