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Fund performance

Performance shown is of the A shares, calculated on a Total Return basis net of investment management fees and expenses. Index is MSCI World (Net Dividends

Reinvested) and MSCI World Value (Net Dividends Reinvested).

Source: OP, Bloomberg, Northern Trust Ireland and MSCI ©.

Data as at 31st October 2019.

• Inception Date is 1st June 2005.

Please refer to the Strategies section of our website (https://www.oldfieldpartners.com) for 5 year fund performance information covering complete 12 month periods.

£ $

Overstone Global 

Equity Fund
MSCI World MSCI World Value

Overstone Global Equity 

Fund
MSCI World MSCI World Value

2019 to date +7.9% +18.8% +14.1% +9.6% +20.6% +15.8%

2018 -4.0% -3.1% -5.3% -9.5% -8.7% -10.8%

2017 +7.9% +11.7% +6.9% +18.2% +22.4% +17.1%

2016 +44.5% +28.3% +34.1% +21.1% +7.5% +12.3%

2015 -1.0% +4.8% +0.7% -6.4% -0.9% -4.8%

Since inception 

annualised*
+8.3% +9.5% +8.1% +5.8% +6.9% +5.6%
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Monthly data. Average returns of Fama-French Large/Small Value benchmark 

portfolios.

Source: BofA Merrill Lynch Global Investment Strategy 7th June 2016, Fama-

French.

US Value versus Growth since 1926 Value vs Growth since 1979

Source: MSCI and Bloomberg. 

Date: As at 30th September 2019.

MSCI World Value Index vs MSCI World Growth Index (total return indices).                   

Great 

Depression

Dot-Com 

Boom

The Value opportunity is now at an extreme

Value investing – works over the long-term
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Source: JP Morgan Equity Research, The Value Conundrum 6th June 2019.

Value back to record cheapness

Value investing – relative valuation now at an extreme
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Source: Empirical Research Partners Analysis. Large cap stocks Top quintile Date: As at September 9th 2019. 

Value vs Growth

Could 2019 be the trough as in 2000?

Ten Worst Months for Value Strategies from 1952 to Aug 2019

▪ May and August 2019 come after a prolonged period of underperformance



US vs non-US stocks

S&P 500 vs MSCI EAFE (price indices). 

Source: Bloomberg,16th September 2019. 

US Outperformance of EAFE
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Valuation matters

This measure of valuation now also at an extreme

The valuation of the US – market cap to GDP

Source: Bloomberg, 3rd September 2019. Wilshire 5000/ US Nominal GDP.
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Source: Professor Jay Ritter, University of Florida. 

Percentage of unprofitable IPOs in the US
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Signs of the return of ‘irrational exuberance’
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OP Global strategy vs MSCI ACWI Value index Top 20

Source: MSCI and Bloomberg.

Date: As at 8th Sep 2019.

One year forward metrics used – Bloomberg consensus.

Would raise the overall 

valuation of the portfolio

Would lower the overall 

valuation of the portfolio

Index
Weighting

P/E P/BV P/CF P/Sales(%)

