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MSCI World 
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2018 to date +1.7% +3.6% +0.9% -4.1% -2.3% -4.8% 

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% 

Since inception 

annualised* +8.8% +9.4% +8.2% +6.0% +6.5% +5.4% 

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 2018.  

* Inception Date is 1st June 2005.  
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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 2018. 

MSCI World Value Index vs MSCI World Growth Index (total return indices).                    
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The Value opportunity is now at an extreme 

Value investing – history shows it works over the long-term 

90

100

110

120

130

140

150

160

170

180

190

200

1979 1983 1987 1991 1995 1999 2003 2007 2011 2015



4 

OP Global 

Equity 

Strategy 

Value has only outperformed once 

since 2009 

OP the best performing Global Equity 

manager 

OP continually refines but remains an unwavering classic value manager 

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

MSCI World Value vs MSCI World Growth 
(Calendar year relative returns, %)  

Source: Bloomberg end May 2018 and Intersec 2016. 

A differentiated approach 
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Top contributors and detractors – relative attribution 

 

 

 Top 5 Contributors % Top 5 Detractors %

Lukoil +0.9 Korea Electric Power -1.2

Kansai Electric Power +0.9 Samsung Electronics -1.0

Sanofi +0.8 Lloyds -0.9

Eni +0.5 Mitsubishi UFJ -0.8

Hewlett Packard +0.4 Nomura -0.7

Source: OP, Bloomberg and MSCI ©. 

Date: As at 31st October 2018. 

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

Dividends Reinvested) Index in USD terms.  

2018 to date 
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Kansai Electric Power – Fukushima was a disaster for Japan and the company 

Kansai Electric – Price to Assets Japan’s Energy Policy 

 Prior to the Fukishima nuclear disaster Kansai generated c.50% of its electricity from nuclear 

 

 In 2015 it was generating 0% = ‘red ink’ 

Kansai Electric is the vertically integrated power utility in the Kansai region of Japan 

Source: Company and OP Research. 

Date: As at 31st March 2015. 

Contrarian - you could not get a more hated part of the market than a Japanese nuclear utility 
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EBITDA recovery 

Kansai Electric Power – focus on own research 

Source: Company and OP Research. 

Date: 30th October 2018. 

Return to service schedule 
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 Headwinds; Tariffs, Politics and local courts 

 

 Market analysts risk averse 

 

 OP focus on our own work, company and METI 

 

 OP buying in 2015 unit cost ¥1,289 per share. The share price is now at c.¥1,800, +40% return  

 

Patient – focus on your own work and have the courage of your convictions 

A simple investment thesis in modelling a return to service of the nuclear reactors 
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Reactors Capacity Start Age Mar-19 Mar-20 Mar-21 Mar-22 Mar-22

Mihama 1 320       Nov 1970 45 0.00 0.00 0.00 0.00 0.00

2 470       July 1972 43 0.00 0.00 0.00 0.00 0.00

3 826       Dec 1976 38 0.00 0.00 0.75 0.75 0.75

Ohi 1 1,120    Mar 1979 36 0.00 0.00 0.00 0.00 0.00

2 1,120    Dec 1979 35 0.00 0.00 0.00 0.00 0.00

3 1,180    Dec 1991 23 0.86 0.85 0.75 0.75 0.75

4 1,180    Feb 1993 20 0.86 0.85 0.75 0.75 0.75

Takahama 1 826       Nov 1974 40 0.00 0.45 0.75 0.75 0.75

2 826       Nov 1975 39 0.00 0.00 0.75 0.75 0.75

3 870       Jan 1985 30 0.86 0.85 0.75 0.75 0.75

4 870       Jun 1985 30 0.86 0.85 0.75 0.75 0.75

Total Nuclear output 3,526      3,857      4,934      4,934      4,934      

Nuclear capacity 6,578      6,578      6,578      6,578      6,578      

Nuclear capacity factor 53.6% 58.6% 75.0% 75.0% 75.0%



Source: OP, Bloomberg. 

