
Overstone Global Equity CCF
Patient, unconstrained, contrarian value investing

  1 month YTD 1 year Launch 3 years 5 years Launch

n	A1 USD ‑6.2 ‑21.0 ‑12.4 +32.2 ‑4.3 +4.1 +3.3

n	MSCI World ‑3.4 +1.7 +10.4 +112.9 +7.7 +10.5 +9.3

     

Preceding five calendar years performance  2019  2018  2017  2016  2015

A1 USD +16.7 ‑9.7 +18.2 +20.4 ‑5.5

MSCI World +27.7 ‑8.7 +22.4 +7.5 ‑0.9

Performance is calculated net of all fees and expenses and on a total return basis, inclusive of all 
distributions to unit holders. 
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
At the end of the third quarter given the ongoing impact of the COVID‑19 pandemic on economies across 
the globe it is useful to assess the impact on the fundamentals of the underlying holdings in the fund. One of 
the best ways to assess this is to look at the changes in the consensus earnings forecasts for the individual 
holdings in the portfolio. The earnings projections for the holdings have fallen by 23% on average in the 
current fiscal year to December 2020, or in some cases to March 2021. The absolute value of the portfolio has 
fallen by 21% year to date. In the following fiscal year, consensus earnings forecasts have fallen by 16% on 
average for the holdings. For the portfolio’s value to have declined in line with the forecast fall in earnings on 
a one‑year view means the market is assuming these earnings declines are permanent and that their long‑
term value has declined by the same amount. This seems somewhat unlikely.

In a few cases the decline in earnings expectations has been far worse. The most notable examples are in just 
three stocks in the portfolio: ENI, Mitsubishi Heavy Industries (MHI) and Lloyds Bank.

ENI has suffered the worst fall in consensus forecast earnings for the year 2021 falling by 69% from the 
start of this year to end September. This largely reflects market analysts lowering their realised oil price 
assumptions from $65 to $45 per barrel of oil equivalent to reflect the fall in the price of oil this year. The 
stock has declined by 48% year to date, exactly in line with the Bloomberg Oils and Gas sector index. Even on 
these downgraded forecasts for 2021, ENI is still seen as generating around €3 billion in free cash flow which 
compares to the current market value of €24 billion, giving it a very attractive 12.5% free cash flow yield.  In 
our own forecasts, $50 oil is used which gives us a total return of close to 100% from current levels based 
on our valuation metrics of cash flow. This does not seem overly aggressive as Brent was at $70 at the start 
of the year but clearly COVID‑19 has negatively impacted the global demand outlook near‑term and quite 
possibly permanently with the shift to greater working from home. With recovery in the global economy we 
expect oil demand to recover somewhat though, according to BP’s latest Energy Outlook, it seems likely we 
may already have seen the historic peak for oil demand in 2019. That said, the most aggressive forecast for 
the energy transition to non-fossil fuelled transport does not inflect meaningfully until 2030 and with ENI’s 
current valuation it will generate free cash flow equivalent to its market capitalisation in only eight years. 
The outlook for energy consumption patterns is changing forever but valuations like this offer real value 
today.

For MHI earnings estimates for the year to March 2022 have fallen by around 60%. The decline is largely 
attributable to MHI’s aircraft division with losses in their regional jet programme seen as continuing and 
the deterioration in its aircraft manufacturing business given the collapse in the aviation industry due to 
COVID‑19. This reporting division also includes the defence business which has some $5 billion in revenue
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Investment objective 

The fund seeks to achieve over the long 
term a total return in excess of that of the 
MSCI World Index (with net dividends 
reinvested) through investment in a 
concentrated portfolio of equity securities 
of large companies whose average market 
capitalisation is likely to be more than 
US$20 billion, selected from all the major 
markets and to a lesser extent from 
some emerging markets worldwide. The 
approach is classic contrarian value, based 
on bottom‑up fundamental research of 
individual companies.

Fund particulars

Launch date 21 March 2012

Fund size US$78.7m

Domicile Ireland

Structure CCF

Base currency USD

Dealing Daily

Min. investment US$15,000,000

Benchmark MSCI World

“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

(MHI is Japan’s largest defence contractor) and we conservatively value this business at $2.6 billion in our sum of the parts (SOTP) valuation. Our SOTP 
analysis attributes a negative value of $2.7bn for the regional jet business given these losses. Even with this negative value for the regional jet programme the 
target price is still seen as upwards of Yen 3,500 per share which gives over 50% upside from here. This derives a target price to book value of 0.9 times up 
from the current multiple of less than 0.7 times. The ten-year historic median is 1.0 times. Moves to reduce the losses from the regional jet programme or a 
recovery in the aviation business are catalysts for further upside.

European financials have been one of the worst performing sectors this year. The fund has one holding here in the UK’s Lloyds Bank which is down 58% year 
to date. Forecast earnings for all banks have been reduced given anticipated declines in net interest income, as interest rates are now seen as lower for longer, 
and increasing provisions given the deterioration in loan books owing to the economic recession. At the start of this year, Lloyd’s was forecast to earn 7.0p in 
earnings for 2021 this has been cut in half and now stands at 3.5p. The price to book value of Lloyds has fallen in tandem to just 0.4 times. Over the last ten years 
of very low interest rates and higher capital requirements, Lloyds has a median price to book value of 1.0 times. The fall in the share price suggests that the 
hit to earnings at Lloyds is permanent. We think Lloyds can produce a normalised earnings level of around 6.5p. This gives a potential upside of around 150%.

