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Holland Views: Jardine Strategic ($25) BUY, Exor €55) BUY

Let’s be Greedy, while others…
Last week we updated our valuation work on Berkshire Hathaway. Today we do the same for
Exor and Jardine. At this juncture and these prices, we think all three of these businesses safe, yet
offering compelling upside to equity investors.
Each clearly has intrinsic value upside in the growth their operations are likely to deliver longer
term, either as assets value grow (Asian property values), businesses compound (Berkshire) or
recover from their current depressed valuations (Fiat + CNH inside Exor). However, what is
tempting for us is the combination of the large discounts we are being offered to buy these
collections of assets vs. their quoted parts, but also the lower risk these parental companies
possess.
Our updated Sums of Parts attached shows upside of 47% for Exor and 70% for Jardine
Strategic. We repeat these are just the upsides to their quoted parts/cash today. These do not
assume any recovery in values or future growth. Perhaps just as important in the markets we now
all find ourselves in they offer something else that we are getting something for free – less risk.
Whilst in part this comes from the Margin of Safety that such discounts bring, mostly it comes
from having an aligned interest with owner managers who have super-prudent views towards
leverage.
• This we highlighted on Friday with 23% of Berkshire’s value coming from cash
• In Exor’s $22bn SOTP, $9bn is contributed just from the sale price tag of Partner Re,
which will be all-cash
• The rest of the Exor SOTP is the listed holdings of Fiat/CNH and Ferrari, all at today’s
prices
Jardine Strategic – Investing after the tidal wave has passed, not ahead of it arriving.
We re-attach our work from last year on Jardine. Also attached is our Sum of Parts calculation
for it (updated for today’s prices). With the Jardine Strategic priced now at $25 the upside to the
Listed Sum of Parts is 70%.
For those wanting to know more we recommend a read of the Hong Kong Land and Dairy Farm
year end results which were released last week.
https://www.hkland.com/data/media_releases/investor_relations/2020/hll_20200306.pdf
https://www.dairyfarmgroup.com/en-US/Investors/Financial-Reports

These give a little more insight into the current trading at these companies, which has clearly
faced a double headwind of Hong Kong disturbance and Covid-19. However, they also provide
insights into the longer term thinking behind each company. At Hong Kong Land in particular we
note:
• That the company carries a Balance Sheet Value of its properties of US$37.8bn. With
83% of this based in prime Hong Kong many might question this figure. However, in an
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investment world that is all consumed by the spectre of zero interest rates it must be noted
that this value is reached using a range of 3-4.5% discount rates off of current rents.
More important still is the debt that is carried against that $38bn Asset value. It is a mere
$3.5bn
Were its Prime Hong Kong property values to be revalued aggressively down to give a
new HK Land NAV of say $20bn – this would still give a NAV that is double the carrying
value of Hong Kong Land in the SOTP calculation we attach, i.e. its current Market Cap
is $10bn vs. NAV of $38bn. As the saying goes, ‘it is not that we like bear Markets, but
we like the prices they bring.’

What do you seek in an investment?
Well in addition to a safe balance sheet, good quality assets that are prudently financed most of
us also like to know that we are investing alongside aligned managers. In Jardine, Exor and
Berkshire that is clearly true. But we also want to see that they perhaps have contrarian views,
investing in businesses or markets when others are not. This contrarian approach is evident in
Berkshire’s cash pile and its stakes in banks and airlines. Maybe it will also soon be evident in
Exor too, with it due to have a huge cash pile post it’s Partner Re sale.
In this vein we thought the link to an RNS put out by Hong Kong Land two weeks ago was
interesting. On Feb 20th they bought from the Chinese Government a $4.4bn plot in central
Shanghai for development.
https://www.hkland.com/data/media_releases/investor_relations/2020/hll_20200220.pdf

These businesses are all run by aligned, super prudent families/owner managers. That they have
not been favoured by Mr Market in recent years is a function of their contrarian approach as
collectively they are long of Autos, Banks, Airlines, Hong Kong property and cash! That we are
being offered great value to invest alongside them in their prudently run parent entities we think
is an offer we should not be refusing. Additionally, while many in Europe and the US are trying
to decide the value of assets just as an economic tidal wave is seemingly about to hit, the worst
for a company like Jardine must surely be behind it.
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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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