Column:  Viking

     The investment mandate of former Dorchester Pacific managing director Brent King’s new venture, Viking Capital, is so wide you could drive a truck through it.

     Not for King are rules about limiting or spreading risk: if he wants to, he can bet all of the up to $20 million he is seeking to raise for his NZAX listed investment vehicle.

     “It’s a matter of whether people believe our group is able to make investments that give shareholders a good return on their funds,” he says.

     “Our group” currently consists of King, 42 Below executive chairman Grant Baker and former finance minister Sir William Birch.

      King and Baker are each putting a significant swag of money into Viking, King subscribing for $5 million worth of the shares and Baker for $1.7 million worth. The prospectus says Birch will also subscribe for an unspecified number of shares, but King and Baker are regarded as the “founder shareholders.”

     The float isn’t underwritten and the company will need to sell a further five million shares at 25 cents each before the minimum 31.7 million shares benchmark is reached which will allow the company to get underway.

     King agrees the essential message in his prospectus is simply: “trust me and my track record.

     “It’s for people who know me and want to be part of it. It’s very much a Brierley-type concept – these are my thoughts, do you want to come along for the ride?”

     The prospectus doesn’t contain any forecasts and it warns investors not to expect any dividends.

     It does indicates that he intends to be a hands-on investor and that he expects the economy to change significantly over the next few years with inflated asset values taking a tumble and that’s where he expects to find his opportunities.

     “The debt burden on New Zealanders has grown too quickly. In the last couple of years we’ve had household debt go up a cumulative 25%,” King says, adding that that’s what’s been fuelling the economy and that it just can’t last.

     He sees the ramifications of that situation unravelling as being felt right across the economy from house prices to retailers, the owners of buildings that house retailers through to manufacturers and other suppliers.

     An unusual aspect of the float is that Viking is inviting investors to pay for Viking shares either in cash or with other assets, either listed equities or other assets. If they take the second option, they will have to agree to a lockup arrangement preventing them from selling any Viking shares in the first six months and they can only sell up to half their holding in the second six months. 

      “We don’t want them just flicking to us and selling Viking shares and running away,” King says.

     He says the idea of letting investors purchase Viking shares with assets arose from a number of requests to manage money or act as trustee since he stepped down as Dochester’s managing director in February.

     “I don’t want to be managing an individual investor’s $500,000 worth of assets here and there. What I don’t want to be doing is sitting there thinking about each person’s individual situation,” King says.

     If Viking succeeds, King will turn his initial $5 million investment into considerably more, not just through the value of his shares increasing but through ratchet clauses in his salary package and through milestone payments he and Baker will receive. If the company’s market value reaches $25 million by March 31 next year, they will receive 1.5% of that. However, they won’t get any cash. Instead, money will be used to exercise warrants they are being allotted in the float.

     All shareholders will get a warrant exerciseable at 25 cents up until October 2008 for every six shares they buy. But the two founders will have to pay 30 cents to exercise the warrants they are getting, other than those that come with their shares.

     “We don’t want to take money off the table. We want to grow our percentage of the company,” King says.
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