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ARB HOldingS Ltd Offer Price 800cps
Offer to Minorities & Proposed Delisting

Share Price 760cps
Share Code: ARH — Market Cap: R1.8bn — PE: 9.3x — DY: 4.3%

Implied Return 5%

Industrials | South Africa

Offer to Minorities & Proposed Delisting

e A company owned by Masimong (50.1%-shareholding) and ARB's Share Price History (cps)
Sabvest (49.9%) has made an offer to minority shareholders 1000
(other than the Burke Family that collectively holds 62.9% of
ARB'’s shares) to acquire their shares for cash of 800cps. 500

e Ifthe scheme is approved by shareholders (75% vote is o
required) & goes ahead, ARB will also be delisted from the JSE. 08 09 10 11 12 13 14 15 16 17 18 19 20 21

e Besides the usual conditions/clauses & the approvals needed, ARB's Share price (cps)
the scheme currently has irrevocable support of 69.41% of .. Linear (ARB's Share price (cps))
shareholders (that can vote at the scheme meeting, i.e.
“disinterested shareholders”) and, thus, we view it as highly- Sources: Bloomberg, Blue Gem Research
likely that this transaction successfully conclude.

e See the full announcement here: LINK. ARB's Historic ROE (%), ROCE (%) & ROA (%)

Previously Published Valuation: Justifies Offer Price

20.0%

e Inour previously published FY 21 results piece, we saw fair 15.0%
value as 654cps on a Price Earnings (PE) of c.7.9x, which is 10.0% I I |I |I
hardly demanding given the quality of the underlying ZZi I II
bUSinesses and dld Imply some upSide riSk to thlS VieW. FY18A FY19A FY20A FY21A FY22E
e  Our EV/EBITDA-implied fair value of 740cps adds weight to oo o

this view of fair value and its upside risk.

Our Thoughts: Fair Premium & Well-supported Offer

Given our view of ARB’s fair value, the 800cps offer price for
minorities comes in at a ¢.22% premium to this (not counting
the even larger premium against the pre-offer share price).
The offer is pricing a material minority stake. The Burke family
will remain in control post-delisting and, thus, this offer should
not include a classical “control premium” as control is not, in
fact, being acquired. Thus, we consider this offer price to be
quite fair and, likely, attractive to minorities.

This view is backed up by the large number of irrevocables
secured (including institutional investors and former insiders).
These irrevocables (totalling c.69.41% of shares able to vote
on this deal) furthermore imply the likelihood of this deal
successfully concluding as quite probable.
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Sources: Bloomberg, Blue Gem Research
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Key Forecast (R m) FY 19A YoY % FY 20A YoY % FY 21A YoY % FY 22E YoY % FY 23E YoY %
Revenue 2,706 4% 2,353 -13% 2,923 24% 3,110 6% 3,273 5%
EBITDA 173 -21% 167 -4% 324 94% 350 8% 382 9%
HEPS (cps) 58.2¢cps -19% 60.0cps 3%  82.5cps 38%  95.9cps 16% 102cps 6%
Return on Equity (%) 13.8% 8.1% 16.8% 17.3% 16.6% -
Price Earnings Ratio (x) 13.2x 12.8x - 9.3x - 8.0x - 7.5x -
DPS (cps) 25.0cps -29% -100%  42.5cps >100%  38.4cps -10%  40.7cps 6%
Dividend Yield (%) 3.2% 0.0% 5.5% 5.0% 5.3% -