OP Global Strategy 11.0 0.9 6.3 0.7

Top 20 MSCI ACWI Value 15.1 2.8 11.3 3.0

1.6 JPMORGAN CHASE 11.9 1.6 11.4 3.4

1.5 JOHNSON&JOHNSON 15.2 5.5 15.4 4.2

1.4 PROCTER & GAMBLE 25.2 5.2 19.9 4.4

1.3 EXXON MOBIL CORP 23.0 1.6 9.8 1.1

1.2 AT&T INC 10.6 1.5 5.5 1.5

1.1 WALT DISNEY CO 24.1 2.7 17.5 3.5

1.1 BANK OF AMERICA 10.6 1.1 10.5 3.1

1.1 VERIZON COMMUNIC 12.5 4.1 7.0 1.9

1.0 INTEL CORP 12.0 2.9 7.8 3.4

1.0 CHEVRON CORP 17.6 1.5 8.0 1.5

1.0 COCA-COLA CO/THE 25.7 12.5 26.7 6.2

1.0 MERCK & CO 16.8 7.6 14.4 4.6

0.9 COMCAST CORP-A 15.5 2.6 8.5 1.9

0.9 CISCO SYSTEMS 15.0 8.0 13.1 4.0

0.9 PFIZER INC 13.1 4.2 13.6 4.0

0.9 WELLS FARGO & CO 10.6 1.2 10.1 2.6

0.9 PEPSICO INC 24.7 13.5 19.8 2.9

0.7 WALMART INC 23.8 4.5 13.3 0.6

0.7 CITIGROUP INC 9.3 0.9 11.2 2.2

0.7 TOYOTA MOTOR 9.2 1.0 5.5 0.8

The top names in the ACWI Value index
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Top contributors and detractors – relative attribution

 Top 5 Contributors % Top 5 Detractors %

Bayer +0.7 Korea Electric Power -2.3

Allergan +0.6 BT -1.9

Rio Tinto +0.5 Viacom -1.8

Tesco +0.4 Japan Post Holding -1.7

Citigroup +0.4 Kansai Electric Power -1.7

Source: OP, Bloomberg and MSCI ©.

Date: As at 31st October 2019.

% = the contribution to relative return of a representative global portfolio versus the MSCI World (Net 

Dividends Reinvested) Index in USD terms. 

2019 to 

date



Source: OP, Bloomberg.

Date: As at 3rd September 2019.

Korea Electric Power (KEPCO) - historically low valuation

KEPCO’s Price to Book ratio

Korea’s monopoly electricity generation, transmission and distribution company

Value – one of the cheapest stocks in the world at 0.2x price to book
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Source: OP, Bloomberg. Date: As at 18th September 2019.

Korea Electric Power (KEPCO) - historically low valuation

▪ Major investment required

- KEPCO capex $12-13bn p.a.

▪ Long-term median Return on Equity 5.0%

▪ Headwinds

- Fuel costs increased by $3.6bn in 2018

- IPP costs increased by $4bn in 2018

- Mix shift away from nuclear

= ‘red ink’

▪ Returns will improve

- Nuclear utilisation recovery

- Ramp up of new nuclear capacity

- Potential tariff hikes

▪ Intrinsic worth 0.5x Price to Book = +120% upside 

to FY2021 

Korea’s 8th Electricity Supply & demand Plan

The long-term market dynamics for KEPCO are favourable

Only a strong KEPCO can deliver the long-term national plans 
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Pharma
37.7%

Consumer 
Health 12.3%

Crop 
Science
43.3%

Other
6.7%

Revenue1

Pharma
48.7%

Consumer 
Health 9.6%

Crop 
Science
39.1%

Other 2.6%

EBITDA1

Crop Science Pharma Consumer Health

▪ €19bn revenue

▪ #1 in seed and traits

▪ €17bn revenue

▪ #1 in women’s health

▪ #2 in cardiovascular

▪ €5bn revenue

▪ Brands include Aspirin, Claritin etc

1 2018 pro-forma. EBITDA – Earnings before interest, tax, depreciation and amortisation.
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Bayer



Crop science

▪ Concentrated industry

▪ Bayer leading and outspending competition on R&D

▪ 2% to 3% long term growth

▪ Highly profitable: >25% EBITDA margin

Good business, but value destructive acquisition

$63bn EV
10x EV/EBITDA

OP Valuation

Bayer crop science ~$21bn Bayer legacy

~$37bn Monsanto

~$5bn Synergies

Purchase Price 

for Monsanto

$63bn EV
14x EV/EBITDA

14

Bayer



Source: Bloomberg, OP Research.

Date: As at 6th November 2019.

