
  1 month YTD 1 year Launch 3 years 5 years Launch

n	I Acc GBP +2.6 +13.0 +9.3 +121.8 +13.9 +10.6 +11.4

n	MSCI World High Dividend Yield +1.2 +9.6 +12.1 +120.1 +12.3 +10.2 +11.2

n	MSCI World +3.2 +13.8 +12.4 +152.9 +15.7 +13.0 +13.4

 IA Sector Ranking 3 2 2 2 1 2 2

     

Preceding five calendar years performance  2018  2017  2016  2015  2014

I Acc GBP ‑4.7 +10.8 +29.7 +2.3 +7.5

MSCI World High Dividend Yield ‑1.9 +7.8 +30.4 +2.4 +9.0

MSCI World ‑3.1 +11.7 +28.3 +4.8 +11.6

Performance is calculated net of all fees and expenses and on a total return basis, inclusive of all 
distributions to unit holders. Charges and expenses for the I Acc GBP share class are deducted from Capital. 
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 rose 2.6% in GBP in April while the MSCI World High Dividend Yield Index rose 1.2% in GBP. The 
greatest negative contributions came from Stagecoach (‑14.3%, total return in local currency), Lukoil (‑5.4%) 
and Yue Yuen (‑6.1%).

Stagecoach’s participation in operating UK rail franchises appears to be coming to an end after the Department 
for Transport announced in April that the company had been disqualified from its three shortlisted rail bids. 
The reason given was that Stagecoach was not prepared to take on the risk of the pensions. The share price 
took another lurch downwards on the news.

Stagecoach has made a lot of money in the past operating rail services. However, we do not consider the exit 
to be an altogether bad thing as the franchises are based on long term growth assumptions that can be highly 
uncertain and, if they go wrong, can be costly, as seen by the £200m that Stagecoach lost on East Coast Line 
recently. We are also encouraged that the company did not wish to take on pension liabilities in exchange for 
the franchise. Some managers may be prepared to take on these long‑term liabilities that are highly uncertain 
because they may not be around to pick up the final bill. Having the two founders still on the board and owning 
25% of the company meant they were not prepared to take on those liabilities, however distant they might be.

After the sale of its US bus business and the exit from rail, Stagecoach will be a pure play bus business in the UK. 
The company no longer needs to keep capital back for future rail franchises so announced a £60m buyback in 
the month, roughly equal to 8% of the market capitalisation. This is in addition to the annual dividend of 6%.

The greatest positive contributions came from IWG (+38.1%, total return in local currency), Siemens (+11.4%) 
and Synchrony (+8.7%).

Following the failed private equity buyout of IWG last year, Mark Dixon, CEO and 27% shareholder, said that 
the process had forced IWG to reconsider how they should look to release value in their business. This month 
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Investment objective 

The Fund’s objective is to provide a 
significant level of income which will 
rise over time, combined with attractive 
capital growth. The Fund seeks to achieve 
this objective through investment in a 
focussed portfolio of global equities of 
primarily large, but some medium sized 
companies. The Fund targets a yield 
of at least 1.3x that of the MSCI World 
Index. The approach is classic contrarian 
value, based on bottom‑up fundamental 
research of individual companies.

Fund particulars

Launch date 06 December 2011

Fund size £97.2m

Domicile United Kingdom

Structure UCITS

Base currency GBP

Dealing Daily

Min. investment £10,000

IA sector Global Equity Income

Benchmarks MSCI World High 
 Dividend Yield

 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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IWG announced that they were franchising their Japanese business to a local provider, TKP. The positive surprise was that the transaction involved selling 
IWG’s existing Japanese business at a valuation of over three times enterprise value to sales and 16 times enterprise value to earnings before interest, tax, 
depreciation and amortisation. This is unadjusted for the fact that IWG will continue to receive a royalty from TKP for use of brands and technology and will 
no longer be required to deploy capital in the country to see growth. An exceptional transaction by all accounts.