Sources: ARB Holdings, Bloomberg, Iress, Blue Gem Research; *ARB only declares final dividends
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Key Forecast (R m) FY 19A YoY % FY 20A YoY % FY 21A YoY % FY 22E YoY % FY 23E YoY%
Revenue 2,706 4% 2,353 -13% 2,923 24% 3,110 6% 3,273 5%
Electrical Wholesaling 2,097 -1% 1,746 -17% 2,191 25% 2,345 7% 2,474 5%
Lighting 649 29% 675 4% 812 20% 850 5% 889 5%
Gross Profit 651 6% 588 -10% 751 28% 780 4% 817 5%
Gross Profit Margin (%) 24.0% - 25.0% - 25.7% - 25.1% - 25.0% -
Operating expenses -497 19% -453 -9% -473 5% -482 2% -489 2%
EBITDA 173 -21% 167 -4% 324 94% 350 8% 382 9%
EBITDA Margin (%) 6.4% - 7.1% - 11.1% - 11.3% - 11.7% -
ﬁ]‘t’:::?tng Profit/(Loss) Before 177 -23% 103 -42% m 163% 316 17% 347 10%
Net interest received/(paid) 17 -29% 4 -78% 5 42% 7 31% 9 34%
Net Profit (Parents) 135 -20% 84 -38% 191 128% 225 18% 239 6%
m;ﬁg;ﬁf Ave. Number of Shares 235.0 0% 2350 0% 2350 0% 2350 0% 2350 0%
EPS (cps) 57.4cps -20% 35.7cps -38% 81.4cps 128% 95.9¢ps 18% 102cps 6%
HEPS (cps) 58.2cps -19% 60.0cps 3% 82.5cps 38% 95.9¢cps 16% 102cps 6%
Gross Ordinary DPS (cps) 25cps -29% - -100% 43cps >100% 38cps -10% 41cps 6%
Dividend Yield (%) 3.2% - 0.0% - 5.5% - 5.0% - 5.3% -
Dividend Cover (x) 2.3x 14% - - 1.9x - 2.5x - 2.5x -
Property, Plant & Equipment 413 25% 430 4% 509 18% 609 20% 620 2%
Intangible Assets 76 -20% 10 -87% 10 0% 10 0% 10 0%
Current Assets 1,201 3% 1,105 -8% 1,449 31% 1,458 1% 1,585 9%
Net Cash 181 -30% 152 -16% 345 127% 399 16% 502 26%
Cash 181 -30% 152 -16% 345 127% 397 15% 500 26%
Overdraft - - - - - - 1 - 1 -
Interest-bearing Liabilities - - - - - - 1 - 1 -
Shareholder’s Equity (Parent) 1,022 6% 1,043 2% 1,236 18% 1,371 11% 1,514 10%
Non-current Liabilities 64 -16% 97 52% 164 70% 160 -2% 160 0%
Current Liabilities 478 19% 357 -25% 525 47% 478 -9% 455 -5%
NAV per share (cps) 435cps 6% 444cps 2% 526¢cps 18% 583cps 11% 644cps 10%
TNAV per share (cps) 409cps 9% 436¢pd 7% 512cps 18% 579cps 13% 640cps 11%
Cash Generated by Operations 226 0% 135 -40% 356 163% 330 -7% 335 2%
Cash Conversion Ratio (%) 130% - 81% - 110% - 94% - 88% -
E:tt“iflse: Flow from Financing -204 78% -46 -77% -26 -44% -135 417% -47 -65%
Net Increase / (Decrease) in Cash 39 - -29 - -43 - 9 - -10 -
Return on Equity (%) 13.8% - 8.1% - 16.8% - 17.3% - 16.6% -
Return on Capital Employed (%) 9.9% - 5.8% - 12.5% - 13.2% - 13.1% -
Return on Assets (%) 8.6% - 5.7% - 10.3% - 11.4% - 11.3% -
Price Earnings Ratio (x) 13.2x - 12.8x - 9.3x - 8.0x - 7.5x -
Current Ratio 2.5x = 3.1x = 2.8x = 3.1x = 3.5x =
Quick Ratio 1.2x = 1.4x = 1.6x = 1.8x = 2.2x =

Sources: ARB Holdings, Bloomberg, Iress, Blue Gem Research workings, assumptions, and forecasts

2|Page




ARB Holdings Ltd — Ad Hoc Note — Blue Gem Research — 7 February 2022

Disclaimer

Confused by this report? View our methodology, FAQ and this disclaimer.
* Market prices in this report predominantly set to a Closing Price on during 4 February 2022 (760cps).

Potentially a Commissioned Report

With reference to the disclosure contained within the ‘Disclosures*’ section below, it is possible that Blue Gem Research (Pty) Ltd has agreed with ARB
Holdings Ltd (hereafter referred to as ‘the Company’) for the inclusion of the Company in its coverage universe for a certain time period. Part of this
agreement includes payment to Blue Gem Research (Pty) Ltd by the Company and, as such, Blue Gem Research (Pty) Ltd, any employees, contractors and/or
analysts who worked on this report cannot be considered independent in any way. Thus, this is a commissioned report and cannot be considered financial
advice, investment advice or any such similar material.

In the event that this is not a ‘Commissioned Report’, then all the usual disclaimers concerning independent research are applicable per industry norms.
Ownership of the Report

This report is the property of Blue Gem Research (Pty) Ltd, but may be freely distributed so long as in the act of such a distribution no additions to, deletions
from and modifications to this report are made. Furthermore, no party without the express permission of Blue Gem Research (Pty) Ltd may sell this report or
make any direct form of compensation from the redistribution thereof.