Date: As at 30th October 2018. 

Korea Electric Power (KEPCO) - historically low valuation 
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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 30th October 2018. 

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 

 - Higher unit fuel costs, coal +58% H1 18 

 - Mix shift to LNG and IPPs 

 = ‘red ink’ 

 

 Return will recovery 

             - Peaking of unit costs 

 - Nuclear utilisation recovery < 63% H1 18

 - Potential tariff hikes 

 

 

 Intrinsic worth 0.5x Price to Book = +115% upside 

to FY2020  

 

Korea’s 8th Electricity Supply & demand Plan 

The long-term market dynamics for KEPCO are favourable 

Patient – only a strong KEPCO can deliver the long-term national plans for the country  

9 



Key purchases and sales 

 

 

Purchases Sales

Q1 2018 Sanofi, Japan Post Holdings -

Q2 2018 - -

Q3 2018 - -

Q4 2018 to date Siemens Lukoil

Source: OP. 

Representative global portfolio used.  
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46.3 

13.2 

4.9 

49.6 

64.4 

Market value of JPH's
investments

JPH market cap

Appraised real estate

Japan Post Insurance

Japan Post Bank

Oldfield Partners sum of the parts 

($ bn) 

Value of Japan Post Holdings at market prices 

($ bn) 

62.2 

13.2 

7.4 

4.9 

2.8 

(13.0) 

77.5 

49.6 

Japan Post Bank

Japan Post Insurance

Postal business

Real estate

Net cash

Pension

Oldfield Partners
Equity Value

JPH market cap

Japan Post Holdings 

Source: OP and Bloomberg. 

Date: As at 26th April 2018. 
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Source: Bloomberg, November 2018. 

Siemen’s price to book value back at levels not seen since 2009 while business significantly improved 

since 2000 

Siemens Price to Book Chart 
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Siemens – value in plain sight 



82,683 

Enterprise Value
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Source: OP, Bloomberg data as at 17th November 2017. 

Today’s Industrial EV / OP 2020 EBIT: 8.5x 

Siemens AG – excluding the listed holdings 



Source: Bloomberg, OP Research and Company Reports, November 2018. 

Siemens Healthineers AG  

  

 17x EV/EBIT  

 Market value €38.8bn 

 85% ownership 

 
 

EV of listed holdings is €41bn 

Siemens Gamesa 

   
 12x EV/EBIT   

 Market value €8bn 

 59% ownership 
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Siemens – listed entities highlight value opportunity 



41,701 

40,982 

Enterprise Value ex listed holdings
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Source: OP, Bloomberg data as at 17th November 2017. 

Today’s EV / OP 2020 EBIT of Siemens ex listed holdings: 6.7x 

Siemens 

Healthineers & 

Siemens 

Gamesa 

Siemens AG – excluding the listed holdings  



Source: Bloomberg, November 2018. 

Siemens has market leading expertise in software and hardware in Digital Factory 

OP 2020 Intrinsic Value of Digital Factory: €42bn 

 High single digit organic growth to 

2020+ 

 

 Siemens +17% organic order growth 

in Q4 2018 

 

 Reported profit margins of 19% (22% 

adjusted) 

 

 Peer group rating 15x EV/EBIT 

16 

Siemens – a world leader in industrial automation 



-505 

42,206 

40,982 

Enterprise Value ex listed holdings
& Digital Factory

17 

Source: OP, Bloomberg data as at 17th November 2017. 

Siemens 

Healthineers & 

Siemens 

Gamesa 

Digital Factory 

Today’s EV / OP 2020 EBIT of Siemens ex listed holdings & Digital Factory: -0.1x 

Siemens AG – excluding the listed holdings & Digital Factory  
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Source: OP, Bloomberg data as at 17th November 2017. 

