
Overstone EAFE Equity Fund
Patient, unconstrained, contrarian value investing
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 Annualised

  1 month YTD 1 year  2 years  Launch

n	A USD +6.5 +11.4 +43.0  +5.3  +6.3

n	MSCI EAFE +2.3 +3.5 +44.6  +11.2  +13.5

n	MSCI EAFE Value +3.4 +7.4 +45.7  +6.1  +8.1

     

Preceding five calendar years performance  2020  2019  2018  2017  2016

A USD ‑8.9 +16.7 ‑ ‑ ‑

MSCI EAFE +7.8 +22.0 ‑ ‑ ‑

MSCI EAFE Value ‑2.6 +16.1 ‑ ‑ ‑

Performance is calculated net of all fees and expenses and on a total return basis, inclusive of all 
distributions to unit holders. 
The MSCI EAFE and MSCI EAFE Value index are for comparison purposes only. 
Source: Oldfield Partners.

The value of all investments and the income from them can go down as well as up; this may be due, in 
part, to exchange rate fluctuations. Past performance is not a guide to future performance.

Fund manager commentary
Over the last 6 months there has been a clear rotation to Value. The fund was up 32.7% versus the MSCI EAFE 
index up 20.1% from the end of September 2020 to the end of March 2021. Over this period, the MSCI EAFE 
Value index is up 28.1% versus the MSCI EAFE Growth index up just 12.5%. In the month, the fund was up 
6.5% versus 2.3% for the MSCI EAFE index. This style rotation is very supportive for our approach and this 
is coming off an historically wide dispersion (in relative valuation and performance terms) between Growth 
and Value.

On 29th March, Nomura Holdings announced that one of its US subsidiaries had made a possible loss of $2.0 
billion from transactions with a US client, based on market prices as of March 26th. This estimate is subject 
to change depending on the unwinding of the transactions and fluctuations in market prices. The share price 
of Nomura fell sharply, wiping out c.$4 billion in market value. For the month their share price was down 6% 
in local currency terms. The client is widely reported as Archegos Capital, a hedge fund that has been forced 
to liquidate positions in several media companies including ViacomCBS and Discovery and several Chinese 
internet stocks including Baidu and Tencent. Credit Suisse also warned of a potentially ‘significant’ hit to 
its first quarter results and its shares fell by a similar amount. Before this loss we had forecast Nomura’s 
net income for the full year to March 2021 of Yen 289 billion ($2.6 billion) with significant improvements 
coming through in its core Retail operations and the Wholesale bank. Given this underlying profitability, the 
losses as stated should not reduce shareholders’ equity and the Tier One capital ratio remains at over 17%. 
We had been expecting an increase in capital return to shareholders and these losses have certainly wiped 
out a substantial part of the profit generation in the current financial year and raises serious concerns around 
risk controls within the Wholesale division. Nomura is currently trading on 0.6x price to book and we were 
forecasting a 7.0% return on equity for the next financial year to March 2022. It must be acknowledged that 
there might be some further impact on profitability from the curtailing of their US prime brokerage activities 
which will now follow. Assuming the inevitable tightening of risk controls do not impinge significantly on 
underlying profit, then the share price correction leaves the current valuation looking attractive.

Porsche Auto was very strong in the month up c.36%, and up over 60% year to date, in local currency terms, 
reflecting the strength in its underlying holding Volkswagen AG. In the month, Volkswagen held a number 
of analyst briefings with its battery focused Power Day promising heavy investment in 6 new giga factories
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Investment objective 

The investment objective of the Fund is 
to attempt to achieve over the long term 
a total return in excess of that of the 
MSCI EAFE Index (with net dividends 
reinvested). The Fund seeks to achieve 
its objective through investment in a 
concentrated portfolio of equity and 
equity‑related securities of primarily, but 
not exclusively, large‑sized companies, 
selected from the major markets (except 
the U.S. and Canada) and to a lesser extent 
from emerging markets worldwide. 

Fund particulars

Launch date 17 December 2018

Fund size US$21.4m

Domicile Ireland

Structure UCITS

Base currency USD

Dealing Daily

Min. investment $ 10,000

Benchmark MSCI EAFE

 MSCI EAFE Value

“A concentrated portfolio 
concentrates the mind...”

About Oldfield Partners

Oldfield Partners LLP is an owner‑
managed boutique fund management 
firm which manages equity portfolios 
for a global client base that includes 
endowments funds, pension funds, 
charities, family offices and individuals.

Oldfield Partners began operations in 
March, 2005 and is majority owned by the 
executive partners.

