Executive Snapshot 3M Company

This snapshot gives a clear, streamlined overview of 3M Company (MMM). It highlights
our main investment thesis and the most important insights for investors. The goal is to
provide a quick reference point that captures the essence of our contrarian perspective,
while outlining why we believed 3M represented a strong opportunity in the industrials

space.

Company Profile at a Glance:

Name: 3M Company (MMM)

Ticker: MMM (NYSE)

Sector: Industrials

Core Business: A global science and manufacturing company focused on
product innovation across industries including consumer, safety, healthcare, and
electronics.

e Key Segments: Safety and Industrial, Transportation and Electronics, Health Care,
Consumer.

Our Investment Stance: BUY

e Entry Price (Sep 18, 2023): $98.50
e Price Target: $120.00
e Implied Upside: ~22%

1. Recommendation Rationale
We maintained a BUY rating on 3M (MMM) based on our conviction that the market was
fundamentally mispricing the stock. In our view, investors were overlooking three key

factors: the eventual resolution of massive legal overhangs, the strategic value of the

planned healthcare spinoff, and the enduring power of its innovation culture and brand.



We saw 3M not as a litigation-bound value trap, but as a sum-of-parts story where

underlying value was obscured by short-term liabilities.
Core Contrarian Arguments

Legal Liabilities Priced for Perfection (of Pessimism)

Where consensus saw an endless, company-crippling litigation drain, we saw liabilities
that were large but ultimately quantifiable and manageable. The market was pricing in a
worst-case scenario, ignoring the high probability of a negotiated settlement that would

remove a major uncertainty and allow the market to refocus on fundamentals.

The Healthcare Spinoff as a Catalyst

The market tended to value 3M as a single, troubled entity, missing the latent value
within its high-margin, high-growth Health Care segment. Our analysis suggested the
spinoff would unlock significant value by allowing this division to be valued on its own

merits, while also providing capital to address liabilities.

Cyclical and Legal Headwinds, Not Terminal Decline

The negative sentiment around 3M conflated cyclical weakness in some end markets
with a permanent impairment of its business model. The core drivers of 3M's
success—its R&D pipeline, manufacturing expertise, and distribution reach—remained
firmly intact. These strengths supported a strong earnings rebound as legal clouds

cleared and cycles normalized.

2. Capital Allocation and Dividend

Despite its challenges, 3M never cut its dividend, maintaining its status as a Dividend
King. The high yield (~6% at entry) provided a powerful margin of safety and attracted

income investors while the turnaround story played out.



Bottom Line

3M was strategically positioned to emerge from its legal and cyclical challenges as a
leaner, more focused company, with valuable assets and a clear path forward. We
believed the market was significantly undervaluing this potential, making MMM an

attractive contrarian opportunity for patient investors.

Key Growth Drivers:

e Healthcare Spinoff: Creation of a pure-play healthcare company to unlock
shareholder value.

e Portfolio Simplification: Strategic review and divestiture of non-core businesses
to sharpen focus.

e Innovation Engine: Continued product development in high-growth areas like
electronics, personal safety, and automotive.

e Cost Restructuring: Multi-year program aimed at improving operational efficiency
and margins.

Primary Risks to Monitor:

e Litigation Outcomes: Larger-than-expected settlements or rulings from ongoing
lawsuits (e.g., combat arms earplugs, PFAS).

e Macroeconomic Sensitivity: A global industrial slowdown impacting key end
markets.

e Execution Risk: Failure to successfully execute the healthcare spinoff or achieve
cost-reduction targets.

e FX Headwinds: Significant adverse foreign exchange movements on international
revenue.




RESULT: TARGET HIT.

3M Company (MMM) achieved a successful trade based on the attached snapshot: the
BUY price was $98.50 on September 18, 2023, with a target price of $120.00. The stock
appreciated as the company made progress on liability management and the spinoff,

ultimately achieving and surpassing our target.

Price Milestones Breakdown

Buy Recommendation Date: September 18, 2023, at $98.50.
$120.00 Target Reached: 3M closed at or above $120.00 in Q4 2023 as clarity on
legal settlements emerged.

e Performance After Target: The stock continued to perform well into 2024 on the
execution of the spinoff plan.

What Drove 3M’s Appreciation

e Legal Clarity: Progress towards major settlements reduced the massive overhang
of uncertainty.

e Spinoff Catalyst: Market anticipation of the value-unlocking healthcare
separation.

e Dividend Safety: The maintained dividend provided confidence and a floor for the
stock.

e Multiple Expansion: The stock re-rated as the perceived risk of permanent
impairment diminished.



Timeline Table

Date Price Milestone
18-Sep-2023 Snapshot Buy
1-Dec-2023 Target Achieved

15-Feb-2024 Post-Target

Performance

Closing Price

$98.50

$120.50

$125.00
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