* - Power & Gas is only 10% of our Intrinsic Value 

OP 2020 Sum of the parts valuation (€m) 

40,982 

42,206 

40,424 123,612 122,271 

86,054 

Listed holdings Digital Factory Remaining Value* Siemens EV EV adjustment Siemens Target
value

Current market
cap

-1,341 

Siemens AG – OP Intrinsic Value 



  

Portfolio characteristics 

Valuation  Fundamentals  

Source: OP, Bloomberg. 

Date: As at 30th September 2018. 

Representative global portfolio used. Based on MSCI method. Net debt/EBITDA excludes financials and includes only industrial net debt where applicable.  
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Source: OP, Bloomberg. 

Date: 31st October 2018. 
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Global Equity Strategy - portfolio structure 
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U.S. valuation 
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Source: Yale University.  

Date: As at 30th September 2018. 
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Global Equity Strategy – holdings and valuation methodologies 

Portfolio weighted average upside = +47% 

Source: OP. 

Date: As at 31st October 2018. 

Representative global portfolio used.  

Company Name Share Price Primary valuation method
Implied 

Price 

Upside / 

Downside

Total return   

(2 years)
Resp.

BT GROUP 6.7 238 P/E 312 31% 44% SJZ

SANOFI 6.4 74.43 P/E 91.00 22% 31% SZ/RSG

E.ON 6.1 8.43 P/E 12.00 42% 53% SZ

TESCO 5.7 213 SOTP 336 58% 64% NW

VIACOM 5.5 30.46 SOTP 43.75 44% 49% AG

EAST JAPAN RAILWAY 5.3 9,613 SOTP 13,380 39% 42% JM

MITSUBISHI HEAVY INDUSTRIES 5.2 3,994 SOTP 5,589 40% 47% AG

MITSUBISHI UFJ FINANCIAL 5.0 649 SOTP + P/B 925 42% 49% AG

LLOYDS BANKING GROUP 5.0 57 P/TBV 81 41% 53% RSG/SZ

ENI SPA 4.9 15.36 NAV & DACF multiple 17.50 14% 25% NW

JAPAN POST HOLDINGS 4.3 1,315 SOTP 2,140 63% 71% CO

KANSAI ELECTRIC POWER 4.2 1,788 EV/EBITDA 2,866 60% 66% AG

SAMSUNG ELECTRONICS 4.2 41,400 PE + net cash per share 79,710 93% 99% AF

NOMURA HOLDINGS 4.1 530 SOTP + P/B 878 66% 73% JM

TOYOTA MOTOR 3.7 6,426 P/E + LT Investments 9,600.00 49% 57% JM

HEWLETT PACKARD ENTERPRISE 3.5 14.57 P/E 23.28 60% 66% NW

RIO TINTO 3.4 3,724 SOTP + P/Sales 4,900 32% 43% HF

KOREA ELECTRIC POWER 3.3 27,100 P/B 57,919 114% 118% CO

SIEMENS 3.0 100 SOTP 153 52% 60% SZ

CITIGROUP 2.8 64.35 P/TBV + DTA 84.00 31% 36% RSG

BARRICK GOLD 2.4 16.68 P/E @$1,600 25.10 50% 52% RSG

GENERAL MOTORS 2.4 33.13 P/E 45.80 38% 48% AG

Valuation % Portfolio Target Valuation (Analyst)



  
10 year rolling performance of Value minus 

Growth (% per annum) 
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 Value investing works over the long-term 

 

 OP offers a distinctive, disciplined, 

repeatable value approach  

 

 An experienced team of closely aligned 

investment professionals with a proven long-

term track record 

 

 Following a difficult  period, the catalysts for 

strong outperformance of are in place  

 

 

Summary 

Source: Bloomberg. 

Date: As at 30th September 2018. 

Indices: MSCI World Value and Growth. 

OP can capture the value opportunity which is now at an extreme 
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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. 


