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INTRODUCTION
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Profile

The Fund is a sub-fund of Orbis OEIC (the “Company”), a collective investment scheme authorised by the 
Financial Conduct Authority (the “FCA”) as a UCITS scheme, and was launched on 1 January 2014. 

The Fund is available to investors resident in the UK. Each sub-fund of the Company is separately managed, 
charged, accounted for and assessed for tax. The assets of each sub-fund of the Company belong exclusively 
to that sub-fund and cannot be used to pay the debts of another sub-fund. Shareholders are not liable for the 
debts of the Company.

The Company is structured as an open-ended investment company, also known as an “investment company 
with variable capital”, or “ICVC”. FCA-authorised ICVCs are required to appoint an Authorised Corporate 
Director (“ACD”). The ACD is responsible for the day-to-day management of the ICVC. The Company has 
appointed Orbis Investment Management (Luxembourg) S.A. as its ACD. The ACD is a management company 
licensed and regulated by Luxembourg’s Commission de Surveillance du Secteur Financier and is located at 155, 
rue Cents, Luxembourg L-1319. The directors of the ACD are Alexander Cutler, James Dorr and Alireza Ziai.

changes to the fund during the Period 

With effect from 1 January 2016, Citibank International plc, the depositary of the Company at 31 December 
2015, merged into Citibank Europe plc.

For further information, the most recent Prospectus can be found online at www.orbisaccess.co.uk/reports-
and-documents.

We are pleased to present the Interim Short Report for the Orbis OEIC - UK Equity Fund (the “Fund”) for the 
six months ended 30 June 2016. All figures in this report are sourced from Orbis Investment Management 
Limited unless stated otherwise.

This report is also available online at www.orbisaccess.co.uk/reports-and-documents. 

Important Information

Past performance is not a reliable indicator of future results. Values may fall as well as rise and you 
may get back less than you originally invested. It is therefore important that you understand the risks 
involved before investing. This report does not constitute advice nor an offer to sell or a solicitation to 
buy shares of the Fund or other securities in the companies mentioned in it (“relevant securities”). It 
has not been prepared in accordance with legal requirements designed to promote the independence 
of investment research. Entities and employees of the Orbis Group are not subject to restrictions on 
dealing in relevant securities ahead of the dissemination of this review.
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Portfolio Manager’s Report1

Portfolio Manager: Orbis Portfolio Management (Europe) LLP

changes in Position Summary

For the six months ended 30 June 2016, the UK Equity Fund, Standard Class, returned 1.8%, while the 
benchmark, the FTSE UK All Share Index, returned 4.3%. The peer group sector decreased by 2.8%.

During the period, there was a significant increase in the Fund’s exposure to the Information Technology sector, 
from 1.8% to 6.5% of the Fund’s total assets. This was principally driven by adding to the Fund’s position in 
AVEVA Group (to 3.4%) and acquiring Playtech (3.1%). The exposure to the Energy sector also increased, from 
10.1% to 15.4%. At 30 June, the largest single holding in the Fund was Royal Dutch Shell (8.9%).

The Fund’s exposure to Telecommunication Services, meanwhile, fell from 8.0% to 4.0%, as we sold Cable 
& Wireless after Liberty Global’s bid for the company resulted in outperformance that narrowed the stock’s 
discount to intrinsic value. Cable & Wireless accounted for 4.4% of the Fund at the start of the year, but at 30 
June 2016 Vodafone was the sole telecommunications holding.

Portfolio Positioning and Activity

The UK Fund’s performance depends in large part on our ability to identify attractive individual stock selections. 
This has arguably been more challenging than usual in recent years as many stock markets in the developed 
world have exhibited strong trending behaviour i.e. winners continuing to win. These stocks are looking 
expensive. But there are always bargains to be found, particularly those of businesses that are undergoing 
wide-ranging change. 

In our experience, compelling opportunities can often arise when a company has experienced some sort of 
crisis or failure. A good management team can return the business to health, drive a meaningful reappraisal 
of its prospects from the stock market, and deliver pleasing returns for shareholders. But even in successful 
turnarounds, progress is rarely smooth and it’s not unusual to see major, unanticipated challenges. It takes a 
great deal of patience and resilience in order to take full advantage of these situations. 

