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aution should be a byword for

stock pickers this year, follow-

ing one of the worst years in

stock market history and with

more economic uncertainty
likely. Investors should always put safety
first, although it’s easy to
forget this rule in ram-
pant bull markets.

Pushing the
right buttons

| find safety in

keypads, though, are its speciality.

In a novel I've just read: The Mar-
riage Bureau for Rich People, Irshad,
the top valve salesman in south-
ern India, complains that
none of a marriage bureau’s
prospects shows any inter-
est once he’s met them. It
turns out that he can’t stop

Richard Beddard examines the prospects for a company
whose products are always close at hand - button
manufacturer Dewhurst. He likes what he sees

When putting safety first, it’s impor-
tant to think about what might go wrong,.
Reading Dewhurst’s annual reports
the company seems less worried

about competition, particularly

about low-cost pushbuttons

and keypads from the Far

East, than it was in previous

years, and more concerned

I find safety in prof- roﬁtable talking about valves, which about the economy.
itable businesses wit] . . h are tremendously important in In fact, Dewhurst seems to
good finances and proven LISINESSES Wlt engineering, but not to his potential have adjusted pragmatically to cheap

managers. I avoid compa- good ﬁnances

nies with large debts and

erratic profits, as well as companies that
look promising but have yet to demon-
strate that they reliably make money.

In touch with investors
So, it may surprise you that this month’s
pick is a UK manufacturer that has been
profitable for the last 28 years. It’s a com-
pany with no debt and is managed by the
same people that have run it for years.
Dewhurst makes pushbuttons. You
press them every day, in lifts, on cash

wives.

It’s the same with push-
buttons. They are the inter-
face between us and much
of what we do, but they’re
not as attention grabbing as
stock market favourites, such
as computer games. Never-
theless, behind this product
lies a healthy company.

It would be naive to suppose that
Dewhurst is without risk. Although
the year to September 2008
was its most profitable, the

foreign competition by developing bet-
ter pushbuttons, moving some

of its production to Hungary

and importing more of the
components it needs cheaply.

Only 29 per cent of the

shares are in public hands,

giving major shareholders,

and particularly the Dewhurst

family, a great deal of control.

If the shares fall as recession bites, the
family could take advantage and buy
enough to take the company into
private hands, squeezing out

machines and entering trains. It also Going up: company expects orders to small shareholders before
makes other components, particularly pewhurst's Slow this year. The reason their investment has paid off.
for lifts, and it’s branching out into bol- E::'l':::: orders have held up better That’sspeculation, though.
lards that direct traffic. Pushbuttons and  the crash than, say, retailers’ sales is The company has a long track

Key stats Cluesinthe figures

When an individual or group owns more

than 50 per

cent of the shares in a company, it has control and

can pass resolutions at company meetin

gs without

the support of other shareholders, although major
resolutions such as delisting require a 75 per cent
vote. To find out how much of a company is in public
hands, add up the interest of major shareholders
listed in the annual report or on the company’s
website. Dewhurst has two classes of share,
ordinaries, and non-voting ‘A’ ordinaries, but since

holders of the ‘A’ shares can't vote, their
aren't part of the calculation.

More Information

holdings

www.iii.co.uk/LSE/DWHT, http:/blog.ii.co.uk/tag/dwht/
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that Dewhurst is still deliv-
ering pushbuttons for projects
started when the economy looked less
grim.

However, judging by the share
price, investors are anticipat-
ing a fall in profits. Despite
Dewhurst’s  record, they
value the company at only
five times its profits in 2008
or, using the more conserva-
tive measure I favour, eight times
its average profits over the last nine
years. Even if Dewhurst’s future earn-
ing power is its average, at 40 per cent
lower than last year’s profits, investors
buying now might still expect annual-
ised returns of about 12 per cent.

record on the stock market

and since the single largest share-
holder, chairman Richard Dewhurst,
owns just 15 per cent, the likelihood
of everybody acting in concert is
fairly remote. In a portfolio of

at least 10 and preferably 20

or so other sound compa-

nies, I think it’s a risk worth

taking. Confirmation of how
Dewhurst is faring post credit

crunch will come at its AGM,
slated for 31 January. @

Richard Beddard (richard.beddard@iii.
co.uk) is editor of Interactive Investor and a keen

private investor. He writes about companies on
the Interactive Investor blog.
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