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The Second Quarter represented a period of significant progress towards our goal of 
establishing a differentiated portfolio for Majedie Investments PLC (‘Majedie’), which we 
believe has the attributes to deliver inflation-beating total returns over the years ahead.  
 
In a new regime characterised by higher interest rates, increased uncertainty, and variable 
liquidity, we have serious doubts that following a conventional investment playbook will lead to 
strong outcomes.  By contrast, the ‘liquid endowment’ model we employ for Majedie should 
provide its shareholders with access to idiosyncratic (fundamental) return sources, with the 
right profile for the post-COVID regime.   
 
In this commentary, we discuss how the market’s skittish, narrative-driven behaviour is 
creating attractive entry (and exit) points for the long-term, investments we select for the 
portfolio.  We also explain how more dispersion between the prices of individual securities 
should enable high-quality and complementary total returns for Majedie’s investors.   
 
To help shareholders understand our philosophy and approach, we encourage them to watch 
the short videos we will post on the Company’s website over the coming weeks. These bite-
sized clips summarise our investment strategy, give some examples of portfolio investments, 
and clarify our policies on currency exposure and how Majedie's portfolio is valued.   
 
 

PERFORMANCE & ATTRIBUTION 
 
Over the quarter, the Company’s Net Asset Value (NAV) rose modestly, ending the period at 
249.17 pence per share having paid a dividend of 1.8 pence per share.  Over the Financial 
Year-to-Date, the NAV has appreciated by +15.5% having paid dividends of 7.8p pence per 
share.i 
 
Special Investments  
 
The performance of the Special Investments component was mixed over the quarter.  Project 
Bungalow - an activist position in the public equity of a Quick Service Restaurant business - 
appreciated as the idea sponsor announced its involvement and agenda, achieving board 
representation.  Meanwhile, Project Care - an investment in the subordinated debt of a 
Healthcare business - performed poorly when the company entered into a restructuring 
support agreement sooner than expected.   
  

 
i Past performance is not a reliable indicator of future returns. 
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External Managers  
 
Sourced through our global network, approximately half of the new portfolio’s external 
managers have an ‘equity-centric’ classification.  For Majedie, we have identified practitioners 
whom we believe to be amongst the very best in niche areas like midcap biotech, Scandinavian 
equities, value-catalyst situations, or mid-cap activism.  Most of these managers are unknown 
to - or inaccessible by - the broader investment community.   
 
Most of these equity-centric funds fared well last quarter.  The best results came from a 
European manager whose positions in Greek banks and gold mining stocks rallied sharply, and 
a Software manager whose investments appreciated from depressed levels.  On the other side 
of the ledger, sentiment around China’s reopening weighed on the portfolio’s one external 
manager dedicated to the region.   
 
Meanwhile, the portfolio’s five external managers that have more of an ‘absolute-return’ profile 
(all of them specialist-credit funds, with one exception) made a muted contribution to the 
bottom line.  We see considerable latent value in this part of the portfolio, which augurs well for 
the second half of the year.   
 
Direct Investments  
 
Majedie’s hand-picked selection of direct investments kept pace with global equities over the 
quarter, led by its positions that captured some of the ‘buzz’ around Artificial Intelligence.  As 
they reached our price targets, we pared back / exited those holdings to reallocate where we 
see more fundamental upside.  Valuation plays an important part in our decision-making and is 
a discipline that has served us well over time.      
 
Legacy Positions 
 
The legacy investment in the public equity of Liontrust plc detracted over the period.  We have 
continued to sell down the holding in a systematic and sensitive manner.  As of today, it 
represents less than 1% of Majedie’s NAV. 
 
 

FINDING VALUE IN WHAT’S BEEN LEFT BEHIND 
 
This year’s stock market has been the most concentrated on record, exemplified by the U.S. 
where only seven mega-cap growth names (dubbed ‘The S&P 7’) were responsible for 
substantially all the returns of the S&P500 index.ii   For many allocators, this adds to the 
arguments for taking a passive approach to equities.  Their logic: it’s impossible to know in 
advance the few stocks that will lead the markets higher.  So - by owning the entire index - 
one can be sure to participate.  
 
