
Marlin Global 

PO Box 33 549 

Takapuna 

Auckland 0740 

 

21 July 2013 

Dear Directors of Marlin 

I am writing to you as a shareholder concerned with the sizable discount that the market places on 

Marlin Global’s portfolio. 

As noted in the July’s monthly update, the discount (19.5% at June month end) “[t]he discount could 

provide value, as investors are able to purchase a portfolio with a NAV of $0.88 per share for only 

$0.71”. 

The claim is correct: the discount could provide value. I suggest three ways in which Marlin could 

guarantee that the discount will provide value. They are, in order of increasing magnitude: 

 Stop the dividend reinvestment plan discount. 

 Buy back more shares on market. 

 Reduce the dividend to 1% per quarter (or 2% per half-year), with no dividend reinvestment 

plan, and buyback shares whenever they trade at a 15% discount. 

I favour the third but will explain the mechanics of each. 

Stop the dividend reinvestment plan discount 

Stopping the dividend reinvestment plan discount is the most straightforward and obvious course of 

action.  

The combination of the discount, Marlin’s on-market buybacks, and the dividend reinvestment plan 

discount result in an absurd money-go-round where the only winners are sharebrokers and Marlin 

shareholders who reinvest their dividends at a discount and thereby dilute anyone who needs the 

cash dividend. 

Here’s one way of looking at the economic substance of what happens: 

 At each dividend date, shareholders who choose to have their dividends reinvested are able 

to buy the portfolio at a discount equal to the discount the market places on the shares, plus 

the 3% discount. On the latest dividend date, this was approximately 21% or so. 

 Shareholders who elect to receive cash instead of further shares are diluted, because other 

shareholders take net asset value from those shareholders who don’t elect to receive the 3% 

discount. Presumably some of these shareholders receiving the cash need it, and are willing 

to wear the costs of dilution, or are simply unaware of this money-go-round. 

 Having issued further shares under the dividend reinvestment plan at a 21% discount, Marlin 

buys back its shares at the market price, which provides an 18% discount. To do this it pays 

brokerage fees.  



 To avoid being diluted, a shareholder should elect the dividend reinvestment plan, receive 

further shares, and then sell these on the market once received, so that the shareholder 

does not get diluted. In doing this, the shareholder will necessarily pay further brokerage 

fees. 

 Having bought back shares over the quarter (probably from many people who elect the 

dividend reinvestment plan and then sell them on market), Marlin then reissues these 

shares at a further discount on the next dividend date. 

 The process begins again. 

There is no doubt that the above is what is happening, and it in no way makes any sense. Marlin 

clearly needs to end the discount on the dividend reinvestment plan to stop this multiple brokerage 

rort. The only people who are gaining are brokers.  

The only part of the money-go-round above that makes sense is buying back shares at a discount, 

and I suggest that Marlin do this on a larger scale. 

Buy back more shares on market 

Evidently Marlin is well aware of the value inherent in buying a portfolio at a discount – it is 

advertised in the July monthly update. 

Another way of looking at this is to suggest that Marlin’s managers must think that its current 

portfolio is the best value (otherwise, why does it hold the portfolio?) I suggest further, that buying 

any further portfolio positions does not make sense, when Marlin can buy its own portfolio at a 

20% discount by buying more shares on the market today! 

This is especially stark when reading the July monthly update. The update states that the managers 

“use[d] the recent weakness in markets to selectively add to a small number of stocks”. But the 

managers could have effectively bought more of the whole portfolio at a discount of 20% by buying 

its own stock. That clearly has to be a better deal. 

Reduce the dividend to 1% per quarter (or 2% per half-year), with no dividend reinvestment plan, 

and buyback shares whenever they trade at a 15% discount. 

Paying out 8% out NAV each year is not sustainable. I suggest paying out 4% per year, and have no 

dividend reinvestment plan. Doing this, coupled with buying back all shares on-market until the 

discount is 15% or less is a fair way to provide value for all shareholders.  

The above options are three ways to reduce the discount. I know that the fund and its directors are 

concerned about the discount. Of course I welcome any other methods that would also shrink the 

discount. Please feel free to contact me about any of the details in this letter or any other 

suggestions that the fund or its directors may have to shrink the discount. 

Respectfully yours 

 

 


