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The Weekly Beacon 

We will be giving some macro economic market updates on a weekly basis. No 

recommendations will be given in this commentary, and we encourage you to contact us 

if you have any questions regarding any observations.  

The two main purposes of a Lighthouse are to serve as a navigational aid and to warn boats (Investors) 

of dangerous areas. It is like a traffic sign on the sea. 

 

Stawa Młyny Lighthouse Windmill, Poland  

 

St. Helena Island Lighthouse, St. Helena Island, Michigan 

Feel free to send us your photos of Lighthouses to be featured in our weekly market observations. 
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East vs. West a new “Cold War” 

China has developed into the USA’s greatest rival and there isn’t a close second. For 

almost 30 years since the Cold War ended, there has long been a Cold War 2.0, Russian 

American narrative. Russia is not on the same playing field as the USA and is 

handicapped by a slow-moving economy. Many of the reasons the Soviet Union collapsed, and the 

United States claimed victory over the Cold War were attached to the Soviet Union struggling 

economically. This remains the case today. 

Russia GDP (Billions USD) 

 

In 2020 Russia had the 11th largest GDP in the world. In 2010 Russia had the 6th largest economy. The 

Russian economy highly correlates with global oil prices. The economy and country at large are reliant 

on oil prices being high. The three biggest companies in Russia are oil and gas producers. When oil 

trades above $100 Russia has more influence globally but when it does not the entire country’s 

economy tends to struggle.  

USA GDP (Billions USD) 

 

The American economy has been in an overall uptrend for almost 50 years. Even looking at the 2000s 

dot com crash, 2008-09 mortgage crisis and Covid-19 last year, the US economy does not contract that 

much. The US economy has doubled since 2000 and is not reliant on one sector to the extent Russia is 
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with energy. The US also have an economy that is over ten times the size of Russia. The 

Russian economy is about the same size as the US Manufacturing industry on its own.  

China’s GDP (Billions USD) 

 

China’s economy has grown seven times larger since 2004 and now is the worlds 2nd largest economy. 

China’s GDP has grown by at least 6.1% every year since 2007 fuelled by large scale capital investment 

and rapid productivity growth. Another major factor that has fueled this recent growth is an increase in 

economic efficiency. China has also emerged as the world’s largest manufacturer. China is the USA’s 

largest competitor. China is on track to compete with the USA for global economic supremacy. What’s 

more, China does not face the protests the Russian government does. The Chinese authoritarian 

government does not face much backlash at home. China also possesses greater superiority in 

technology, science and other sectors compared to lacking Russia.  

Do not let a narrative confuse you, China is the west’s biggest threat and has been for quite some time.  

 

The Authoritarian Chinese Communist Party and Financial Markets 

Speaking of China, the country was the fastest growing economy over the last 15 years. However, it is 

vital to know the risks that comes with investing in Chinese companies. An authoritarian government 

that does as they wish is a large obstacle when tackling Chinese capital markets. When looking at 

Chinese listed companies it is extremely important to go beyond the numbers and look at numerous 

other factors within China.  

The Chinese Communist Party has been in power since establishing the Peoples Republic of China in 

1949. The communist regime is the opposite of transparent. State run media within China make it hard 

for the rest of the world to see what goes on within China.  One of the biggest examples, how Covid-19 

originated in China and why they were so slow to warn the rest of the world.  

As China’s economy has grown so has the Chinese Equity Markets; however, they do not compare in size 

to the US financial market. The Chinese financial market plays a smaller role in the country’s overall 

economy in comparison to the USA. In China only about 5% of total corporate financing is funded by 

equity whereas in the USA the number is significantly bigger.  
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Massive valuations, high liquidity and an appetite for innovative companies has made the 

US, the destination for foreign companies to list on, not to mention the size of the 

market. This has caused hundreds of Chinese companies to list on the NYSE and Nasdaq.  

 

According to Stock Market MBA, there are currently 251 Chinese companies listed on US exchanges 

which represent a market cap of over $1.5 trillion. To put that in perspective the entire US stock market 

is approximately valued at $45 trillion. The growing number of Chinese companies may come to a halt 

and probably will decrease over the next few months.  

Numerous Chinese companies listed in the US will be delisted by the US government. 59 Chinese 

companies will be delisted on August 2nd for suspected ties to the Chinese government operating in the 

defense or surveillance technology sectors.  

 

 

The “be tough on China” attitude is something that is uniting both Democrats and Republicans. In an age 

of polarization some common ground and been reached on both sides of the aisle. 

https://stockmarketmba.com/chinesecompaniesthattradeonusexchanges.php
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The authoritarian style of the Chinese government should also worry investors for the companies that 

remain on US exchanges. Even Chinese companies who are vocal critiques of the Communist 

government will face major issues.  

  

This all came to fruition with the recent IPO of DiDi Global, the Chinese version of Uber. DiDi went public 

on the NYSE and raised $4.4 billion at a valuation north of $70 billion. DiDi Global went public at 

$14/share on June 30th  and is currently trading around 30% lower. The company has 377 million users 

and controls 91% of China’s ride sharing market. The issue with the price is not fundamental or from a 

valuation point of view, it’s the conflict between DiDi Global and the Chinese government.  

