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Transaction Capital - Why we Shorted
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Transaction Capital - Why we Shorted
by Rajay Ambekar

Transaction Capital is down approximately 65% over the last few days. We shorted the
share in our Hedge strategies. Why?

The valuation had increased to over 20x forward Price to Earnings. For a business that sells
second-hand vehicles (WeBuyCars), provides loans for Taxi’s and collects on books, this is
extreme (even with strong growth promises). The below chart shows how this valuation
moved significantly higher in early 2022.

Source: Bloomberg

On a Price to Book valuation (as the chart below shows), the share rerated from 1.2x in
2013/14 to over 3.5 times. Once again, unjustified considering the businesses they own.

Source: Bloomberg

Apart from valuation the following concerns were noted:
e Almost 19% of the SA Taxi book was in debt rehabilitation.
e Increasing trend in SA Taxi loan write offs.
e Taxi's are generally not good collateral for loans.
e Material insider share sales.
e WeBuyCars was acquired at a high point in used car sales/values.
e Deteriorating cash generation.
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Excelsia Capital Proprietary Limited (Registration No. 2015/131328/07) is an authorised financial services provider in terms of
the Financial Advisory and Intermediary Services Act 2002 (FSP No. 46756). Excelsia Capital is not authorised to and does not
provide financial advice. Accordingly, all information contained in this newsletter should not be construed, or relied upon, as
advice. Any representation or opinion is provided for information purposes only. Excelsia Capital does not undertake to update
or amend the information on an ongoing basis or to advise any person if such information subsequently becomes inaccurate. It
is not intended to create, and shall not be capable of creating, any obligation or liability on the part of Excelsia Capital.

Given that value of investments will fluctuate over time and that past returns may not be indicative of future returns, an investor
should seek independent professional financial, legal and tax advice relevant to their individual circumstances before making
any investment decision. The validity and accuracy of any illustrations, forecasts or hypothetical data are not guaranteed and
are only provided for illustrative purposes.
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