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

  1 month YTD 1 year 3 years

n	I EUR +5.7 ‑25.3 ‑25.5 ‑5.8

n	MSCI EAFE +5.4 ‑23.2 ‑23.0 ‑1.3

n	MSCI EAFE Value +6.4 ‑16.0 ‑16.3 ‑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 started the year well, benefiting from the return to Value. Since the war in the Ukraine began, the 
fund has suffered given its overweight to Germany. This means that as at the end of October the fund is down 
‑25.3% year to date with MSCI EAFE Index down ‑23.2%. For October the Fund is up +5.7% versus the MSCI 
EAFE at +5.4%. In 2022, we are seeing the long-awaited return to Value outperforming Growth and believe 
that Value leadership is here to stay. It is therefore frustrating that, after the very positive start to the year for 
the strategy against MSCI EAFE, the strategy has lagged this benchmark since the outbreak of war with the 
MSCI EAFE Value now down only 16.0% year to date. We believe the fall in price for the vast majority of our 
holdings does not reflect a fall in their intrinsic value and that many are seeing improving fundamentals even 
in this difficult environment.  We are excited by the weighted average upside in the Strategy today.

MHI has seen a marked transformation in its fortunes since the depths of Covid. The share price of this 
once out of favour Japanese heavy industrial is now up c.93% year to date. In the month, it announced the 
results for the second quarter which highlighted continued progress in a difficult operating environment 
with stronger than expected orders, up 40% year on year. Full year guidance was raised for orders and sales 
but there was no change to the target for business profit target of Yen 200bn. In the quarter energy orders 
were up 82%, led by increased demand for gas turbines and for its services to nuclear power plants. Whilst 
the fundamental improvement is coming through the stock price is close to our view of intrinsic value and we 
have been using this share price strength to reduce our holding.

The confirmation of President Xi Jinping as the leader of China for an unprecedented third term at the 
CCP congress this month was widely anticipated. However, international investors were spooked by his 
appointment of loyalist Li Qiang, who was responsible for the protracted and chaotic Covid lockdown in 
Shanghai, and the seemingly very public removal of the former Chinese leader Hu Jintao signalling Xi’s 
dominance. This led to collapses in the share prices of Chinese shares. The Hang Seng (the Hong Kong index 
which contains many listings for mainland China) fell back to levels not seen since 2009. From 2009 China’s 
nominal GDP in US dollars has grown by 3.5 times. The share price of Alibaba fell to a five year low of $63 
in the month, having traded at over $300 just two years before. The value of the company has now fallen to 
c.$168bn, with net cash, short-term investments and marketable securities accounting for over $100bn. The 
company has been free cash flow positive every year over the last ten and is forecast to generate free cash 
flow of $13bn this year to March 2023 and $18bn the year after. Whilst we acknowledge the current concerns
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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$11.6m

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.
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Commentary - continued

and risks in holding an investment in China, by having a limited exposure in a diversified global portfolio to the world’s second largest economy by GDP in the 
largest online business which remains fundamentally sound, growing and with such a strong balance sheet remains a compelling opportunity valued at a free 
cash flow yield (excluding the cash and securities) of nearly 20%.

Fresenius, the German healthcare conglomerate has been very weak this year. It is suffering from difficulty in hiring nurses and a gap between ongoing cost 
inflation and the rise in the Medicare reimbursement rate for the dialysis business in the US which was hit hard by Covid and there is a delay in its ability to 
pass on increased costs in its European hospital business, Helios.  The CEO has recently been replaced with Michael Sen, who we regard highly given his role 
in the transformation of Siemens. The fact that this global company is listed in Germany has not helped given the selloff in the German market but it is also 
a complex business with financial leverage. However, one of the attributes that attracted us was the defensive nature of its cash flows and asset backing. The 
company’s conglomerate nature is ripe for a breakup and it has now attracted the interest of activist investors from the US. The shares trade on a forward 
price to earnings of just 7 times which is well below historical levels. The hospital business remains very attractive and it continues to see recovery with strong 
organic sales growth of 6% year on year (with utilisation rates still below pre-Covid levels), which is somewhat offsetting the weakness in the US dialysis 
business.

The challenges Europe faces given the energy situation are not trivial. However, it is certainly reflected in the valuations of UK and European shares where 
we see investors pricing in a likely recession in 2023 which is why these markets trade at multi-decade lows in valuation terms. Our portfolio has a weighted 
average upside of over 60% which is among the highest since we started and we have found this a useful guide to the portfolio potential when it gets to such 
extreme levels. The forward price to earnings for the portfolio is less than 8 times and the dividend yield is 3.7%.

Fund analysis

Sector breakdown (%)

Financials 21.9

Industrials 21.2

Health Care 15.0

Consumer Staples 10.9

Consumer Discretionary 7.8

Energy 5.7

Communication Services 5.5

Information Technology 3.5

Utilities 3.4

Cash 5.1

Country breakdown (%)

Germany 21.4

United Kingdom 19.1

Japan 17.7

South Korea 11.0

Italy 5.7

France 5.7

Netherlands 4.7

Brazil 4.0

Sweden 3.3

China/Hong Kong 2.4

Cash 5.1

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

  Weighting Local terms USD

Siemens 6.4 +11.3 +12.4

Lloyds 6.2 +1.5 +4.6

Bayer 5.8 +13.0 +14.1

Eni 5.7 +21.5 +22.7

Sanofi 5.7 +11.4 +12.5

BT 5.5 +7.0 +10.2

Exor 4.7 +3.8 +4.9

Mitsubishi UFJ 4.6 +7.4 +4.5

KT&G 4.0 +10.5 +11.2

Embraer 4.0 +22.9 +22.9

Total number of holdings 23

Active share (%)** 95.1

 Fund MSCI EAFE

Price-to-earnings ratio (fwd) 7.7 11.6

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 October 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$84.43

I GBP Hedged 0.65% 1.02% BKF3JN9 OVUEEIG ID IE00BKF3JN96 £98.76

I EUR 0.65% 1.00% BD3H622 OVUEEIE ID IE00BD3H6222 €167.60

*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 +5.7 -25.3 -25.5 -5.7

MSCI EAFE +5.4 ‑23.2 ‑23.0 ‑1.3

MSCI EAFE Value +6.4 ‑16.0 ‑16.3 ‑1.9

  Annualised

GBP Hedged shares 1 month YTD 1 year 3 years

I GBP Hedged +4.5 -12.9 -12.2 -1.0

MSCI EAFE GBP Hedged +4.2 -19.9 -20.0 +1.0

  Annualised

EUR shares 1 month YTD 1 year 3 years

I EUR +4.0 ‑14.6 ‑13.4 ‑2.1

MSCI EAFE +4.3 ‑11.5 ‑10.1 +2.7

MSCI EAFE Value +5.4 ‑3.2 ‑2.4 +2.1

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.

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


