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Who is Argyle Street Management?
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Who is Argyle Street Management?

“Special situations” fund manager in Hong Kong
Manages US$ 2 billion of assets in Southeast Asia and China/HK/Taiwan

Distressed debt, bankruptcy situations, shareholder activism, litigation funding,
non-ESG assets (e.g. coal)

We invest in what few people want to touch (because we aren’t smart)

Founded by Kin Chan (ex-Goldman Sachs)
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What does “shareholder activism” even mean?
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A wise old man once said...
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Price is what you pay. Value is what
you get.

— (lJarren B u%dt —
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But another wise old man said...
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There's no such thing as a free lunch.

— Mten Friedman —
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If there is no free lunch,
how can “price < value”?
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Thought experiment
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How much would
you pay for this box?

The money adds
up to be $1,000
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How much would
you pay for this box?

There is $1,000
iInside (but the
password is lost)
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g How much would

' you pay for this box?

There is $1000 inside (but
the password is lost)
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the harder to unlock,
the lower the price
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Shareholder activism i1s all about

how to pick open the lock
(it’s very hard)

16



ARGYLE STREET
MANAGEMENT LIMITED

Why do such market
inefficiencies even exist? /o3

-
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The right question is:

Why shouldn’t such
Inefficiencies exist?

Let’s face it:

 The problem of “one share, one vote”

« Shareholder apathy and ignorance

 Regulators don’t care

* Principal-agent problem (e.g. state-owned enterprises)
 Too many loopholes
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Examples of activists in Hong Kong
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Activist financial investors are rare In
Hong Kong

Elliot Management (e.g. Bank of East Asia) - has exited HK
Silchester International (e.g. TVB)
Passport Capital (e.g. Pacific Century)

David Webb (webb-site.com)
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A live case of activism: China Merchants China

Direct Investments 1B3&|
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Case study:

China Merchants China Direct Investments
HERPEESE

(133 HK)
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CMCDI is undervalued...
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CMCDI has good assets...

Other assets (each
<4% total assets),
Hitr (8o S 25
<49%)

18%

1% stake in NBA
China (1%f&#7, 38

Beti)]
H0%

1.6% stake in » 0.2% stake in China _
Insta360 (unlisted) Mg{g_hgﬂts Bank (I|sted_)
SR ERT (1.6%E ?EF-:‘?J&ETTJ;IEE;%% (0.2%

#, FE L) H;E)
4% 7% stake in China Credit -

Trust (unlisted) SEREFE(T%
A, FE i)
20%

3 5% stake in iFlyhealth (may IPO soon) ~ 0-3% stake in iFlytek (listed

FRESF (3.5%F+], B3 Fidh) shares) B AAFE LHEE
5% (0.3%831%)
6%
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CMCDI has a fractured shareholding structure

China Merchants Mr. Victor
Group™® Chu*
HAEEEE B

Others

Lazard Asset Argyle Street

Management® Management*

17% 9% 46%

Investment

Manager CMCDI

acts as the manager of EEEThEES
S FRREEE
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Our campaign
against CMCDI

il :@] Unlocking value — China Merch. X +

< Cc 2% unlockvaluechinamerchants.com aQ W * O} (@ WA Finish update :
) Mysie G0 Reacer IS @ »

UNLOCKING VALLIE
Bt

)

China Merchants China Direct Investments

HEAEPEES

(133 HK)

LATESTNEWS EHiES

7March 2024 HSBC closed-end fund: a case study of good stewardship ;T

MR  SUEENET

7February 2024 We currently own ~7% shares % fiR3A87%E 5

18 January 2024 Media coverage #1585 : BB (Mingpao)

16 January 2024 Media coverage I2E® S : FE01/ (HKO1)

8.January 2024 A proposal that will increase shareholder value by 112% 18111

BEREMEN2%8TE

Read our full proposal to China Merchants (PDF, 26 pages)
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Our media
campaign

Cl BEESASMBREMETF E - U

2% hkO1.com/FF#E1REA A9 [@ @WH  Finish update :

AP AT EKZEEN (0128 ) BRIKER - AL EEKRFArgyle Street

Management ( ASM ) XE#HBZE | ASM&EMEKHBETEEEEEEE
A~ EELLMEAESEBEFEES (0133) "EREE, -

ASMBRIFEA6%EEFPEEE - T1EX6,9008 7T - ASMigHL - B
Z20FH - HERPEESRRERTEEFENT R -
Hal - Hh{E / EEFELE (P/NAV) RE0.27E - B - ASM:R
5 ZEENREHGSESET  HEAE-SELAHEBRTAK  #2
2023FIRLEEMEERZ4% -

R3ARRHE IR EE
ASMIE - RiEPEESREEEARY —EBEOEHHR - LT E
AR REE 112% - BFEEMER AR ENBRUA < AIB(LEER
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It’s hard work
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and It’s complicated

. What does Lazard think?

. What does China Merchants actually care about?

. What can China Merchants do to fight back?

. What else can we do to fight back?
. How to give everybody ‘“face”?

. Media campaign? Public pressure?
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Real Estale == g

Opportunity: Temporal withdrawal of
liquidity

Sz
S

« Natural Resources ™=
Na

Opportunity: Assets that fall out of
nd favour for ESG reasons

Qq Financials

Opportunity: Balance sheet issues

L7

> (b Energy _— e

Opportunity: War driven dislocations
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) . A%2 Event Driven, activism, etc.
c@" Mezzanine and structured lending

o] Pre-IPO companies stranded
eee by market conditions

Financing corporate buybacks of
'ﬁ‘ distressed debt

o o e =

5 Forced sales by overly

. i leveraged conglomerates
Private

b e e m e illiquid sirategies N Litigation Funding

Primary Secondary
lending market debt

Bank / fund

OurF Today - |
ur Focus Today portfolios

Closed-end funds trading at

a significant discount to NAV High quality debt discounted due to

market illiquidity

)

6

Bank and investment fund

M) portfolio divestment “Fallen angels” downgraded due to

sovereign downgrade

@
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Philip Limas
Investment Associate,
Argyle Street Management

. There are many unigue ways to make money.

. Making money is not easy, it requires a lot of hard (and exciting!) work

. Finding solutions demands creativity, as nothing in the real world is purely textbook.
. Emphasize your downside protection. (Things can and often go south more

frequently than you might want to believe)

. Understanding basic context is important (Try not to upset people)
. Figure out what you’re good at and stick with it.
. Read extensively about anything, you won’t really know when it might be useful.

. This is not rocket science.
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Q&A

We do hire interns and analysts from time to time

brian.liu@asmhk.com
+852 6020 2566

Philip.limas@asmhk.com
+852 6298 6100
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