Travel agency Thomas Cook, which the UK Fund holds, is one such example. Over the last two years, geopolitical 
and terrorist events have dramatically reduced demand for tourism in Northern Africa, Egypt and Turkey – all of 
which were formerly popular destinations for Thomas Cook customers. At relatively short notice, the company 
has had to re-route huge numbers of travellers to alternative destinations in the Western Mediterranean and 
further afield, which means lining up new hotels, finding local support for tourists, and securing landing slots 
for its aircraft. This isn’t cheap, and the company recently announced that there would be a modest negative 
impact on current year profits from these activities. 

Adding to near-term difficulties will be the fall-out of the UK referendum on 23 June, which saw a majority vote 
to leave the European Union. While lower consumer confidence across Europe is unwelcome for the business, 
we doubt the impact is unmanageable or sustaining. Investors have taken a far more pessimistic view of these 
developments, and Thomas Cook shares are down more than 50% in the last year.

In our view, this reaction is too extreme and short-sighted. While these disruptions to the business are unwelcome, 
they also reveal useful insights about the company and its management team. We find it encouraging that Thomas 
Cook can now absorb this kind of external shock with a fairly minimal impact on profitability. 

1 Percentages above are calculated in accordance with the valuation policies of the Company which may apply either mid or close prices 
depending on the security. 
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Where others see short-term disappointment, we find evidence of operational improvements made under the 
current management team that have not only increased profit margins, but also increased the resilience of the 
business. Said another way, we believe the market is losing faith in Thomas Cook for reasons that are not only 
beyond the company’s control, but also unlikely to persist.

Thomas Cook shares traded at a value that is in line with levels last seen during a period of acute financial 
distress in 2011 and 2012. We found this extremely surprising given that the company has since paid down a 
significant amount of debt and is dramatically stronger today, both operationally and financially.

In situations like these, a short-term disruption can be a blessing in disguise. As painful as it may be for the 
company’s near-term profitability, it has offered us the opportunity to increase the Fund’s position at a larger 
discount to intrinsic value and with higher conviction that the business is improving and likely to continue its 
turnaround in future years.

Performance Summary1

£
Highest Share Price

£
Lowest Share Price

£ per share
net Income distributed

Standard Share class (Income)

2016* 8.6342 8.6292 Not Applicable

2015 9.6650 8.0737 0.1946

fund Management fee free class (Income)

2016* 7.2043 7.2001 Not Applicable

2015 9.6594 8.0690 0.1944

Past performance is not a reliable indicator of future results.

*  From 1 January 2016 to 30 June 2016

1 The Refundable Fee Class (Accumulation) is available only to the Fee Reserve Administrator and is used for investment of the Reserve. 

During the six months ended and as at 30 June 2016, there were no shares in issue.



UK Equity Fund Interim Short Report: June 2016 Page 4 

UK Equity Fund: Fund Overview

fund overview

Sector Exposure

Weight

Sector 30 June 2016 31 december 2015

Industrials 31.4% 25.8%

Energy 15.4% 10.1%

Financials 13.3% 14.9%

Consumer Staples 12.5% 12.6%

Consumer Discretionary 8.9% 16.9%

Information Technology 6.5% 1.8%

Utilities 5.4% 4.1%

Telecommunication Services 4.0% 8.0%

Health Care 2.2% 3.7%

Other 0.4% 0.2%

Materials 0.0% 1.9%

top 10 Holdings

Weight

Security name 30 June 2016 31 december 2015

Royal Dutch Shell 8.9% 2.1%

Balfour Beatty 7.1% 6.4%

Rolls-Royce Holdings 5.8% 3.4%

Drax Group 5.4% 4.1%

British American Tobacco 5.2% 5.1%

Serco Group 4.6% 2.9%

Imperial Brands 4.4% 5.2%

Vodafone Group 3.9% 3.5%

Cairn Energy 3.9% 2.6%

First Group 3.7% 6.1%
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1 All ongoing charges were met by Orbis Investment Management Limited for the Fund Management Fee Free Share Class and 

Refundable Fee Share Class. There are no performance fees charged on these share classes. 