At the current share price IWG has at least 100% upside to the valuations implied by the above transaction and does not allow for the possibility of a master 
franchise that we conservatively estimate could still be worth around 50% of the current market capitalisation today.

We purchased a new holding at the end of March – Allergan. Allergan is a global pharmaceutical company operating in 100 counties and employing more 
than 17,000 people worldwide. The company, in its current form, was created in 2015 when Actavis acquired Allergan for $74bn (and assumed the Allergan 
name). Actavis itself was a collection for mergers and acquisitions in the first half of the decade. Today, Allergan has two lines of business: the traditional 
branded pharmaceutical business focused on healthcare outcomes and an aesthetics business focused on beauty outcomes.

The global aesthetics market has seen strong growth in recent years and we expect this to continue over the coming years. The market benefits from the 
repeat and perpetual nature of many of the products which makes it much more valuable than conventional pharmaceutical products. There is less need to 
reinvent the business every 10 years. Allergan is well positioned to take advantage of these trends, with a number of market leading sub‑products. However, 
the jewel in the Allergan crown is the Botox franchise.

Botox is a brand name and Allergan’s commercial form of a neurotoxin called botulinum toxin that is produced by the bacterium Clostridium botulinum. 
Botulinum is the most acutely lethal toxin known to man. Allergan produces just a single gram per year – the amount that scientists have estimated could 
kill as many as 1 million people. However, when used correctly and in extremely small concentrations, it has multiple applications by preventing signals from 
the nerve cells reaching muscles, therefore paralyzing them. Botox is most famous as a treatment to reduce the appearance of facial wrinkles and fine lines.

One of the most attractive elements of Botox is that it is no longer under patent and there are alternatives available – removing the risks of a ‘patent cliff’. 
However, Botox maintains a market share of c. 70%, benefiting from first-mover advantage, a well-known brand name, good understanding of the product 
by clinicians and being a trusted solution.

Botox forms a large part of the aesthetics business. It generates sales of around $4.3bn and has economics and characteristics more akin to luxury goods or 
beauty companies than typical pharmaceuticals.

Beyond aesthetics applications, Botox is used for various therapeutic purposes including eye squints, migraines, excess sweating and over‑active bladders. 
These sales alone would be Allergan’s single largest drug. Allergan also continues to discover new applications for Botox and truly replicating a substitutable 
product is extremely difficult. It’s second largest drug, Restasis, is facing a ‘patent cliff’ this year resulting in over $1bn in lost revenue. Looking longer term, 
the therapeutics business comprises a diversified drug portfolio which has limited further patent cliffs over the next 5 years. Equally, there is not much in 
the pipeline of drugs that we can get too excited about. In general, we do not like to assign much value to pipelines given the high level of regulatory and 
commercial uncertainty.

The failure to develop a high‑quality pipeline of drugs, alongside a poorly performing share price has resulted in management coming under increased 
pressure. Possible responses to this pressure could include a break‑up of the aesthetic and therapeutic businesses. Fortunately, despite the string of 
acquisitions that led to the creation of Allergan, the CEO, Brent Saunders, is not just an empire builder and he is focused on creating shareholder value. In 
2016 he had the foresight to sell Allergan’s generic drug business to Teva Pharmaceutical Industries for $41bn a valuation of around 15 times enterprise value 
to earnings before interest, tax, depreciation and amortisation. We would be lucky to get half that value today.

Allergan generates significant free cash flow, even allowing for investment in R&D and acquisitions, that can be used to reduce financial leverage which is 
marginally higher than we would ideally like. The company is currently trading on a free cash flow yield in excess of 10% and a price to earnings multiple of 
9 times. This is attractive both in absolute terms and relative to its own history and peers. In this instance, we are viewing the peers as other pharmaceutical 
companies but, as mentioned earlier, there is a strong argument that a portion of the Allergan business should be compared to areas such as luxury goods or 
beauty companies. We receive a dividend yield of 2% and expect the company to return additional capital to shareholders through share buybacks.