Sell-off in Bayer’s shares
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Closing of Monsanto 

acquisition for $63bn

Jury awards $289m in

first Roundup verdict

Judge upholds

jury verdict
Bayer loses second

and third Roundup trial

(€40bn)

OP initiates

position
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Glyphosate litigation

▪ 42,700 lawsuits as of October 2019

▪ Vioxx precedent: First verdict awarded $253m to one plaintiff – settled 27,000 cases for $5bn

Settlement estimated at €5-10bn

Market overreaction created entry opportunity

Facts:

→ Regulators and over 800 scientific studies confirm glyphosate’s safety

→ Study of 54,000 farmers over 20 years found no association between glyphosate use and 

cancer risk

→ Indispensable tool in modern agriculture

16

Bayer



Source: Bloomberg, OP Research.

Date: As at 20th June 2019.

Bayer sum-of-the-parts valuation at purchase (€bn)
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Bayer



Tesco - Attended their first ever ESG Day to understand better their approaches to human

rights in the supply chain, responsible sourcing, food waste and the challenges of improving

recycling in the UK.

18

Cyber Security - Throughout 2018, we participated in the UN PRI’s collective engagement, acting as 

co-lead with Tesco. 

We are taking what we have learned from this and have undertaken engagements on this with 

Lloyds Bank, Kansai Electric, BT, Toyota and MUFG.

Nomura - board independence; cross-holdings as a source of capital.

Japan Post Holdings - capital allocation: consideration of buybacks over mergers & acquisitions.

Korea Electric Power - improvements in carbon emissions disclosure.

BT & Lloyds Bank – CEO & CFO compensation structure.

Rio - tailings dam management following the two disasters at their Brazilian competitor, Vale.

ESG – examples of activity over the last twelve months



Purchases Sales

Q4 2018 Siemens Lukoil

Q1 2019 - -

Q2 2019 Allergan, Bayer Rio Tinto, JR East

Q3 2019 - -

19

Key purchases and sales

Source: OP.

Representative global portfolio used.  



▪ Produces leading aesthetics and 

therapeutics products including Botox

▪ Global aesthetics market projected to grow 

significantly

▪ Diversified drug portfolio with limited patent 

risk and pipeline optionality

▪ Strong free cash flow generation

▪ Management under pressure to release 

value

20

Global Aesthetics Consumers

Source: Company presentation (Sept18).

Attractive Valuation versus Pharma Peers

Allergan - new investment in Q2 2019

Source: Bloomberg.

Merger approach in June 2019 valuing it at a 45% premium
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OP sold

• Lowest cost operator, best balance sheet

• Cash flow generation, high returns on invested capital

• Sold at Intrinsic Value. +80% total return vs. +102% MSCI World (USD terms). Bought too early. 

(5.2% average weighting)

OP bought

Quality cyclical where ROIC recovered to historic highs

Rio Tinto share price

Source: OP Research, Bloomberg. 

Rio Tinto – investment fully realised in Q2 2019
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OP sold

• Defensive cash flows, hidden asset value, low absolute valuation.

• Hurdle rates of return lowered which led us to question longer-term ROIC. Sold to fund Bayer.

• +43% total return vs. +79% MSCI World (USD terms) (4.8% average weighting).

OP bought

Defensive with hidden asset value but ROIC outlook deteriorated

JR East share price

Source: OP Research, Bloomberg. 

JR East – investment fully realised in Q2 2019
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Valuation Fundamentals

Source: OP, Bloomberg.

Date: As at 30th September 2019.

Representative global portfolio used. Based on MSCI method. Net debt/EBITDA excludes financials and includes only industrial net debt where applicable. The ex-utilities net 

debt/EBITDA values are as follows: OP: 1.0x, MSCI World Value: 2.2x and MSCI World: 1.8x. 23
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Global Equity Strategy - portfolio characteristics



Source: OP, Bloomberg.

Date: 30th September 2019.
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Global Equity Strategy - portfolio structure
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Date: as at 6th November 2019.

Source: OP Research and Bloomberg.

*Bloomberg consensus estimate for March 2020.