2 All ongoing charges were met by Orbis Investment Management Limited.

Geographical Exposure

Weight

Geographical Area 30 June 2016 31 december 2015

United Kingdom 93.4% 92.0%

Europe ex-UK 6.6% 4.2%

North America 0.0% 3.8%

Unallocated 0.0% 0.0%

charges (for the Standard Share class)1

for the six months ended 30 June 2016

Ongoing charges2 0%

Performance fee 0%

Important dates

Annual Interim

Accounting date 31 December 30 June

Income distribution date 28 February Not Applicable
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objectives and Risks

Investment objective 

The Fund seeks to deliver higher long-term returns than the UK stock market, without taking on greater risk 
of loss. The Fund’s success or failure with regard to this objective is measured by comparing its returns with 
those of its Benchmark, the FTSE UK All Share Index (the “Benchmark”), which measures the performance of 
companies listed on the London Stock Exchange. 

Investment Policy 

In pursuing its investment objective, the Fund will invest primarily in shares of companies with a listing and 
significant business presence in the United Kingdom.

While the Fund aims to be fully invested in shares of such companies, it may, to the extent permitted by 
the Fund’s investment restrictions, also periodically hold cash and invest in other types of investments such 
as other transferable securities, cash, money market instruments, deposits, derivative instruments or other 
investment funds.

At any given time, the Portfolio Manager will invest in a limited selection of shares, with a listing and 
significant business presence in the United Kingdom, which it considers to be most undervalued compared to 
its assessment of what they are worth. As a result, the Fund’s holdings will often be relatively concentrated in 
some industries, while at the same time having little or no exposure to others.

From time to time, the Fund may utilise exchange-traded derivatives e.g. futures and options on broad stock 
market indices in the UK, for efficient portfolio management purposes by helping the Fund be continuously 
fully exposed to equities.

Risk Profile 

The fundamental risk associated with any stock portfolio is the permanent loss of capital. Stock values may 
fluctuate in response to the activities of an individual company or in response to general market and/or 
economic conditions.

The Fund’s holdings usually differ meaningfully from the Benchmark and will often be relatively concentrated 
in some industries, while at the same time having little or no exposure to others. This means that events 
causing a decline in the value of holdings in industries in which the Fund is invested may have a significant 
effect on the Fund’s value and its performance may differ significantly from the Benchmark.

Similarly the Fund holds a smaller number of different stocks than many other funds meaning that performance 
of a single stock within the portfolio may have a greater effect on the Fund’s value.

The Fund offers no capital guarantee or protection.

More information in relation to risks in general may be found in the “Risk Factors” section of the Prospectus 
which can be found online at www.orbisaccess.co.uk/reports-and-documents.

Synthetic Risk and Reward Indicator 

The Risk and Reward Indicator is a simple measure of the risk associated with investing in the Fund. The higher 
the rank, ranging from Category 1 to Category 7, the greater the potential reward but the greater the risk of 
losing money.

For periods prior to the Fund’s launch where there is no performance history, the indicator is based on the 
Fund’s Benchmark which is the FTSE UK All Share Index. Historical data, such as the data used in calculating 
this indicator may not be a reliable indicator of the future risk profile of the Fund.

The risk and reward category may shift over time and is not a target or a guarantee. The lowest category (i.e. 
Category 1) does not mean a risk-free investment.

The Fund is in category 6 because of the high range and frequency of price movements (volatility) of the 
underlying investments referenced by the Fund.
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Our Client Support team is available to answer any questions that you may have. If you are contacting us 
about your account, we may ask you a few security questions first to ensure you are the true account owner.

The Interim Long Report for Orbis OEIC for the period ended 30 June 2016 is available upon request. 
To obtain a copy, please contact our Client Support team by visiting www.orbisaccess.co.uk/support.