In 2016, Pfizer bid $363 a share for Allergan. The proposed acquisition failed for political reasons, but it does provide an indication of what others may be 
willing to pay. We believe Allergan is worth in excess of $210 per share, nearly 50% more than the current share price.

Commentary - continued
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Fund analysis

Sector breakdown (%)

Financials 18.9

Consumer Staples 15.0

Industrials 14.6

Energy 11.6

Health Care 9.4

Consumer Discretionary 8.2

Telecoms 6.5

Information Technology 5.0

Utilities 4.0

Real Estate 2.3

Materials 1.8

Cash 2.7

Country breakdown (%)

United Kingdom 28.6

United States 24.4

Germany 8.9

Japan 6.2

Canada 5.3

Sweden 5.2

Denmark 4.2

Italy 4.0

France 4.0

Russia 3.8

China/Hong Kong 2.7

Cash 2.7

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

  Weighting Local terms GBP

IWG 6.7 +38.1 +38.1

Synchrony Financial 5.4 +9.0 +8.5

Fairfax 5.3 +3.2 +2.5

Investor AB 5.2 +8.1 +5.4

Siemens 4.8 +11.4 +10.9

Tesco 4.5 +7.6 +7.6

Philip Morris 4.2 ‑1.9 ‑2.2

Scandinavian Tobacco 4.2 +0.9 +0.5

Eni 4.0 ‑3.4 ‑3.8

E.ON 4.0 ‑3.4 ‑3.8

Total number of holdings 27

Active share (%)** 92.5

Fund characteristics

 Fund MSCI World

Dividend yield (%)*** 3.9 2.4

Price‑to‑earnings ratio 12.9 18.4

*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 High Dividend 
Yield index, divided by two. 
***Prospective yield of the portfolio before withholding tax. 
All data as at 30 April 2019. 
Source: Oldfield Partners.
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Performance summary of all share classes

 Since launch Since launch
GBP shares 1 month YTD 1 year 06/12/11 30/06/17 3 years 5 years 06/12/11 30/06/17

A Dist GBP +2.6 +12.7 +8.5 +114.1 ‑ +13.2 +10.0 +10.8 ‑

C Acc GBP +2.6 +12.7 +8.6 +114.5 ‑ +13.2 +10.1 +10.9 ‑

FI Dist GBP +2.7 +13.1 +9.5 ‑ +16.5 ‑ ‑ ‑ +8.7

I Dist GBP +2.6 +13.0 +9.3 +121.5 ‑ +13.9 +10.6 +11.3 ‑

I Acc GBP +2.6 +13.0 +9.3 +121.8 ‑ +13.9 +10.6 +11.4 ‑

J Dist GBP +2.7 +13.0 +9.3 +121.3 ‑ +13.8 +10.6 +11.3 ‑

J Acc GBP +2.6 +13.0 +9.3 +121.3 ‑ +13.8 +10.6 +11.3 ‑

MSCI World High Dividend Yield +1.2 +9.6 +12.1 +120.1 +11.7 +12.3 +10.2 +11.2 +6.2

MSCI World +3.2 +13.8 +12.4 +152.9 +17.3 +15.7 +13.0 +13.4 +9.1

 Since launch Since launch
GBP Hedged shares 1 month YTD 1 year 13/07/16 25/06/18 3 years 5 years 13/07/16 25/06/18

J Dist GBP Hedged +2.8 +15.6 ‑ ‑ +6.3 ‑ ‑ ‑ ‑

J Acc GBP Hedged +2.7 +15.4 +7.1 +33.5 ‑ ‑ ‑ +10.9 ‑

MSCI World High Div Yield GBP Hdgd +1.9 +12.2 +8.0 +22.2 +8.3 ‑ ‑ +7.4 ‑

MSCI World GBP Hedged +3.7 +16.2 +7.2 +34.0 +6.0 ‑ ‑ +11.0 ‑

 Since launch Since launch
EUR shares 1 month YTD 1 year 06/12/11 3 years 5 years 06/12/11

