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By HELEN THOMAS
No one said cross-border 

deal-making was easy. Even 
so, a division of Japanese 
conglomerate Hitachi has 
made a peculiar hash of buying 
Italian transport company 
Ansaldo STS.

The saga started last year 
when London-based Hitachi 
Rail agreed to buy 40% of 
the signaling company from 
state-controlled defense 
group Finmeccanica for €9.50 
a share. The sale, which was 
bundled with the sale of trou-
bled engineering company 
AnsaldoBreda, was followed 
by a tender offer to buy out 
minority investors.

Hedge funds, including 
Elliott and Amber Capital, 
have argued this undervalued 
the company. One gripe has 
been that the deal between 
Hitachi and Finmeccanica was 
structured to keep the price 
for Ansaldo STS unduly low. 
Hitachi increased its offer to 
EUR9.68 a share, adding a divi-
dend payment. But when the 
tender closed this month, only 

about 6.5% of shareholders had 
tendered their shares.

That left  Hitachi  with 
less than 50% of its target. 
Thanks to historical arrange-
ments, though, it effectively 
controlled the company’s 
board, another frustration of 
minority investors.

The latter’s complaints have 
found some backing: Italian 
market regulator Consob 
earlier this year found Hitachi 
effectively overpaid Finmec-
canica for Breda, keeping the 
apparent price for STS lower. It 
ordered that the deal price be 
increased to €9.899 a share.

Hitachi is appealing. Mean-
while, the dissident investors 
maintain that is still woeful. 
They want a price closer to €12 
to €14 a share.

It seems Hitachi is edging 
in their direction. It this week 
bought more shares in Ansaldo 
STS for €10.50, getting over 
50% by Friday, according 
to one person familiar with 
the matter. Those selling, 
plus investors that already 

tendered shares, are entitled to 
more if Hitachi purchases are 
made at a higher price in the 
next two years.

It isn’t entirely clear under 
Italian law if Hitachi’s buying 
at €10.50 should mean the 
tender offer is reopened to 
all investors, another ques-
tion for regulators. But Hitachi 
effectively taking control via a 
higher-priced offer available 
only to some shareholders 
would be an odd outcome.

This is a mess. Hitachi orig-
inally wanted 90% of STS so 
it could squeeze out minori-
ties and realize the benefits of 
combining the signaling busi-
ness with its own rail division. 
Now, with more than 50%, it 
seems prepared to sit it out.

The chances of an alter-
native bidder jumping in are 
now remote. So the funds, 
with Elliott controlling 29% 
of Ansaldo STS’s stock, are 
relying on Italy’s regulators 
and courts.

Whatever happens, this is no 
way to run a railroad.
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