**Market values where available, Bloomberg and OP estimates.

FY 2020 est Sector Div

Yield

%

Payout

ratio

%

Share 

Buyback

Yield

%

P/E 

Fwd*

P/B 

Fwd*

Underappreciated value

as % market cap**

MHI Industrial 3.4 45 0 13.5 1.0

33% listed equities

43% legal claim against Hitachi

? MRJ programme

Toyota Auto 3.1 29 2.6 9.5 1.1 c.60% equities and other investments

MUFG Bank 4.3 36 2.1 8.4 0.4
25% Morgan Stanley stake

45% Unrealised capital gains

Nomura Broker 3.1 29 8.3 9.2 0.6 29% stakes in listed NRI and NRE

Japan Post Post office 5.1 49 0 9.7 0.3
121% listed subsidiaries and real 

estate

Kansai 

Electric
Utility 3.9 30 0 7.5 0.7

22% listed equities

? Grid network

OP holdings in Japan

Japan – a Value call 
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Portfolio weighted average upside = +38%

Source: OP.

Date: As at 30th September 2019.

Representative global portfolio used. 

Company Name
Share 

Price
Primary valuation method Implied Price 

Upside / 

Downside
Total return   (2 years) Resp.

SANOFI 6.9 85.06 P/E 93.80 10% 18% SZ/RSG

TESCO PLC 6.6 241 SOTP 300 24% 32% NW

E.ON SE 6.2 8.89 P/E 12.00 35% 46% SZ

MITSUBISHI HEAVY INDUSTRIES 5.5 4,232 SOTP 6,600 56% 63% AG

LLOYDS BANKING GROUP PLC 5.4 54.12 P/TBV 81.20 50% 63% RSG/SZ

SAMSUNG ELECTRONICS CO LTD 4.8 49,050 PE + net cash per share 56,998 16% 22% AF

BT GROUP PLC 4.8 179 SOTP + P/E 298 67% 83% SJZ

SIEMENS AG-REG 4.6 98.28 P/E 137 39% 47% SZ

TOYOTA MOTOR CORP 4.5 7,216 P/E + LT Investments 9,600 33% 40% JM

MITSUBISHI UFJ FINANCIAL GRO 4.4 548 P/E + P/TBV 820 50% 59% AG

VIACOM INC-CLASS B 4.4 24.03 SOTP 44.00 83% 90% AG

ENI SPA 4.3 14.03 NAV & DACF multiple 17.50 25% 37% NW

NOMURA HOLDINGS INC 4.0 458 SOTP + P/B 526 15% 20% JM

ALLERGAN PLC 3.8 168 FCF to the firm 209 24% 28% SZ/CO

BAYER AG-REG 3.8 64.83 SOTP 74.50 15% 24% CO

HEWLETT PACKARD ENTERPRISE 3.8 15.17 P/E 19.50 29% 35% NW

BARRICK GOLD CORP 3.4 22.92 P/E 25.10 10% 11% RSG

JAPAN POST HOLDINGS CO LTD 3.4 995 SOTP 1,849 86% 96% CO

KOREA ELECTRIC POWER CORP 3.3 25,900 P/B 58,137 124% 128% CO

CITIGROUP INC 3.2 69.08 P/TBV + P/E 91.50 32% 38% RSG

KANSAI ELECTRIC POWER CO INC 3.0 1,209 P/B 1,882 56% 64% AG

GENERAL MOTORS CO 2.8 37.48 P/E 45.80 22% 30% AG

Global Equity Strategy – holdings and valuation methodologies



This document is issued by Oldfield Partners LLP (“OP”) which is authorised and regulated by the Financial Conduct Authority in the United Kingdom (the “FCA”). The investment products and services of OP are only available to persons who are Professional

Clients for the purposes of the FCA’s rules. They are not available to Retail Clients. OP has taken all reasonable care to ensure that the information contained in this document is accurate at the time of publication, however it does not make any guarantee as to

the accuracy of the information provided. Comparison to the index where shown is for information only and should not be interpreted to mean that there is a correlation between the portfolio and the index. While many of the thoughts expressed in this document

are presented in a factual manner, the discussion reflects only OP’s beliefs and opinions about the financial markets in which it invests and these beliefs and opinions are subject to change at any time.