K Dist EUR +2.8 +18.0 +11.4 +120.3 +10.4 +9.6 +11.3

K Acc EUR +2.8 +18.1 +11.5 +121.4 +10.5 +9.6 +11.3

MSCI World High Dividend Yield +1.7 +14.5 +14.6 +120.1 +8.8 +9.2 +11.2

MSCI World +3.6 +18.9 +14.9 +152.9 +12.1 +11.9 +13.4

 Since launch Since launch
USD shares 1 month YTD 1 year 03/01/12 3 years 5 years 03/01/12

L Acc USD +2.8 +15.6 +3.6 +80.7 +9.7 +5.1 +8.4

MSCI World High Dividend Yield +1.6 +12.1 +6.2 +78.9 +8.1 +4.7 +8.3

MSCI World +3.5 +16.5 +6.5 +109.4 +11.4 +7.3 +10.6

Annualised

Annualised

Annualised

Annualised

Performance is calculated net of all fees and expenses and on a total return basis, inclusive of all distributions to unit holders. Charges and expenses are deducted from Capital for A, 
FI and I shares. 
Source: Oldfield Partners.
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Share class details

Share class Dividend type Fees from AMC* OCF** SEDOL Bloomberg ISIN Price

A GBP Distribution Capital 1.25% 1.45% B5PRP05 TMOVSAI GB00B5PRP051 £1.66

C GBP Accumulation Income 1.25% 1.45% B6S9J03 TMOVSCA GB00B6S9J037 £2.15

FI GBP Distribution Capital 0.40% 0.60% BZ05NR7 TMOFIGI GB00BZ05NR77 £1.10

I GBP Distribution Capital 0.65% 0.85% B75LT54 TMOVSII GB00B75LT544 £1.72

I GBP Accumulation Capital 0.65% 0.85% B75K5L9 TMOVSIA GB00B75K5L91 £2.22

J GBP Distribution Income 0.65% 0.85% B75KB22 TMOVSJI GB00B75KB221 £1.86

J GBP Accumulation Income 0.65% 0.85% B75M355 TMOVSJA GB00B75M3558 £2.21

J GBP Hedged Distribution Income 0.65% 0.90% BYP7ZY2 TMOVJHI GB00BYP7ZY24 £1.05

J GBP Hedged Accumulation Income 0.65% 0.90% BYYXWV7 TMOVJHA GB00BYYXWV77 £1.34

K EUR Distribution Income 0.65% 0.85% B75L051 TMOVSKI GB00B75L0514 €1.85

K EUR Accumulation Income 0.65% 0.85% B75LBN6 TMOVSKA GB00B75LBN68 €2.21

L USD Accumulation Income 0.65% 0.85% B3ZMR33 TMOVSLA GB00B3ZMR334 US$1.81

Where fees are deducted from capital rather than income, capital growth may be constrained. 
*AMC ‑ Annual management charge 
**OCF - Ongoing charge figure

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. The Overstone Global Equity Income Fund is a sub fund of The Overstone Fund, which is an 
authorised investment company with variable capital for the purposes of the OEIC Regulations and approved by the Financial Conduct Authority. This document is only available to 
persons who are Professional Clients as defined by the Financial Conduct Authority. It is not intended for Retail Clients. Oldfield Partners has approved and issued this communication 
for use by the Client. It should not be provided to third parties without the consent of Oldfield Partners LLP. Information contained in this communication must not be construed 
as giving investment advice within or outside the United Kingdom. This document is not a solicitation or offer of investment services. 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. © 2019 Partnership No. OC309959.

ACD

Thesis Unit Trust Management Limited 
Exchange Building 
St. John’s Street 
Chichester 
West Sussex PO19 1UP

Telephone: +44 (0) 1243 521234

Dealing and administrator details

Northern Trust Global Services Limited

Telephone: +44 (0) 20 7982 2000


