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Holland Views: Jardine Strategic/Matheson ($33/$62) – Price: £13.85;
MCap: £1.8bn

‘If your gonna do it, do it right’
Dear Mr Keswick
We are long term-oriented value investors and researchers. We are happy to be aligned with
trusted owner-managers that take a longer term (even a ‘very’ long term) view. We are more
interested in the quality of assets and their ability to grow their intrinsic value at a good rate than
we are in obsessing over corporate governance. We are also more than happy to invest in wellrun businesses when markets may be less than enamoured with them due to shorter term concerns.
All of these ideas originally brought us to the quality of underling operations and the
undervaluation of which we found when researching the Jardine Strategic and Matheson groups
a year or two back.
Today we applaud your announced intention to simplify the structure of these groups. We are
sure there will be numerous internal benefits to this change and externally we expect investors
will now better see the quality of the underlying assets that you control. Indeed, in enabling the
Jardine Matheson valuation to now be summarised into a simple, single table (Fig.1) is a huge
leap forward. Well done. However (and with due respect)…
If you gonna do it, do it right
Whilst we, like other investors, are pleased to see the simplification of the group structure, we
feel it is important today for the company to do the right thing by minority Jardine Strategic
shareholders. Whilst the cash-only offer you have made might seem generous to some observers,
those that know these entities and the assets they control have ‘Sum of Parts’ (SOTP) valuations
well in excess of the $33 offered figure. Indeed, our own SOTP, which is attached to this email
suggests a range of values between $41 and $49 for Jardine Strategic shareholders. Furthermore,
c.75% of these valuations are derived from publicly tradable securities at todays, in some cases
still depressed, prices.
As such you have placed us in a position where we feel we need to ask the Jardine Strategic
independent directors to explain why a $33 cash price has been agreed and is seen as fair. In the
case of a tender-offer or buy back, such a premium to market valuation might seem reasonable,
but under those transactions’ investors have the option not to sell. In a compulsory buy-out they
do not. Alternately, the group could (and should have) offer a stock alternative in Jardine
Matheson shares.
With the family shareholding in the new entity rising to c.43% post the deal, you will have a long
path ahead of ongoing outside shareholder relationships with other Jardine Matheson holders.
Opportunistically purchasing one’s own shares in the market when they are depressed is a
reasonable course of action for any company (indeed we applaud the action if they trade at a big
discount to intrinsic value). However, such actions always allow any shareholder that wishes to
continue to participate in a longer-term partnership with the company to do so by not selling. With
the timeframe that your business and family has I would hope you appreciate those of similar
mindset, i.e. who also wish to invest for the very long term.
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As such please enable those invested alongside you in Jardine Strategic to continue to be able to
do so by swiftly offering a stock alternative into Jardine Matheson shares. Whilst that might mean
your ongoing holding does not rise as much as maybe you had hoped, you would instead still be
able to purchase Matheson shares in the open market should you chose to do so.
To not respond to this request we feel will perhaps earn you a label you maybe do not desire and
likely do not deserve. That of a management and family who seeks to only use minority
shareholders for their own best interests. Having researched a number of the companies you
control in recent years (see attached pieces on Jardine Strategic and Mandarin Oriental) we do
not believe this to be the case and instead assume this is an oversight or perhaps ill thought through
advice you may have received.
Investors will be rightly encouraged by the restructuring you have presented today. We will watch
with interest whether the scale of future discounts to intrinsic value are affected by your actions
in regard to Jardine Strategic minority holders in the coming weeks.
Yours constructively
Holland Advisors
Holland Advisors London Limited is authorised and regulated by the Financial Conduct Authority. Partners or
Employees of Holland Advisors may have a direct or indirect interest in some of the companies recommended in our
material. Please see our full disclaimer on published notes.

Due to the quality of the businesses, you control and the undervaluation of many of them at current
market prices we remain “buyers” of Jardine Matheson and Mandarin Oriental. A new,
thankfully simpler Jardine Matheson Sum of Parts is shown below. As is a shareholding chart that
is about to get a lot simpler
Fig.1: Jardine Matheson post-deal simplified NAV and Market Cap

Source: Holland Advisors
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Fig.2: Jardine Strategic – old structure

Source: Holland Advisors

Andrew & Mark

firstname@hollandadvisors.co.uk

The Directors and employees of Holland Advisors may have a beneficial interest in some of the companies mentioned in this report
via holdings in a fund that they also act as manager to.

Contact:

Holland Advisors London Limited
The Granary, 1 Waverley Lane
Farnham, Surrey
GU9 8BB
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Tel: (0)1483 449363
Mob: (0)7775 826863
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Disclaimer
This document does not consist of investment research as it has not been prepared in accordance with UK legal
requirements designed to promote the independence of investment research. Therefore even if it contains a research
recommendation it should be treated as a marketing communication and as such will be fair, clear and not misleading
in line with Financial Conduct Authority rules. Holland Advisors is authorised and regulated by the Financial Conduct
Authority. This presentation is intended for institutional investors and high net worth experienced investors who
understand the risks involved with the investment being promoted within this document. This communication should
not be distributed to anyone other than the intended recipients and should not be relied upon by retail clients (as defined
by Financial Conduct Authority). This communication is being supplied to you solely for your information and may
not be reproduced, re-distributed or passed to any other person or published in whole or in part for any purpose. This
communication is provided for information purposes only and should not be regarded as an offer or solicitation to buy
or sell any security or other financial instrument. Any opinions cited in this communication are subject to change
without notice. This communication is not a personal recommendation to you. Holland Advisors takes all reasonable
care to ensure that the information is accurate and complete; however no warranty, representation, or undertaking is
given that it is free from inaccuracies or omissions. This communication is based on and contains current public
information, data, opinions, estimates and projections obtained from sources we believe to be reliable. Past performance
is not necessarily a guide to future performance. The content of this communication may have been disclosed to the
issuer(s) prior to dissemination in order to verify its factual accuracy. Investments in general involve some degree of
risk therefore Prospective Investors should be aware that the value of any investment may rise and fall and you may
get back less than you invested. Value and income may be adversely affected by exchange rates, interest rates and other
factors. The investment discussed in this communication may not be eligible for sale in some states or countries and
may not be suitable for all investors. If you are unsure about the suitability of this investment given your financial
objectives, resources and risk appetite, please contact your financial advisor before taking any further action. This
document is for informational purposes only and should not be regarded as an offer or solicitation to buy the securities
or other instruments mentioned in it. Holland Advisors and/or its officers, directors and employees may have or take
positions in securities or derivatives mentioned in this document (or in any related investment) and may from time to
time dispose of any such securities (or instrument). Holland Advisors manage conflicts of interest in regard to this
communication internally via their compliance procedures.
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