Barrick Gold has been held given the stock specifics in terms of valuation and change in management focus to cashflows and deleveraging. Barrick has seen 
large increases in its forecast earnings for 2020 and 2021, with the market consensus earnings per share for next year up 84% driven by the 25% increase in 
the price of gold. The shares are up 56% this year.

Diversification is a key aim of this strategy and we avoid having one overarching top down view which informs every holding. In a number of the more defensive 
holdings, in particular the three holdings in the Utility sector (E.on, Kansai Electric and Kepco), forward consensus earnings forecasts have remained largely 
unaltered over the last 9 months. In addition, earning forecasts for Sanofi and Nomura have also remained robust.

The portfolio has a forward price to earnings ratio of 11 times which compares favourably to our benchmark which has a forward price to earnings ratio of 19 
times. The portfolio also has a good mix of stocks, some of which are cheap and defensive (e.g. E.on, Sanofi and Kepco) and some of which are cheap and have 
significant recovery potential (e.g. MHI, ENI and Lloyds). The market dislocation has also provided an opportunity to make some new additions to the fund 
which have added to the weighted average upside including: Exor, Berkshire and the airlines.

The divergence in the fortunes of the differing factor strategies is starkly illustrated by the deeply negative performance of the Value indices and the positive 
performance of the Growth indices this year. Institutional and retail investors alike are crowding into the same areas of US technology, believing that in a 
world still being battered by the COVID-19 pandemic these are the safest investments. This crowding and the use of passive funds is clearly shown in our 
analysis of the MSCI World in last month’s letter where we show the price performance and valuation multiples rise with market capitalisation. Here we 
update that table to end September with additional columns showing just how similar the long-term growth rates expected by sell-side analysts are for each 
decile of the benchmark.

                Figure 1: MSCI World as at 30th September 2020

We think this table very revealing of the state of markets as we enter the fourth quarter of 2020. Two things that jump out at us:

1) The difference between the expected growth rates in earnings per share between the three-year periods beginning FY0 (January 2020) and FY1 (January 
2021). We note the uniformity across the deciles when considering the compound annual growth expected from 2021 (with the top decile of stocks actually 
expected to have the lowest growth). This suggests a very short-term view of analysts and investors with a significant valuation premium being paid today for 
those stocks that have produced superior earnings growth over the last three years and expected to be the most resilient this year.

2) The absolute levels of annual growth expected of stocks across the whole market from 2021 onwards is quite high though it will include a degree of ongoing 
recovery post-COVID-19.

The fund has suffered significantly this year from what appear to be overly negative reactions to the short-term challenges posed to some of our holdings but 
is certainly therefore positioned for a sharp reversal in fortune if the current market obsession with short-term earnings growth should falter, particularly 
amongst the more crowded and highly valued parts of the market. The simple average of the compound annual growth rates FY1-FY4 Bloomberg consensus 
earnings growth for the holdings in the portfolio is 19%, well above any of the deciles shown in the table above. The two-year weighted average upside of the 
fund is now at a highly attractive 57% and this reflects our COVID-19 stressed conservative forecasts and valuation levels.
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Fund analysis

Sector breakdown (%)

Financials 18.2

Information Technology 13.8

Industrials 13.3

Utilities 12.4

Health Care 10.1

Consumer Discretionary 7.4

Energy 6.4

Consumer Staples 6.1

Materials 5.2

Communication Services 4.5

Cash 2.6

Country breakdown (%)

Japan 20.3

Germany 17.0

United Kingdom 15.1

United States 14.3

South Korea 9.5

France 5.8

Italy 5.5

Canada 5.2

Finland 4.6

Cash 2.6

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

  Weighting Local terms USD

Samsung Electronics 6.2 +7.8 +9.9

E.ON 6.1 ‑4.7 ‑6.5

Tesco 6.1 ‑2.8 ‑6.2

Siemens 6.0 +3.2 +1.3

Sanofi 5.8 +0.5 -1.3

Barrick Gold 5.2 ‑3.2 ‑5.1

Toyota 4.8 ‑1.1 ‑0.8

Nokia 4.6 ‑17.7 ‑19.3

BT 4.5 ‑6.0 ‑9.3

Bayer 4.3 ‑8.8 ‑10.5

Total number of holdings 27

Active share (%)** 97.5

Fund characteristics

 Fund Benchmark

Price‑to‑earnings ratio (hist)^ 11.7 25.1

Price‑to‑book ratio (hist) 0.8 2.6

^Given uncertainty about forward looking estimates, we are providing 
historic numbers, adjusted for exceptional items (portfolio only). 
*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 World index, divided by 
two. 
All data as at 30 September 2020. 
Source: Oldfield Partners.



Share class details

Share class AMC* TER** SEDOL Bloomberg ISIN Launch date Price

A1 USD 0.90% 1.25% B6T2CL3 OVRGEA1 ID IE00B6T2CL30 21/03/2012 US$114.83

*AMC - Annual management charge 
**TER - Total expense ratio
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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 Global Equity CCF is a sub-fund of Overstone Common Contractual Fund, which is 
incorporated in Ireland and approved by the Central Bank of Ireland. Oldfield Partners LLP (OP) 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. OP 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. By acquiring an interest in the Fund, an investor acknowledges and agrees that (i) any information provided by OP is not a recommendation 
to invest in the Fund and that OP is not undertaking to provide any investment advice to the investor (impartial or otherwise). © 2020 Partnership No. OC309959.

Dealing and administrator details

Northern Trust International Fund 
Administration Services (Ireland) Ltd.

Telephone: +353 (0) 1 434 5054


