
 

 

 

 

Johnson Matthey 

Johnson Matthey has 5 divisions, namely; Emission Control, Process Technology, Precious Metals, 

Fine Chemicals and New Businesses.  The products either increases energy efficiency, uses resources 

more efficiently or remove harmful impurities from gas allowing businesses to meet emission 

targets.  Management seem to have a long-term focus, while measuring success in a consistent and 

reasonable manner: focussing on Return on Sales, Return on capital etc.  The balance Sheet is also 

sensibly managed and there have been regular special dividends to shareholders. The business is 

built on adding value to customers, through collaboration and technical leadership.  It typically holds 

no. 1 or no. 2 positions in key markets. 

Emission Control, which last year accounted for 60% of operating profit, is the main concern for 

investors.  While there is a long-term threat to combustion engines driving vehicles, in reality there 

is no sizeable capacity to manufacture electric vehicle under construction, or charging infrastructure 

to make their use a practical reality for many users.  There is uncertainty over the leading technology 

and manufacturers have been unwilling to invest until this has been proven. 

We do not have our ‘head in the sand’ over this and new technologies will steadily drive market 

share.  However, the regulatory environment will remain favourable.  

  

 

 



 

 

 

 

To put this into context, Euro 6c (platinum filters for direct injection cars) will take effect for new 

models from September 2017 and for all models from September 2018.  JMAT estimate that there 

will be an implied value uplift of 100% per vehicle.  Pollution is no less of an issue in emerging 

markets and tightening regulation will also substantially increase the catalyst value per vehicle. 

In short, it’s not all bad news and JMAT is likely to see steady progress in other divisions and the New 

Businesses Division (exposure to new battery technologies) moving to profitability.  In our opinion, 

the shares offer good long-term value. 

Written by:      Graham H Campbell (Chief Executive Officer, Saracen Fund Managers Ltd and Co-

Manager of the TB Saracen Global Income and Growth Fund)  
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