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INTRODUCTION 
We are pleased to present the half-yearly update for the Orbis OEIC UK Equity Fund (the “Fund”) for the six months 
ended 30 June 2017. 

ABOUT THE ORBIS OEIC 

Orbis OEIC (the “Company”), is a collective investment scheme authorised by the Financial Conduct Authority (the 
“FCA”) as a UCITS scheme, and was launched on 1 January 2014. Its head office is at 28 Dorset Square, London, NW1 
6QG. 

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, L-1319, Luxembourg. The directors 
of the ACD are Alexander Cutler, James Dorr and Alireza Ziai. 

ABOUT THE UK EQUITY FUND 

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, which measures the performance of companies listed on the London Stock 
Exchange. 
 
The ACD has appointed Orbis Investment Management Limited (“OIML”) as the Fund’s Investment Manager. 

FIGURES USED IN THIS REPORT 

Unless otherwise stated all figures used in this update are sourced from Orbis Investment Management Limited and 
provided as at 30 June 2017. Returns quoted are inclusive of dividends paid. 

 

 
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 of companies are not subject to restrictions on dealing in relevant securities 
ahead of the dissemination of this report. 
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INVESTMENT MANAGER’S REVIEW 
Performance Summary  

For the six months ended 30 June 2017, the UK Equity Fund, Standard Class, returned -3.5%, while the benchmark, 
the FTSE UK All Share Index, returned 5.5%. The peer group sector returned 7.3%. 

There were no meaningful changes to our sector allocations in the period. This is a reflection of our retaining 
conviction in many of the same parts of the market and underperforming stocks.  Finding attractive shares has been 
more challenging than usual in recent years as many developed stockmarkets have exhibited strong trending 
behaviour—where winners keep on winning. While that has shown signs of easing, our bottom-up research continues 
to identify discounts to intrinsic value in a number of cyclical shares that have fared worse as a group.  

At 30 June, the largest single holding in the Fund was Rolls-Royce (8.2%). Our investments in oil and gas companies, 
with Royal Dutch Shell being the largest (7%), collectively account for 15% of the Fund and have detracted from 
relative returns in the period. 

Portfolio Positioning and Activity  

We continue to see value in selected energy shares despite their recent underperformance. We don’t profess to be 
experts in guessing the price of oil, but we do believe the bear attitudes on the industry could leave attractive long-
term investment opportunities in fundamentally sound businesses that can withstand a prolonged oil price downturn. 
We believe Royal Dutch Shell, which is  listed in the Netherlands, US and UK, is one such company.  

Shell is the largest integrated oil company in Europe. The majority of its earnings are driven by its downstream 
business, which refines and markets crude oil. Shell’s upstream business, which is engaged in the exploration and 
production of oil and thus far more geared to the commodity price, comprises less than 10% of group earnings.  

Shell's share price has been punished amid the oil rout, despite its reasonably strong balance sheet and large refining 
business for which oil is an input cost. In the past two years, its dividend yield has been as high as 10%, suggesting 
the market doubts its sustainability. We think a cut to the dividend is unlikely, and are happy to collect these 
substantial payments while we wait for sentiment to improve on the shares.  

Shell has not cut its dividend since the 1940s. Management has sold some assets to keep debt under control while 
maintaining its dividend. In its latest results, Shell managed to use organic cash flow to cover its capital expenditure 
and fund its dividend.  

While a rebound in the oil price would lift sentiment across the sector, we do not believe a strong bounce is necessary 
for Shell’s investors to see attractive long-term returns. Rather, the contrarian investment case rests on its ability to 
maintain its dividend, which stands stronger than other companies’ pay-out in the best of times.  

Of course, should oil and gas prices move markedly higher, Shell will receive a meaningful boost. But it will not do 
nearly as well as pure exploration and production companies and feast-or-famine drillers, whose fundamentals are 
more tightly linked to a bet on the oil price.  

Outlook 

With Shell and the Fund’s other energy investments, including Cairn Energy and Ophir Energy, we are not making a 
bold oil price call. We are investing in companies that we believe trade at a discount to intrinsic value, when they are 
temporarily thought to be particularly risky. While only time will tell whether our contrarian views are correct, we are 
confident that following our fundamental philosophy in a disciplined manner will bear fruit over the long run. 

  



ORBIS OEIC – UK EQUITY FUND  HALF-YEARLY UPDATE 
 
 

  Page 3 

FUND OVERVIEW 
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, 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 stockmarket 
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 Fund’s 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 5 because of the medium to high range and frequency of price movements (volatility) of the 
underlying investments referenced by the Fund. 

  

http://www.orbisaccess.co.uk/reports-and-documents
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PERFORMANCE AND CHARGES 
Single Year Performance (Standard Share Class) 

12 months to 30 June 2013 2014 2015 2016 2017 

Orbis OEIC UK Equity Fund  N/A N/A -1.7% -5.1% 9.2% 

FTSE UK All Share Index1 N/A N/A 2.6% 2.2% 18.1% 

Past Performance is not a reliable indicator of future results. 

 

STANDARD SHARE CLASS FEES (for the 6 months ending 30 June 2017) 

Ongoing Charge 0% 

Performance Fee 0% 

Ongoing charges are based on expenses for the six months ending 30 June 2017. Relevant expenses for the year did 
not exceed the expenses coverage cap detailed in the Fund’s Prospectus and were therefore all met by Orbis Investment 
Management Limited. 

The performance fee is 50% of the outperformance of the Fund over its Benchmark. The fee is paid out of the Standard 
Share Class and invested into a Reserve from which the manager draws periodically when there is sufficient value in 
the Reserve. The performance fee is refundable to the Fund at the same rate (50%) in the event of underperformance 
relative to its Benchmark in future periods when there is value in the Reserve. At the period end, the Fund was in 
Reserve Recovery and 26.24% of outperformance needs to be recovered before any further fees become payable. 

The performance fee is not charged for periods when the Fund is below its Reserve Recovery Mark. More detailed 
information may be found in the “Fees” section of the Fund’s Prospectus. 

 

CHANGES DURING THE PERIOD 
The following changes were made to the Company during the year and therefore the following changes were reflected 
in the Prospectus of the Orbis OEIC. 

With effect from 1 January 2017, Orbis Investment Management Limited has replaced OPME as Investment Manager 
for the UK Equity Fund and has appointed OPME as Investment Adviser for that Fund. OPME is remunerated by 
Orbis Investment Management Limited. 

The Half-Yearly Report for the Fund for the six months ended 31 December 2016 incorrectly stated that OPME had 
been appointed as Sub-portfolio Manager for the UK Equity Fund on 1 January 2017 whereas in fact it acts as 
Investment Adviser for that Fund. 

  

                                                           
1  Source: FTSE International Limited (“FTSE”) © FTSE 2017. FTSE is a trade mark of the London Stock Exchange Group companies and 

is used by Orbis Investment Management Limited under licence. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or 
its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or 
underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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For further information, the most recent Prospectus can be found online at www.orbisaccess.co.uk/reports-and-
documents. 

 

 

 
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 2017 is 
available upon request. To obtain a copy, please contact our Client Support team by visiting 
www.orbisaccess.co.uk/contact-us. 

 
 

http://www.orbisaccess.co.uk/reports-and-documents
http://www.orbisaccess.co.uk/reports-and-documents
http://www.orbisaccess.co.uk/contact-us

