
                            

 

 

The Overstone UCITS Global Smaller Companies Fund (A shares) returned +7.2% in US 

dollar terms (total return inclusive of dividends and net of all fees) in 2021 compared to a rise 

of 16.7% in the MSCI World Small & Mid Cap Index (index used for illustrative purposes only). 

I shares returned +7.6%. 

The fund was up over 20% earlier in the year after many developed countries had almost 

returned to normal thanks to successful vaccine rollouts. However, the emergence of new 

variants, particularly Delta and Omicron, led to some restrictions being put back in place 

impacting consumer discretionary companies like IWG (office space), Jet2 (travel) and 

Wetherspoon (hospitality) which were all down between 20 – 30% from the end of April. We 

believe these companies are well placed for a recovery while their competitors have been 

materially weakened. We took advantage of the lower prices to add to many of the consumer 

discretionary positions.  

In September, National Express announced plans to take over Stagecoach offering its 

shareholders an 18% premium to the previous day’s closing share price. The deal will be 

structured as an all-share merger with Stagecoach shareholders receiving a quarter of the 

combined group. If approved, the group would benefit from significant synergies in their UK 

operations and from increased geographical diversity with less than half the group being UK 

based. The group is expected to generate around £290m in annual profits compared to a 

combined market cap of just £1.9bn. 

We initiated a position in Home24, a European leader in online home and living retail. The 

home and living category has been slower than others to migrate online because of the 

complications around logistics, given the bulky size of furniture, as well as the desire for 

consumers to see and touch a product before purchasing. The logistics side of delivery has 

now been solved and consumers are increasingly comfortable purchasing furniture online 

thanks to improved online tools for visualising the products in their homes, as well as 

consumers having more trust in online reviews.   

Online players in the home and living category have similar cost and scale advantages as 

other online retailers have over traditional bricks and mortar competitors: their fixed assets are 

much cheaper being out of town, they need far fewer employees per sale and they can offer 

a much broader product range. In addition, the desire for consumers to make their home 

unique means that, unlike other categories where there are dominant suppliers (such as Nike 

and Adidas in sportswear), there are no particularly strong brands in the home and living 

space. This gives more power to the large retailers and results in higher margins.   

Home24 was founded in 2009 and has grown rapidly to become a leader in the space with 

€600m in sales. The company is currently investing nearly 20% of its sales in marketing which 

is expected to result in over 25% per annum growth over the next few years. At maturity 

marketing spend will drop to around 10% of sales and net margins will be in the high single 

digits.  
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In terms of valuation, Home24 is cheap, trading on just a third of sales, meaning that if it was 

to stop investing in growth, it would be on a single digit multiple of earnings.  As a comparator, 

Wayfair in the US is trading on over one times sales despite having lower margins and a 

similar growth profile.  

The fund remains attractively valued at a small premium to book value and less than 11x 

recovered earnings. 
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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 necessarily 

a guide to future performance 
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