The Overstone Fund PLC (the “Company”) is an investment company with variable capital incorporated with limited liability in Ireland and is organised in the form of an umbrella Fund. The Company has been authorised by the Central Bank of Ireland (the “Central

Bank”) as an investment company pursuant to Part XIII of the Companies Act, 1990. Authorisation of the Company is not an endorsement or guarantee of the Company by the Central Bank. Authorisation of the Company by the Central Bank does not constitute a

warranty by the Central Bank as to the creditworthiness or financial standing of the various parties to the scheme and the Central Bank shall not be liable by virtue of that authorisation or by reason of its exercise of the functions conferred on it by legislation in

relation to this Company for any default of the Company.

The Company has been authorised by the Central Bank of Ireland as a Qualifying Investor Alternative Investment Fund (“AIF”) pursuant to Chapter 2 of the Central Bank’s AIF Rulebook. OP has been authorised and regulated by the FCA in the

U.K. as a full-scope U.K. Alternative Investment Fund Manager (“AIFM”) pursuant to Part 2 of the Alternative Investment Fund Managers Regulations 2013 and acts as the external AIFM of the Company.

The Company is an open-ended investment company incorporated with limited liability under the laws of Ireland and is organised in the form of an umbrella fund with segregated liability between Funds. Its share capital may be divided into a number of Classes

each representing interests in a Fund. The distribution of Prospectuses relating to Funds established by the Company is restricted in certain jurisdictions and accordingly it is the responsibility of any person or persons wishing to make an application for Shares to

inform themselves of and to observe all applicable laws and regulations of any relevant jurisdiction.

United Kingdom: Funds established under the umbrella of the Company are not recognised collective investment schemes for the purposes of the Financial Services and Markets Act 2000 and the Funds may not be promoted to the general public. The Funds'

Prospectuses may only be issued and the shares in the Funds may only be promoted in compliance with the Financial Services and Markets Act 2000 (promotion of Collective Investment Schemes) (Exemptions) Order 2001, as from time to time amended. Many

of the protections provided by the United Kingdom’s regulatory regime will not apply to investments in the Funds referred to in this communication including access to the Financial Ombudsman Service and the Financial Services Compensation Scheme.

United States: Shares in the Funds have not been and will not be registered under the Securities Act 1933 of the United States (as amended), the Investment Company Act (1940) or the securities laws of any of the States of the United States. Shares in the

Funds may not be offered, sold or delivered directly or indirectly in the United States or to or for the account or benefit of any "US Person" as defined in Regulation S under the 1933 Act except pursuant to an exemption from, or in a transaction not subject to, the

registration requirements of the 1933 Act and any applicable State laws.

Ireland: The Funds will not be marketed publicly in the Republic of Ireland without the prior approval in writing of the Central Bank. The Funds have not been approved by, and are not regulated by, the Central Bank of Ireland.

Canada: The Overstone Fund plc (Canadian Offering Memorandum) prospectus should be read in the context of and in conjunction with the Foreign Prospectus (together called the “Memorandum”). The offering in Canada of shares in the Funds is being made

solely by the Memorandum and any decision to purchase shares in the Funds should be based solely on the information contained therein. No person has been authorised to give any information or to make any representations other than those contained in the

Memorandum. The offering in Canada of shares in the Funds is being made solely to subscribers resident in the Provinces of Ontario, Québec, Nova Scotia, British Columbia and Alberta in reliance on exemptions from the prospectus and dealer registration

requirements contained in applicable Canadian securities laws.

Australia: OP is exempt from the requirement to hold an Australian financial services licence under the Corporation Act in respect of financial services. OP is regulated by the Financial Conduct Authority under UK laws, which differ from Australian laws.

