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On the Edge of Glory/Spotify for writers

We continue to find many of our best investment ideas close (very close) to home. To start with
this might have been the value we found in a Ryanair flight or a breakfast at Wetherspoons. More
recently it was in the joy and value we found in our Spotify account or the ubiquity of our Apple
products. (We concede that we do not use Ashtead products at home much!). Twitter, we note,
enjoys an important place in the online world we all now live in, but its historical figures show a
company that has not earned the share of wallet that should accompany that place. Investors have
got tired of waiting for that gap to be bridged.

One of your authors was a very late arrival to the world of Social Media (as he is most things).
His Twitter account (@ahollingw) shows a start date of only July 2019 no less. Yet today he uses
it for ¢.30 mins most days. For a while he had been encouraged to use this and other platforms as
a way to promote his business, but he always found a reason not to, seeing it at best a waste of
time and worst an exercise in blatant self-promotion. So, what changed? Simply that he found as
others have done Twitter is an excellent resource for efficiently researching a topic or area and
learning more form others with a like mind.

Others have already done the heavy lifting

The more we used Twitter ourselves and valued what it gave us (for free) we decided to look at
its corporate and investor image. \We were surprised to find a relatively small company ($50bn)
with $7.5bn of cash on the balance sheet and an investor expectation of almost serial
disappointment when it comes to advertising revenue growth. This intrigued us as it was in
contrast to two phrases that were stuck in our heads when we started to think about Twitter as a
company and its users:

e  “It is not market share that matters so much as share of mind” - Charlie Munger. This
always struck us as a great insight. Right now, Twitter has a huge share of mind when it
comes to online communications and the research/connection function that can follow on
from that. About once a week on Twitter we read someone who openly shouts about what
it has done for them by way of introducing them to new people or a level of knowledge.
Not many companies have that sort of admiration from users; real fans.

o  “Sticky Loyal and Rich” This quote is one of our own. It was the title we used for an
Apple piece of research in January 2018 (at $42 no less!). We used the title to describe
Apple’s customer base. Does it describe those that use Twitter too?

Digging deeper we found a number of articles that we think tell the story very well of where
Twitter as a company is today. The outlook we see for the company and the one these pieces spell
out is very different from its recent past and from that maybe discounted by its share price until
just the last few days.
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To fully understand our view, please do read these pieces as they form a key part of our
background on the company. Please also give the writers due credit for their work. The links
below and PDF is attached to which we have added a few of our own notations:

https://www.getrevue.co/profile/lvsadvisory/issues/twitter-investment-thesis-and-lessons-from-2020-316395
https://nymag.com/intelligencer/2021/02/capitalist-case-for-overhauling-twitter.html

Our highlights of the Twitter story:
e  Twitter controls the world’s pre-eminent public communication platform. But arguably
it has hardly tried(?) to monetise this asset at all.
e However, a great many other companies worldwide user Twitter in order to build
followings so they can monetise their own products elsewhere
o This speaks to the company’s latent pricing power/value of the network
e The changes that took place in the shareholder base last year with activists arriving will
likely herald a big change in the company going forward. Many are already taking place
o That this might not be a comfortable ride for Dorsey and team when we look at
the quality and dedication of those that have bought stakes
o These investors are in for the long haul and want lasting change
o We think they are right in having identified an under-utilised important global
asset
e Interesting too is the Investor Day scheduled for Feb 25". Why have one if you have
nothing new to say?
https://investor.twitterinc.com/events-and-presentations/twitter-analyst-day/default.aspx

e That a move to greater monetisation is inevitable, but the speed and scale is unknown.

o Atwhat we suggest is low absolute starting valuation vs. peer platforms and low
investor sentiment any improvements will be rewarded (ref this week’s price
reaction to talk of “monetisation’)

o The company’s acquisition of Revue we think is interesting/important.
Additional paid content is clearly coming and we think would be welcomed by
many users

e We think platform and user focus and deferred gratification/untapped pricing power are
important drivers of this business

o The group’s sole focus on its platform and the user experience of which, reminds
us of Spotify. l.e. it looks to have focused on the communication tool for users
over and above monetisation. That is why users like it more than advertisers or
investors do (currently)

o That it has not over-sold the advertising angle up to now maybe leaves it open to
develop other (better?) monetisation tools (newsletters etc.) that are less intrusive
to the user experience?


https://www.getrevue.co/profile/lvsadvisory/issues/twitter-investment-thesis-and-lessons-from-2020-316395
https://investor.twitterinc.com/events-and-presentations/twitter-analyst-day/default.aspx
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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.



