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

  1 month YTD 1 year 3 years

n	I EUR ‑5.5 ‑20.5 ‑21.7 ‑0.3

n	MSCI EAFE ‑4.7 ‑19.6 ‑19.8 +2.4

n	MSCI EAFE Value ‑3.4 ‑13.3 ‑13.9 +1.9

     
Preceding five calendar years performance  2021  2020  2019  2018  2017

I EUR +15.3 ‑8.8 +16.8 ‑ ‑

MSCI EAFE +11.3 +7.8 +22.0 ‑ ‑

MSCI EAFE Value +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
The fund fell by 5.5% in August, marking a 20.4% fall for the year to date. The MSCI EAFE index fell by 4.7% 
in the month, 19.6% for the year to date and the MSCI EAFE Value index fell by 3.4% in the month and by 
13.3% for the year to date.

The war in the Ukraine entered its sixth month, with the Russian invasion looking to have stalled. Meanwhile 
Germany has been racing to fill its gas storage capacity, ahead of high demand over the winter months, as it 
attempts to wean itself off Russian gas. There was some good news, with Russia curtailing shipments due to 
‘maintenance’ pipeline outages, the European Union declared that it is now at its pre‑winter target of 80% 
full for its gas storage. We are starting to see gas prices fall in Europe, admittedly from astronomically high 
levels. The winter months are ahead of us and Europe is facing sky high energy prices and perhaps likely to 
curtail consumption until alternative energy sources can come online, but perhaps the worst is behind us or 
priced into markets.

Towards the end of the month, the US markets took fright from the Federal Reserve signalling that interest 
rates would continue to be higher for longer. Investors had been looking for a ‘Fed Pivot’ towards a more 
accommodative monetary stance, and the S&P 500 had rallied over 15% from the lows seen in mid‑June. 
However, after Powell’s warning, the markets gave up half of this gain to the month end. The S&P 500 is 
down some 16% year to date, while the German DAX is down 28%, in US dollar terms. As noted last month, 
the German market ended the month valued at less than 10 times trailing profits, something that has only 
happened four times previously and so an awful lot of bad news is now discounted.

The value opportunities we can find across the globe from stock selection, have led us into Germany (c.20% 
portfolio weight). The invasion of the Ukraine has meant that the geo‑political risk for Europe has increased 
sharply, especially for Germany given its reliance on Russian gas. Share prices have corrected sharply in 
Europe but we continue to see long‑term value opportunities. The Value style has continued to outperform 
but our performance has been hurt by our relatively high portfolio weighting here. However, the two‑year 
weighted average upside we see in the differing stock opportunities we hold is now towards a record level and 
our conviction remains high in these holdings.

At Oldfield Partners we always aim at diversification across our portfolios. The five stocks we hold in Germany 
all have quite different fundamental characteristics; Bayer, Siemens, Fresenius, E.ON and Porsche.
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Monthly fund review

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$12.2m

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 in USD (%)
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Commentary - continued

Two of the stocks are in the Healthcare sector; Bayer and Fresenius, although Bayer also has a substantial Crop Sciences business which is benefiting from 
the inflationary environment. Both Bayer and Fresenius are seen as having relatively defensive and growing cashflows and are available on single digit price 
to earnings multiples; Bayer is on a forward price to earnings ratio of 6.6x and Fresenius is on 7.0x, based on consensus forecasts. The share price of Bayer 
has done well this year and it is seeing an improvement in its fundamentals across its businesses which has driven its stock price outperformance, up c.12% 
in absolute terms year to date. The share price of Fresenius on the other hand is down by c.30% year to date. Fresenius is a German healthcare conglomerate 
which has struggled through the pandemic years with excess mortality in its US dialysis business and a decline in elective procedures at its hospitals. A 
shortage of nurses and wage inflation is also hampering the recovery in the US and this has led to a downward revision of its outlook for the full year. In its 
most recent guidance, the company lowered its 4 to 7% revenue growth rate for 2022 to the lower end of the range, with an anticipated low to single digit 
decline in net income. The underlying businesses at Fresenius are ostensibly strong and stable growers over the medium‑term given its German and Spanish 
hospital business (Helios), a medical supply, infusion therapy and generics business (Kabi) and then the US dialysis business (within 31% owned Fresenius 
Medical Care). The decline in outlook was entirely attributed to its US business and its lack of available nurses. Expectations are for all business units to 
return to organic growth in 2023. The share price is at a ten‑year low and the CEO Stephan Sturm was replaced in August. The incoming CEO is Michael Sen, 
the current head of the Kabi unit, who joined in April 2021. Sen is a former executive board member at Siemens where he was responsible for its healthcare 
business and energy, both of which went through significant corporate reform and value realisation under his stewardship. The company’s low price to 
earnings valuation lies in stark contrast to its historic range of 15 to 25 times. For 2023 it has a 14% free cash Flow yield. Our conservative assumptions and 
price target suggest that the share price can more than double over the next two years.