We are value investors with a distinctive 
approach: a limited number of holdings, 
long‑only, no leverage, diversified, 
index‑agnostic and suspicious of short‑
termism.
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Commentary - continued

and an Investor Day at which it promised one million electric and hybrid vehicles in 2021, an almost five-fold increase from 2020. It aims to be the global 
market leader in electric vehicles by 2025, at the latest. This led to the Financial Times to declare that “Volkswagen is the new Tesla”. The share price increase 
led Volkswagen to become once again Germany’s most valuable public company, with it nearly regaining the pre-diesel scandal share price heights of 2015. 
Even so the shares do not look expensive trading at just under ten times forward earnings for 2022, this compares to Tesla’s price to earnings ratio of over one 
hundred times consensus forecasts for 2022.

BT has been an investment that has required a great deal of patience but at last it seems to have turned a corner, with the share price up 25% in the month 
in local currency terms. Regulatory uncertainty has cast a shadow over BT’s share price, especially given its commitment of large amounts of capital to the 
roll out of Fibre To The Home (FTTH). In the month, the UK regulator laid out a framework that will allow BT to earn a ‘fair bet’ and generate economically 
attractive returns on this investment. BT can now push ahead with its plans to invest roughly £12 billion of capital and roll out FTTH to over 20 million homes 
by the middle of the decade. There was also some positive news from the UK Government with this investment receiving beneficial tax treatment. This gives 
greater clarity over the potential value of the Openreach business which we have long felt should be viewed as other utilities are and valued using a regulatory 
asset base approach which today has a value of c.£12.7bn. This accounts for almost the entire current market capitalisation of just over £15 billion at month 
end. It should also be noted that they acquired the rival mobile network operator EE for £12.5 billion in 2015. The shares currently trade on a forward price to 
earnings ratio of just 9 times and on an enterprise value to EBITDA ratio of just 4.5 times. This is low in absolute terms, compared to its history and remains 
at a very large discount to its European peers. Despite the large increase in the share price in the month we still envisage a return of around 50% from here.

In the month we initiated a new holding in the German listed healthcare conglomerate Fresenius SE & Co. The share price has been under a cloud given the 
COVID pandemic which has meant a decline in the number of patients receiving dialysis in its US business and a deferral of elective procedures impacting its 
hospital and injectables businesses. The shares trade on a forward price to earnings ratio of around 11 times 2021 earnings, falling to just over 10 times for 
2022. Its ten-year median price to earnings ratio has been c.18 times, over which time revenue grew at an average 8.5% per annum. We expect revenue growth 
of 4.5% per annum over the next three years with the group constrained on mergers and acquisitions by the sizeable net debt position. We are comfortable 
with the debt position given the recovery expected in its profit and relatively defensive cash flows and assets. The shares are valued by the market today 
on just over 7 times enterprise value to EBITDA for 2022. Fresenius has several businesses that are quite different, but individually have very attractive 
attributes. Helios operates a managed hospitals business in Germany and Spain. This is a relatively stable business which should grow at mid-single digits. 
Kabi is a hospital supply business that specializes in lifesaving medicines and technologies for infusion, transfusion and clinical nutrition. Kabi generates 
operating margins in the mid-teens and mid-single digit growth. However, growth is expected to taper mid-decade as the number of new product launches 
in the injectables business will decline. Kabi is making investments in biosimilars to offset those declines and provide the next platform for growth. The 
dialysis business, Fresenius Medical Care (FMC), is publicly listed in Germany, but generates most of its revenues in the US. FMC trades on c.14 times price to 
earnings to 2022 and Fresenius holds a 32% stake. We view Kabi and Helios as worth c.10 times EV/EBITDA on a standalone basis, looking at the underlying 
fundamentals and outlook. Management is focussed in the first instance on returning the group to growth and have mooted a potential breakup of the group 
to unlock value. Management are also focussed on reducing financial leveraging within the group that should benefit shareholders. With the lower growth 
expected we view fair value at 12.5 times 2023 net income given the lower than historic growth and returns expected.  This suggests a fair valuation of over 
€50, which generates a potential total return of c.40% from purchase.

Whilst it is pleasing to be able to report better relative and absolute performance numbers over the last six months, we are well aware that there is still a lot 
of ground to be made up. We believe that the opportunity in Value investing remains as great as perhaps at any time in our careers. In our unwavering hunt 
for value opportunities, we continue to focus on essentially sound companies trading at valuations that are low relative to the market and low relative to the 
growth and returns we think the companies are capable of. There remains all manner of speculative behaviour in the financial markets today that relies on 
the underpinning from the largesse of the world’s central banks. We think this is reckless and the blow up at Archegos Capital is perhaps a ‘canary in the coal 
mine’. The overall valuation of the portfolio is on a forward price to earnings ratio of just over 12 times and this compares favourably with the MSCI EAFE 
benchmark on 17 times.
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Fund analysis

Sector breakdown (%)

Financials 22.8

Industrials 21.2

Utilities 11.4

Health Care 10.3

Consumer Discretionary 8.6

Communication Services 6.2

Information Technology 6.1

Energy 3.9

Consumer Staples 3.2

Cash 6.1

Country breakdown (%)