 

 

Two days after its IPO on the NYSE, Chinese authorities launched an investigation into DiDi Global 

regarding data collection and cybersecurity. They also banned the app from being downloaded by new 

customers, handicapping the company’s growth. A day later Chinese regulators told app stores to 

remove DiDi Global from there stores as they were illegally collecting customers data. These actions 

were followed by a report that the Chinese government asked DiDi Global to delay their IPO in the US. 

DiDi Global disobeyed and now are facing major consequences. The data DiDi Global collected is normal 

for a ride sharing company; however, China did not want this to end up in the US governments hands 

after disclosure.  
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Investors should take a lesson from DiDi Global and understand the massive risk that the Chinese 

government pose in financial markets. This could be the first of many of these instances as China does 

not want their data ending up in the west’s hands. North American exchanges require more disclosure 

for public companies then Chinese exchanges require.  

This is all after Alibaba (China’s Amazon) Chairman Jack Ma disappeared for months at the end of 2020. 

Ma is a vocal critique of President Xi Jingping and some feared his disappearance could have been 

connected to the government at the time.  

 

Ma had been extremely critical of Chinese financial regulators and their rules which he said, “would 

stunt growth”. Ma was attempting to bring a new venture public, a financial company, Ant Group which 

would have been the biggest non-US IPO ever. The Chinese regulators placed new rules for Ant Groups 

lending business which suspended the IPO. China also launched a major investigation into Alibaba into 

monopolistic business practice. Alibaba paid a $2.8 billion fine for its business practices. The Alibaba 

share price continues to struggle as investors fear more regulation from the Chinese government on the 

entire Internet and Technology sector will come.  
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Alibaba is down 25% over the last year and was down 13.9% in July for its worst month in 

more then two years. Over the last year Amazon is up 7.5% and is greatly outperforming 

its Chinese competitor.  

The stories of DiDi Global and Alibaba should serve as a major warning for North 

American investors when investing abroad. Emerging countries with more stable and less authoritative 

governments could present much better results then China in the coming years.  

Robinhood IPO Flop and Rebound 

Robinhood an American financial company known for commission free trading for its users went public 

last week. The app was very popular with retail traders since its debut in 2015. Covid-19 increased its 

user base as more people dived into trading when stuck at home. Robinhood’s user base grew from 2 

million in 2017 to an estimate of 13 million in 2020. Robinhood’s filings for its IPO revealed it had 18 

million retail users at the end of March 2021.  

Retail traders loved Robinhood, they saw no fees on their trades and they could also trade 

Cryptocurrencies on the platform. That changed during the short squeeze GameStop era when 

Robinhood decided to halt the trading of numerous “meme stocks” on its platform. This obviously 

angered the retail trading community, and many were financially hurt by the trading halt. Buying these 

meme stocks was not allowed which in the short term plummeted the price as demand was unavailable.  

Robinhood ended up going public at $38/share at a valuation of about $35billion, not bad for a company 

that was founded in 2015. The first day of trading was exactly what the WallStreetBets “meme stock” 

community wanted, Robinhood’s stock completely fell on its face.   

 

Robinhood had the worst opening day session for an IPO of its size. Part of the reason many believe it 

had this rocky start was the number of shares Robinhood made available to its users from the start. 

About 35% of the public float would be available to Robinhood users. Robinhood made the decision for 

its retail clients to democratise apart of the market that retail investors usually do not have access to. 

After flopping the stock has since gone up by 108% as fund managers, led by Cathie Wood slowly pile in. 

With all that being said, Robinhood is quite expensive right now; it was trading at 11x price to sales on 

Wednesday morning, some would say overvalued. Charles-Schwab, the largest US brokerage is trading 

at 7x price to sales. Robinhood will probably fall back to reality after its recent run.  

 

https://www.sec.gov/Archives/edgar/data/1783879/000162828021013318/robinhoods-1.htm
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US Job Openings: What gives? 

 

9.2 million job openings at the end of May in the USA and nobody wants them. The US is facing a record 

number of job vacancies. The interesting thing right now, an excess in labour supply usually drives wages 

down but that’s not case. The unemployment rate remains much above the pre pandemic level. This 

could result in more inflationary pressure as employers are being forced to raise wages which will in turn 

raise consumer prices. Wages have risen even with job openings sky high. Several factors have led to 

this issue, workers moving throughout the pandemic to areas where jobs are not, workers preferring 

remote work and extended unemployment benefits from the government. This all reflects a mismatch in 

the labour market, one that has not been seen since the housing crisis.  

The most notable factor that cannot be ignored is federal unemployment benefits. The unusually high 

Covid-19 unemployment benefits remain in place in certain states. The benefits have helped people look 

for a job without rushing. An argument could be made that this will lead to greater economic efficiency 

in the long run, but it could continue to cause short term problems and increase the populations 

reliance on government support in the long run. The states that have already ended the supplemental 

jobless benefits have a much lower unemployment rate then states that have not. It may be time to end 

these pandemic benefits to fill the millions of job openings across America. 
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