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

1 month YTD 1 year 3 years

n Fund (I shares) ‑3.2 +6.6 ‑7.5 +3.7

n MSCI EAFE ‑2.1 +5.8 ‑3.1 +6.8

n MSCI EAFE Value ‑1.4 +6.2 +0.6 +7.5

Preceding five calendar years performance  2022  2021  2020  2019  2018

Fund (I shares) ‑14.8 +15.3 ‑8.8 +16.8 ‑

MSCI EAFE ‑14.5 +11.3 +7.8 +22.0 ‑

MSCI EAFE Value ‑5.6 +10.9 ‑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
Global market sentiment remains driven by economic data coming out of the US. The data in January had 
suggested inflationary pressures may be easing, whilst February’s data suggested otherwise causing falls in 
equity markets led by the US, a rise in bond yields and a rise in the US dollar.

At a stock level, the largest negative contributors to relative performance, in order of their impact, were LG 
H&H (‑10% total return in local currency, but ‑16% in US dollars), Alibaba (‑20%), Eni (‑5%) and KT&G 
(‑4% but ‑10% in US dollars).

LG H&H has been impacted by Covid and the Chinese lockdowns but the recent sales success with end 
consumers suggest to us that the all‑important luxury skincare brand, The History of Whoo, remains in 
good health. Over the short-term, LG H&H has higher than normal inventory on its balance sheet and is 
re-negotiating commercial terms with the Chinese resellers. As travel between Korea and China returns to 
normal, we expect to see sales recover strongly led by Duty Free retail sales. Other global luxury brands like 
L’Oreal and Estee Lauder have also faced similar challenges in the travel retail channel. Longer-term, we 
think the shares are a bargain given that, adjusted for the net cash on the balance sheet, they are valued at 
just 14 times the net profit expected in 2024.

The shares of Alibaba, the Chinese ecommerce giant, gave up the entirety of the gain made in January. They 
announced quarterly results which reflected the Covid lockdowns in China, explaining the decline in value 
of products purchased on Alibaba’s websites compared with the previous year. However, cost reductions 
meant profits increased. Now that China has moved on from its Zero Covid policy we expect Alibaba to return 
to growth. Markets’ expectations have fallen sharply with the share price but we are more optimistic on the 
level of growth it can achieve over the next few years. Even using consensus views on profit and cashflow over 
the next couple of years, the share price, adjusted for the value of the net cash expected, trades on a single 
digit multiple of expected net profits.

KT&G, the Korean tobacco company, reported a satisfactory set of full-year results. Looking forward, sales 
from Next Generation Products (NGP) continue to grow strongly, and the company announced that it has 
extended its agreement with Philip Morris International (PM), whereby PM will distribute KT&G’s NGP 
devices and sticks in all markets outside Korea.  At a  recent investor day,  KT&G  outlined an ambitious 2027
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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$13.7m

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.

Fund performance (USD, %)
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Commentary - continued

revenue target implying +10% CAGR driven primarily by NGP. Adjusting for its net cash, KT&G also trades at a single digit multiple of net earnings.

The largest positive contributors to the fund’s relative return during the month, in order of their impact, were BT Group (+12%) total return in local currency), 
Exor (+7%), Henkel (+5%) and Svenska Handelsbanken (+2%).

BT Group, the leading fixed and mobile phone operator in the UK, reported a solid set of results at the beginning of the month for their fiscal third quarter 
ending December 2022. While cashflow was a little lighter than expected this was easily explained by the phasing of capital expenditure during the year. The 
fibre roll out is going extremely well, with better than expected take-up from the homes passed. The company was able to reiterate its outlook for the full year 
and give investors confidence that the tide is turning for BT’s investment thesis. More importantly perhaps, Ofcom, the telephony and media regulator in the 
UK, gave the provisional go-ahead for Openreach’s Equinox 2 pricing package. We agree with management that Equinox 2 improves BT’s competitive position 
against the smaller alternative network providers (“alt-nets”). The alt-nets managed to raise significant sums of money during the era of free money but 
which have yet to make a real impact with their relatively nascent fibre builds. Due to lack of scale, the alt-nets have higher costs per line installed. Equinox 
2 provides BT with the opportunity to lower prices for the bulk purchase of their full fibre broadband to levels that, while good for BT and the end consumer, 
provide unattractive returns to the alt-nets. BT’s enterprise value is just 5.3 times 2024’s operating cashflow before interest and tax and the shares offer an 
attractive 6.3% dividend yield. We think the shares should double from current levels over the next two to three years as the market appreciates BT’s strong 
and improving competitive position.

The strategy’s weighted average total upside on a two year view is 44%, and this on estimates we think conservative. The strategy has a forward price to 
earnings ratio (P/Es) of 9.2 times and a price to book multiple (P/B) of one. The MSCI EAFE Value index has a forward P/E of 9.5 times a P/B multiple of 1.1 
times.

Fund analysis

Sector breakdown (%)

Industrials 26.3

Financials 20.9

Consumer Staples 15.9

Health Care 14.4

Communication Services 5.3

Energy 5.3

Utilities 3.9

Information Technology 3.5

Consumer Discretionary 2.9

Cash 1.6

Country breakdown (%)

Germany 26.0

United Kingdom 21.2

South Korea 10.8

Japan 10.7

China/Hong Kong 6.4

Italy 5.3

Netherlands 4.9

France 4.7

Sweden 4.3

Brazil 4.2

Cash 1.6

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

Weighting Local terms USD

Siemens 7.5 +3.5 +1.1

Lloyds 7.0 +0.1 -1.8

Bayer 5.6 ‑1.7 ‑4.0

BT 5.3 +11.7 +9.7

Easyjet 5.3 ‑1.1 ‑2.9

Eni 5.3 ‑5.4 ‑7.7

Henkel 5.0 +4.9 +2.3

Exor 4.9 +7.0 +4.4

Mitsubishi UFJ 4.8 +1.3 ‑2.9

Sanofi 4.7 -0.9 -3.2

Total number of holdings 22

Active share (%)** 96.0

Fund MSCI EAFE

Price-to-earnings ratio (fwd) 9.2 12.6

Price‑to‑book ratio (hist) 1.0 1.7

*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 28 February 2023. 
Source: Oldfield Partners.
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Share class details

Share class AMC* OCF** SEDOL Bloomberg ISIN Price

I USD 0.65% 1.00% BKF3JL7 OVUEEAI ID IE00BKF3JL72 US$100.62

I GBP Hedged 0.65% 1.02% BKF3JN9 OVUEEIG ID IE00BKF3JN96 £111.11

I EUR 0.65% 1.00% BD3H622 OVUEEIE ID IE00BD3H6222 €187.40

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

Performance summary of all share classes

  Annualised

USD shares 1 month YTD 1 year 3 years

I USD -3.2 +7.0 -7.7 +3.7

MSCI EAFE ‑2.1 +5.8 ‑3.1 +6.8

MSCI EAFE Value ‑1.4 +6.2 +0.6 +7.5

  Annualised

GBP Hedged shares 1 month YTD 1 year 3 years

I GBP Hedged ‑0.4 +8.2 +1.2 +6.3

  Annualised

EUR shares 1 month YTD 1 year 3 years

I EUR ‑0.9 +7.6 ‑2.2 +4.9

MSCI EAFE +0.3 +6.9 +2.3 +8.2

MSCI EAFE Value +1.0 +7.3 +6.3 +8.8

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.

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. © 2023 Partnership No. OC309959.

Dealing and administrator details

Northern Trust International Fund 
Administration Services (Ireland) Ltd.

Telephone: +353 (0) 1 434 5054


