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By no means a new concept or framework,
Special Purpose Acquisition Companies,

or SPAC’s, have found their purple patch
economic and

during these quixotic
financial times.

As discussed earlier this week and more
broadly across industry and academia,

Lower Bound, or ZLB, across US and
developed economies, raises once again the
legitimate fear of quiescent and sluggish

listed laggards, or in the jargon, “Zombic : .
¢ pandemic.

thanks to the blunt and yet cogent stimuli of Nikola - Corp.

Companies” — who only continue to survive

unconventional monetary policies the world : . .
¢ earlier this month.

: Pershing Square Tontine Holdings became
i the largest SPAC on record when it began
i trading earlier this week. :
:  Not without shortcomings and risks of :
: their own, SPAC’s are the funding vehicle :
. of the moment because they are formed to :
i raise capital in an initial public offering :

over - continuing on into the 2020’s without
viable or commercial earnings potential,
appropriate risk protocols or worse yet,

capability to meet even the minimum ESG

thresholds expected by almost all in this
decade.

Cite:- How The Inverted Yield Curve
Affects Australia, 20 June 2019

Cite:- Responsible Investing
Optimisation: Understanding In Three
Easy Steps

Invigorated immediately after the

2001-2002 Tech Bubble and post Nine-
Eleven seachange, US SPAC’s began to

reappear across the public offerings
landscape, bridging the funding nexus
between institutional insurance and

reinsurance behemoths, (we now know)
Panama-registered private
proxies plus wholesale investors and the
newly prioritised US homeland security
service providers,

opportunities.

Cite:- Why Investors Can’t Ignore What's
Happening In South America, 21 May 2016

Cite:- China Opens Its Doors To Private
Capital, 1 November 2014

The flurry of new SPAC megadeals

announced in recent weeks should not :

therefore come as a surprise as the

transfigurations imposed by the Great :
Corona Crisis (GCC) marry perfectly with :

the relatively more nimble, practical and
dependable rigour SPAC funding vehicles
provide.

Well publicised 2020 SPAC’s megadeals
include: (1) Virgin Galactic Holdings
[SPCE:US] employed a SPAC structure, led
by Social Capital Hedosophia to bring its

equity :

LISTED SPAC

Acquisition
typically within
24 months

Blind pool of cash raised
by financial sponsor through
IPO to acquire a private
operating company

: ) : shares onto the public market at the very :
the earthward spiral towards the Zero  start of the year, (2)) In April, DraftKings
¢ [DKNG:US] moved forward with its merger :
: with Diamond Eagle Acquisition, after :
. postponing it due to the coronavirus :
(3.) Electric-truck company
its i
: combinationwith SPAC VectoIQAcquisition :
Bill Ackman’s :

INKLA:US] closed on

(4.)

¢ (IPO) format but with the specific purpose :
of using the proceeds to acquire one or :
: more unspecified businesses or assets to :
i be identified after the IPO and the SPAC :
: will pursue an acquisition opportunity and
! negotiate a merger or purchase agreement :
: to acquire a business or assets, referred :
i to as the “business combination”, with :
¢ the stewardship of an Investment Bank or :
i Manager (Pershing Square, et al), known for :
: closing said megadeals. 5
. SPAC’s go through the typical IPO :
¢ process of filing a registration statement :
related government : with the US SEC, clear SEC comments and :
contracting markets, onshore (US) energy undertake TPO-esque roadshows followed
and increasingly lucrative but illiquid :
PRC Chinese and BRIC early unicorn :

by a firm commitment underwriting.

But their attractiveness for wholesale :
i and hedge fund managers in the ides of :
i 2020 is the fact that the IPO proceeds will :
be held in a trust account until released :
: to fund the business combination or used :
¢ to redeem shares sold in the IPO, serving :
. as a pseudo-cash proxy with the option of :
the acquisition, anytime out to twenty four :
: months’ time.

In a time when, “cash is trash” (Ray :
Dalio), a pseudo-cash corollary for many :
! institutional and family office managers :
: may be highly attractive, on the assumption :
: that the sponsors are trusted. :
:  Sponsors traditionally receive a twenty :
i percent stake in the acquired company, :
: if investors approve and for a specified
{ nominal quantum.

TARGET COMPANY

Fully operating
private company

LISTED ‘SUCCESSOR’
COMPANY

Operating
Company

Value generation through
highly incentivized
management structure

Importantly, following the announcement
of “business combination” signing, SPAC’s
undertake a mandatory shareholder vote or
tender offer process, in either case offering
the public investors the right to return their
public shares to the SPAC in exchange for
an amount of liquidity akin to the IPO price
paid.

If the “business combination”, is approved
by the shareholders and the financing and
other conditions specified in the acquisition
agreement are satisfied, the combination
is finalised, technically referred to as the
De-SPAC transaction.

Thereafter, the SPAC and acquired
. business combine into a publicly traded
operating company.

Clean shell companies or “blind pools”
: have been around since the early 1990’s
and the core premise has always remained
the same: investors advance cash to the
sponsors of the blind pool who look for
something for the public shell company to
acquire.

SPAC sponsors have been pitching the
revived investment funding channel as
the ideal approach to reviving maturing
Unicorns or as an expeditious (vis-a-
vis Private Equity or traditional IPO
alternatives) on-market approach of
. established family-owned businesses,
: wishing to exit while the current bull run
ends.