Frequency of Next Update

The frequency of new and/or updated report is left at the discretion of Blue Gem Research (Pty) Ltd. No guaranty or promise is made for any level of
frequency or timeliness concerning an update or related report with regards to this report.

Disclosures*

A. The analyst is an officer, board member, or director of Blue Gem Research (Pty) Ltd.
B. The Company is a client of Blue Gem Research (Pty) Ltd (i.e. this is a Commissioned Report) and Blue Gem Research (Pty) Ltd has received money in
exchange for the production of this report.
C. Analyst holds long or short personal positions in a class of common equity securities of this company either directly or indirectly.
ARB Holdings Ltd B

Financial Numbers, Forecasts, Valuations and other Assumptions

While every effort has been made by Blue Gem Research (Pty) Ltd to ensure the accuracy and integrity of the financial numbers, ratios, forecast, valuations
and other quantitative and qualitative data in this report, Blue Gem Research (Pty) Ltd does not warrant or guaranty its accuracy. The reader relies on this
data and information from this report at his/her own risk. Furthermore, in the case of forecasts and valuations, Blue Gem Research (Pty) Ltd wholly and
completely cannot be held liable for any damage or loss caused by any individual, collection of individuals or business or any other party by said party acting or
not acting based on the forecasts and valuation(s) included in this report. By their very nature, forecasts and valuations may not be accurate and, indeed, may
be wholly and completely wrong.

General Opinion, Not Specific Advice

This report is prepared on a per share basis. Blue Gem Research (Pty) Ltd is, therefore, giving an opinion (and not financial advice) on a per share basis, which
may or may not be applicable to the reader (or any person, entity or related person or entity). Blue Gem Research (Pty) Ltd lacks complete knowledge of any
reader’s (or any person, entity or related person or entity) portfolios and/or individual circumstances and, therefore, any of Blue Gem Research (Pty) Ltd’s
opinion(s) or implied opinion(s) are general in nature and not a specific recommendation or advice, nor can they be construed to be specific in nature. Hence,
in no way is this report financial advice.

Legal Entities

To South African Residents: Blue Gem Research (Pty) Ltd is not an Authorised Financial Services Provider. This report is not financial advice, investment advice
or any such similar material. This report constitutes “marketing information”. Blue Gem Research (Pty) Ltd and/or its employees and/or officers have no
knowledge of any reader’s or readers’ financial position(s) and, hence, this cannot in any way be construed as direct or indirect advice leading any person or
persons to act thereon. Any decision made or not made which can in any way be linked to this report is solely the responsibility of the party or parties making
such a decision. l.e. Blue Gem Research (Pty) Ltd cannot be held liable for any result based on any decision that can be directly or indirectly linked to this
report.

General

For the purposes of this report Blue Gem Research (Pty) Ltd refers to all employees of Blue Gem Research (Pty) Ltd. This research report is based on
information from sources that Blue Gem Research (Pty) Ltd believes to be reliable. Whilst every care has been taken in preparing this document, no research
analyst or employee or director of Blue Gem Research (Pty) Ltd gives any representation, warranty or undertaking and accepts no responsibility or liability as
to the accuracy or completeness of the information set out in this document (except with respect to any disclosures relative to members of Blue Gem
Research (Pty) Ltd and the research analyst/s involvement with any issuer referred to above. All views, opinions and estimates contained in this document
may be changed after publication at any time without notice. Past performance is not indicative of future results. The investments and strategies discussed
here may not be suitable for all investors or any particular class of investors; if you have any doubts you should consult your investment advisor. The
investments discussed may fluctuate in price or value. Changes in rates of exchange may have an adverse effect on the value of investments. This material is
not intended as an offer or solicitation for the purchase or sale of any financial instrument. Employees of Blue Gem Research (Pty) Ltd and/or their respective
directors’” may own the investments of any of the issuers discussed herein and may sell them to or buy them from clients on a principal basis. This report is
intended solely for clients and prospective clients of Blue Gem Research (Pty) Ltd and is not intended for, and may not be relied on by persons to whom this
report may not be provided to by law. This report is for information purposes only. By accepting this document, you agree to be bound by the foregoing
limitations and release Blue Gem Research (Pty) Ltd from any potential legal or otherwise liability.

NOT FOR DISTRIBUTION OUTSIDE OF SOUTH AFRICA OR ANY TERRITORY WHERE THIS MATERIAL MAY BE CONSIDERED ILLEGAL.
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