Japan 22.9

Germany 22.3

United Kingdom 18.4

Italy 9.7

South Korea 7.1

France 4.4

Brazil 4.3

Sweden 2.8

Finland 1.9

Cash 6.1

Top 10 holdings (%) 1 month total return (%)*

  Weighting Local terms USD

Siemens 6.3 +9.0 +6.0

BT 6.2 +24.8 +23.5

Exor 5.8 +8.3 +5.3

Lloyds 5.5 +9.1 +7.9

E.ON 5.5 +16.9 +13.7

Bayer 5.1 +6.5 +3.6

Mitsubishi UFJ 4.8 +8.0 +4.1

Porsche 4.6 +36.4 +32.6

Sanofi 4.4 +11.1 +8.0

Embraer 4.3 +13.6 +13.6

Total number of holdings 23

Active share (%)** 95.0

 Fund MSCI EAFE

Price-to-earnings ratio (fwd) 12.2 17.1

Price-to-book ratio (hist) 1.0 1.9

*Inclusive of portfolio activity. 
**Active share is calculated using the sum of the absolute value of the 
differences of the weight of each holding in the manager’s portfolio 
versus the weight of each holding in the MSCI EAFE index, divided by 
two. 
All data as at 31 March 2021. 
Source: Oldfield Partners.



31 March 2021Overstone EAFE Equity FundOP

Page 4 of 4For professional investors only

Share class details

Share class AMC* OCF** SEDOL Bloomberg ISIN Price

A USD 0.90% 1.25% BD3H600 OVUEEAE ID IE00BD3H6008 US$203.31

I USD 0.65% 1.00% BKF3JL7 OVUEEAI ID IE00BKF3JL72 US$111.52

I USD Hedged 0.65% 1.02% BKF3JM8 OVUEIUH ID IE00BKF3JM89 US$111.92

I GBP Hedged 0.65% 1.02% BKF3JN9 OVUEEIG ID IE00BKF3JN96 £109.13

I EUR 0.65% 1.00% BD3H622 OVUEEIE ID IE00BD3H6222 €187.41

*AMC - Annual management charge 
**OCF - Ongoing charge figure

Performance summary of all share classes

 Annualised

  Since launch
USD shares 1 month YTD 1 year   2 years  17/12/18 10/06/19

A USD +6.5 +11.4 +43.0   +5.3  +6.3 -

I USD +6.5 +11.4 +43.4   -  - +7.4

MSCI EAFE +2.3 +3.5 +44.6   +11.2  +13.5 +11.8

MSCI EAFE Value +3.4 +7.4 +45.7   +6.1  +8.1 +7.0

 Annualised

  Since launch
Hedged shares 1 month YTD 1 year  2 years  10/06/19

I USD Hedged +9.3 +15.9 +37.7  -  +7.7

I GBP Hedged +9.3 +15.7 +36.3  -  +6.1

 Annualised

  Since launch
EUR shares 1 month YTD 1 year  2 years  17/12/18

I EUR +10.0 +16.0 +33.9  +3.2  +4.7

MSCI EAFE +5.2 +7.7 +35.0  +8.7  +11.6

MSCI EAFE Value +6.3 +11.8 +36.0  +3.7  +6.3

Performance is calculated net of all fees and expenses and on a total return basis, inclusive of all distributions to unit holders. 
The MSCI EAFE and MSCI EAFE Value index are for comparison purposes only.
Source: Oldfield Partners.

Oldfield Partners

11 Grosvenor Place 
London, SW1X 7HH 
United Kingdom

Telephone: +44 (0) 20 7259 1000 
Email: info@oldfieldpartners.com 
www.oldfieldpartners.com

Oldfield Partners LLP is authorised and regulated by the Financial Conduct Authority. Overstone UCITS EAFE Equity Fund is a sub-fund of Overstone UCITS Fund plc, which is 
incorporated in Ireland and authorised as a UCITS by the Central Bank of Ireland. Oldfield Partners LLP has approved and issued this communication for private circulation to 
Professional Clients only; it must not be distributed to Retail Clients (as defined by the Financial Conduct Authority). Information contained in this communication must not be 
construed as giving investment advice within or outside the United Kingdom. This is not an invitation to subscribe for any of the funds mentioned herein. Any reference to stocks is only 
for illustrative purposes and opinions expressed herein may be changed without notice at any time. Oldfield Partners LLP does not warrant the accuracy, adequacy or completeness 
of the information and data contained herein and expressly disclaims liability for errors or omissions in this information and data. No warranty of any kind, implied, expressed or 
statutory, is given in conjunction with the information and data. © 2021 Partnership No. OC309959.

Dealing and administrator details

Northern Trust International Fund 
Administration Services (Ireland) Ltd.

Telephone: +353 (0) 1 434 5054


