
                            

 

 

The Overstone Global ex US Equity Fund (A shares) returned +14.8% in US dollar terms (total 

return inclusive of dividends and net of all fees) in 2021 compared to a rise of +11.3% in the 

MSCI EAFE Index (index used for illustrative purposes only).  I shares returned +15.2% in US 

dollar terms. 

Over 2021 as a whole, the poorest performers in the ExUS fund were Barrick Gold (-14%), 

Nomura (-4%), Newcrest (-1%), Rio Tinto (+1%), and Marstons (+2%). We have no serious 

doubts about any of these. We remain strongly attracted to the two gold mining companies, 

Barrick and Newcrest, which at the current price of gold have a free cash flow yield of around 

7%. We continue to feel that gold exposure, in the form of these mining companies, is 

important at a time when there are large risks in equity markets – valuations (especially in the 

US and of tech companies), government debt, artificially low interest rates, inflation. Marstons’ 

share price is at a large discount to the value of its assets which include around 1400 pubs. 

Rio Tinto has a price earnings multiple in low single figures. Nomura is the only one of these 

five about which we are more hesitant since repeated efforts to improve their investment 

banking returns have been unsuccessful, but there is now a more persuasive attitude to risk 

management and the valuation remains low. 

At the top end of the portfolio over the past year have been Reach (+102%), ArcelorMIttal 

(+50%), Fairfax Financial (+47%), Lloyds (+35%), and BT Group (+30%). It is satisfying that 

three of these are UK companies despite the relatively restrained performance of the UK 

market.  We have now sold all of the Reach holding.  ArcelorMittal, like Rio Tinto, continues 

to trade on a single figure multiple, reflecting (we feel) excessive caution about a possible 

downturn in steel and iron ore prices. Fairfax Financial completed a $1bn share buyback in 

the month (just over 7% of outstanding shares) after selling a 10% stake in Odyssey Group 

Holdings, one of its insurance subsidiaries, for $900m. The share buyback was done at a 10% 

discount to reported book value while the sale of the stake in Odyssey was at 1.7 times book 

value. 

Despite overarching caution about the level of valuations in markets, there has been such a 

polarisation of performance that many areas and individual companies remain very attractively 

valued.  The price earnings ratio of the overall portfolio is seven.  
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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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