The share price of Sanofi, the French Healthcare company fell by over 15% and was our largest detractor to performance in the month. Concerns resurfaced 
around the heartburn medicine Zantac (generic name Ranitidine) being carcinogenic. Litigation risk in the US is something investors take fright at and the 
stock price reacted even though there is little new news here. In response the company stated that this news was ’highly speculative’ and that their scientific 
and legal defences against any litigation remain strong. Sanofi only acquired the marketing rights to Zantac in 2017, with the medicine on the market for 35 
years prior to this. Sanofi voluntarily withdrew the OTC Zantac from the market in 2019. Hence, a substantial part of any litigation does not involve them. 
Sanofi also claims that it has indemnification rights from Boehringer Ingelheim, the company that sold its consumer healthcare business to Sanofi in 2017, 
although these are being disputed. At this stage we see no need to adjust our target price for Sanofi and see the scale of any Zantac litigation as having a 
minimal impact to our target valuation. Sanofi currently trades on 10 times forward earnings; this is an historically low level for this stock. For our target 
valuation we consider 14x a fair earnings multiple given its history and fundamental outlook. It offers a growing yield of 4.4% per annum.

Mitsubishi Heavy Industries (MHI) continues to do well this year, with the share price doubling year to date. MHI is doing much of the work to help Japan 
restart its nuclear reactors and makes healthy margins in this business. During the month Mr Kishida, the new president of Japan, made clear his desire 
to push forward a more pro-nuclear agenda given the heightened global concerns around energy security. MHI is in a prime position to benefit from any 
expansion in this market and retains critical intellectual know how. The share price was up 9% in the month and was our largest positive contributor to overall 
performance.

The outlook for equity markets remains precarious. Some markets remain highly valued on many measures and there is a great deal of uncertainty around 
earning projections given the demand and supply constraints we are seeing. The portfolio is valued on a very low forward price to earnings multiple of 8.1 
times and a price to book value ratio of 0.8 times. The weighted average upside in the portfolio is now close to 65%. This is one of the highest levels we have 
seen and remains highly attractive.
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Fund analysis

Sector breakdown (%)

Financials 21.5

Industrials 21.3

Health Care 13.2

Consumer Staples 12.2

Consumer Discretionary 9.5

Communication Services 6.1

Energy 4.9

Information Technology 3.6

Utilities 3.3

Cash 4.4

Country breakdown (%)

Germany 20.3

United Kingdom 20.1

Japan 19.8

South Korea 12.0

Italy 9.1

France 4.1

Brazil 3.8

China/Hong Kong 3.5

Sweden 2.8

Cash 4.4

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

  Weighting Local terms USD

Lloyds 6.2 ‑1.2 ‑5.7

BT 6.1 -3.9 -8.2

Bayer 5.5 -8.3 -9.6

Siemens 5.2 ‑6.9 ‑8.2

MHI 5.2 +9.2 +5.0

Eni 4.9 +1.4 ‑0.1

Mitsubishi UFJ 4.8 ‑3.3 ‑7.0

LG Household & Health Care 4.8 ‑8.6 ‑11.0

Exor 4.2 ‑11.8 ‑13.1

Sanofi 4.1 -15.5 -16.7

Total number of holdings 23

Active share (%)** 95.3

 Fund MSCI EAFE

Price-to-earnings ratio (fwd) 8.1 11.9

Price-to-book ratio (hist) 0.9 1.6

*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 August 2022. 
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$89.93

I GBP Hedged 0.65% 1.02% BKF3JN9 OVUEEIG ID IE00BKF3JN96 £102.37

I EUR 0.65% 1.00% BD3H622 OVUEEIE ID IE00BD3H6222 €176.64

*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 ‑5.5 ‑20.4 ‑21.6 ‑0.4

MSCI EAFE ‑4.7 ‑19.6 ‑19.8 +2.4

MSCI EAFE Value ‑3.4 ‑13.3 ‑13.9 +1.9

  Annualised

GBP Hedged shares 1 month YTD 1 year 3 years

I GBP Hedged -2.9 -9.7 -8.1 +3.3

MSCI EAFE GBP Hedged -3.1 -16.3 -15.1 +4.2

  Annualised

EUR shares 1 month YTD 1 year 3 years

I EUR ‑4.1 ‑10.0 ‑8.0 +2.7

MSCI EAFE ‑3.4 ‑8.9 ‑5.8 +5.5

MSCI EAFE Value ‑2.0 ‑1.8 +1.1 +5.0

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. © 2022 Partnership No. OC309959.

Dealing and administrator details

Northern Trust International Fund 
Administration Services (Ireland) Ltd.

Telephone: +353 (0) 1 434 5054