This document does not constitute an offer to buy or sell shares in the Funds. The offering materials of the Funds are the only authorised documents for offering of shares of the Funds. The offering materials may only be distributed in accordance with the laws and

regulations of each appropriate jurisdiction in which any potential investor resides. In making a decision to invest in the Funds, prospective investors may not rely on the information in this document. Such information is subject to change and does not constitute all

the information necessary to adequately evaluate the consequences of investing in the Funds. The Funds are only intended for sophisticated investors and an investment in them presents certain risks which are more fully described in the offering materials under

“Risk Factors”. Nothing described herein is intended to imply that an investment in the Funds is “safe”, “conservative”, “risk free” or “risk averse”. Investors are also reminded that past performance is not indicative of future performance and that they might not get

back the amount that they originally invested. Investors in the UK are reminded that they will not benefit from the UK investors compensation scheme.

Nothing in these materials should be construed as a recommendation to invest in the Funds or as legal, regulatory, tax, accounting, investment or other advice. Potential investors in the Funds should seek their own independent financial advice. OP neither

provides investment advice to, nor receives and transmits orders from, investors in the Funds nor does it carry on any other activities with or for such investors that constitute "MiFID or equivalent third country business" for the purposes of the FCA's rules. OP

may provide advisory or other services relating to, and connected persons may take positions in, investments mentioned herein.

The information contained in this document is strictly confidential and is intended only for use of the person to whom OP has provided the material. No part of this report may be divulged to any other person, distributed, and/or reproduced without the prior written

permission of OP.

The following is a brief summary of only some of the risk factors which may apply to each of the Funds: An investment in a Fund carries with it a significant degree of risk. The value of shares in the Funds may fall as well as rise and investors may not get back the

amount originally invested. Accordingly, an investment in a Fund should only be made by persons who are able to bear the risk of loss of all the capital invested. Investment Risk - An investment in a Fund involves investment risks, including possible loss of the

amount invested. The capital return and income of a Fund are based on the capital appreciation and income on the investments it holds, less expenses incurred. Therefore, a Fund’s return may be expected to fluctuate in response to changes in such capital

appreciation or income. Currency Risk - Each Fund is denominated in either U.S. Dollars, Euro or Sterling but the investments of a Fund may be acquired in a wide range of currencies and this will create currency exposure. Political Risks - The value of a Fund’s

assets may be affected by uncertainties, such as political developments, changes in government policies, taxation and currency repatriation and restrictions on foreign investment in some of the countries in which the Funds may invest. Counterparty and

Settlement Risks - The Funds will be exposed to a credit risk on parties with whom it trades and may also bear the risk of settlement default. In addition, market practices in relation to the settlement of transactions and the custody of assets could provide

increased risks. Emerging Markets - Where a Fund invests in equities or securities of companies incorporated in or whose principal operations are based in emerging markets additional risks may be encountered. These include: (a) Currency Risk: the currencies

in which investments are denominated may be unstable, may be subject to significant depreciation and may not be freely convertible; (b) Country Risk: the value of the Fund’s assets may be affected by political, legal, economic and fiscal uncertainties within the

emerging markets; (c) Market Characteristics: some emerging markets are still in the early stages of their development, have less volume, are less liquid and experience greater volatility than more established markets and are not highly regulated; (d) Custody

Risk: in some markets custodians are not able to offer the level of service and safe-keeping, settlement and administration of securities that are available in more developed markets; and (e) Disclosure: less complete and reliable fiscal and other information may

be available to investors and accounting standards may not provide the same degree of shareholder protection as would generally apply internationally. Substantial Repurchases - If there are substantial repurchases within a limited period of time, it may be difficult

for a Fund to provide sufficient funds to meet such repurchases without liquidating positions prematurely at an inappropriate time or on unfavourable terms. Investment in Other Collective Investment Schemes - Each Fund may invest in other collective investment

schemes and management fees and performance fees (if applicable) will be in addition to each Fund’s charges.

The foregoing summary list of risk factors does not purport to be a complete enumeration or explanation of the risks involved in an investment in the Fund. Prospective investors must read the entire Offering Memorandum of the Company and consult with their

own legal, tax and financial advisers before deciding to invest in a Fund.

Oldfield Partners LLP

11 Grosvenor Place

London SW1X 7HH

United Kingdom

Partnership No. OC309959.

Risk warning and other important information
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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.