Cite:- Bloomberg: Rishaad Salamat,
{ Yvonne Man & Stirling Larkin Discuss
2019 The Transition Year, 12 March 2019

Cite:- Bloomberg Kathleen IHays &
Stirling Larkin Discuss Global Rally
Leading Up To 2020 US Elections, 26
November 2019

Cite:- Bloomberg Kathleen Hays &
Stirling Larkin Discuss Iran, Cyber, US
Markets, 8 January 2020

Whether seeking firmer ground, tax-
aware investments or simply opportunities
notcompletelymiredin hyper-bureaucracy,
SPAC’s are the megadeal trades of now.

? australianstandfirst.com

This information contained herein has been prepared and issued Australian Standfirst Asset Management Pty Ltd ACN 612 265 219 as an AFS Representative 1276948 of Australian Standfirst Funds Management Ltd
ACN 618 083 079 AFSL 510315 and is provided for educational purposes only and should not be taken as advice. This is not an offer to buy/sell financial products. We do not provide personal advice nor do we consider
the needs, objectives or circumstances of any individual. Financial products are complex and all entail risk of loss. The price and value of investments referred to in this research and the income from them may fluctuate.
Past performance is not indicative of future performance, future returns are not guaranteed and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain
investments. Certain transactions, including those involving futures, options, and over-the-counter derivatives, give rise to substantial risk as they are highly leveraged, and are not suitable for all investors. Please ensure you obtain professional advice
(including tax advice) to ensure trading or investing in any financial products is suitable for your circumstances, and ensure you obtain, read and understand any applicable offer document.

Allintellectual property relating to the information provided vests with Australian Standfirst unless otherwise noted and the research is provided on an as is basis, without warranty (express or implied). All views shared are Australian Standfirst views
and do not represent any other organisation or individual (unless cited accordingly). The information, opinions, estimates and forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update
our research as appropriate and where possible. Whilst the research has been prepared with all reasonable care from sources, we believe to be reliable, no responsibility or liability shall be accepted by Australian Standfirst for any errors or omissions
or misstatements howsoever caused. No guarantees or warranties regarding accuracy, completeness or fitness for purpose are provided by Australian Standfirst, and under no circumstances will any of Australian Standfirst, its officers, representatives,
associates or agents be liable for any loss or damage, whether direct, incidental or consequential, caused by reliance on or use of the research.


https://australianstandfirst.com/wp-content/uploads/2020/07/Australian_Standfirst_Global_Investor_Update_220720.pdf
https://en.wikipedia.org/wiki/Zombie_company
https://en.wikipedia.org/wiki/Zombie_company
https://australianstandfirst.com/wp-content/uploads/2020/05/Australian_Standfirst_The_Global_Investor_Circular_May_2020_Edition.pdf
https://australianstandfirst.com/wp-content/uploads/2020/05/Australian_Standfirst_The_Global_Investor_Circular_May_2020_Edition.pdf
https://australianstandfirst.com/why-cyber-security-will-be-key-issue-in-2020s/
https://australianstandfirst.com/wp-content/uploads/2020/03/Australian_Standfirst_Global_Investor_Update_300320.pdf
https://australianstandfirst.com/wp-content/uploads/2020/03/Australian_Standfirst_Global_Investor_Update_300320.pdf
https://australianstandfirst.com/how-the-inverted-yield-curve-affects-australia/
https://australianstandfirst.com/how-the-inverted-yield-curve-affects-australia/
https://australianstandfirst.com/global-core-fund-series/responsible-investing-optimisation/
https://australianstandfirst.com/global-core-fund-series/responsible-investing-optimisation/
https://australianstandfirst.com/global-core-fund-series/responsible-investing-optimisation/
https://en.wikipedia.org/wiki/BRICS
https://australianstandfirst.com/why-investors-cant-ignore-whats-happening-in-south-america/
https://australianstandfirst.com/why-investors-cant-ignore-whats-happening-in-south-america/
https://australianstandfirst.com/china-opens-its-doors-to-private-capital/
https://australianstandfirst.com/china-opens-its-doors-to-private-capital/
https://www.nyse.com/spac
https://www.cnbc.com/2020/07/22/bill-ackman-and-tontine-holdings-rewrite-the-terms-for-spacs.html
https://www.cnbc.com/2020/07/22/bill-ackman-and-tontine-holdings-rewrite-the-terms-for-spacs.html
https://australianstandfirst.com/video/bloomberg-rishaad-salamat-yvonne-man-stirling-larkin-discuss-2019-the-transition-year/
https://australianstandfirst.com/video/bloomberg-rishaad-salamat-yvonne-man-stirling-larkin-discuss-2019-the-transition-year/
https://australianstandfirst.com/video/bloomberg-rishaad-salamat-yvonne-man-stirling-larkin-discuss-2019-the-transition-year/
https://australianstandfirst.com/video/bloomberg-kathleen-hays-stirling-larkin-discuss-global-rally-leading-up-to-2020-us-elections/
https://australianstandfirst.com/video/bloomberg-kathleen-hays-stirling-larkin-discuss-global-rally-leading-up-to-2020-us-elections/
https://australianstandfirst.com/video/bloomberg-kathleen-hays-stirling-larkin-discuss-global-rally-leading-up-to-2020-us-elections/
https://australianstandfirst.com/video/bloomberg-kathleen-hays-stirling-larkin-discuss-iran-cyber-us-markets-australian-bushfires/
https://australianstandfirst.com/video/bloomberg-kathleen-hays-stirling-larkin-discuss-iran-cyber-us-markets-australian-bushfires/
https://australianstandfirst.com/video/bloomberg-kathleen-hays-stirling-larkin-discuss-iran-cyber-us-markets-australian-bushfires/
https://australianstandfirst.com/
https://stirlinglarkin.com/
https://australianstandfirst.com/
https://stirlinglarkin.com/