We disagree, for three reasons.  First - whilst we believe that equities are the best asset class 
for compounding wealth - the composition of the major indices is now lopsided, and valuations 
of their largest components are rich.  This raises questions about the long-term return one 
might reasonably expect from a passive investment in those indices.   
 

 
ii Bernstein found that the average contribution of the top 10 stocks to total index performance in 1H2023 
was the highest in 40 years.  
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The second reason is largely behavioural.  In our experience, an investor is more likely to 
remain steadfast during periods of volatility if he/she has a clear understanding of the 
fundamental qualities of the investments they own.  The same cannot be said of passive 
exposure gained via an index or exchange-traded fund (ETF).  When the going gets tough, 
price action becomes a major variable in the mind of the passive investor.  It is not so easy to 
retain conviction in a financial instrument that is referenced against hundreds of underlying 
assets, of varying quality.   
 
The third reason is the most important.  We - and our external managers - continue to find 
compelling investment opportunities that have been left behind by the narrow market rally, at 
valuations we consider attractive relative to their earnings power.  Evidence shows that, 
outside of extreme episodes, it is earnings that dictate price performance.  When markets 
move out of an indiscriminate phase into a more selective one, the fundamental investor should 
be rewarded as the inefficiencies created during the prior period are corrected.  We are at such 
a juncture today, hence our enthusiasm about the prospect of putting new capital to work for 
the Majedie portfolio.  
 
 
 
 

 
Source: Bloomberg. As of June 2023. “The SPX 493” comprises the S&P500 minus the seven select 
companies. Past performance is not a reliable indicator of future returns. 
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     Source: FactSet. As of June 2023. 

 
 
 
 

THE EARLY STAGES OF A MORE DISCRIMINATING REGIME 
 
Many of these opportunities are explained by the growing effect that popular ‘narratives’ have 
on markets, often amplified by non-fundamental participants, including computer-driven 
trading programmes.  In a recent article, John Authers - a Bloomberg commentator - identified 
no fewer than 14 such narratives that have driven the price action at times over the first half of 
2023.  
 
 
 

 
 
Source: John Authers, ‘Narrative Fallacy’ 5th June 2023 (stylised). 
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Understandably, many investors become mesmerised by all this noise.  To appear relevant, 
they feel obliged to participate in debates, the outcomes of which are - frankly - unknowable.  
For example, in the current environment, there is data to support an equally coherent argument 
that: 
 

(a) The global economy is running too hot and further rate hikes will be required, or  

(b) The global economy is decelerating and will soon dip into recession, or 

(c) Central banks have pulled off the miraculous soft landing, by taming inflation with no 
significant damage to growth or jobs. 

 

 

     
 
 
Source: ADP Research Institute. As of June 2023.           Source: The Conference Board. As of June 2023. 
 
 
 

 
Source: ASR Ltd., Refinitiv Datastream. As of June 2023.  
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Instead of making investments for Majedie that are predicated on an ability to predict these 
outcomes, we seek out idiosyncratic situations that can work independently.  As correlations 
between securities fall from last year’s extreme levels, the conditions should be in place for our 
strategy to deliver performance that is not only positive but also complementary.  We believe 
these are just the early stages of a more discriminating market regime, one that should reward 
investors who can identify the most compelling bottom-up opportunities and steer clear of 
modish areas that might result in capital loss.     
 
 

   
 
 Source: Blackrock Investment Institute. As of June 2023.           Source: JP Morgan. As of June 2023.
    

 
POSITIONING  
 
The portfolio is close to being fully invested, and its beta-adjusted exposure to equities (using 
MSCI ACWI as a proxy) is ~60%.iii  Cash levels are somewhat higher than we would have 
intended, because we harvested profits in some direct investments and await better entry 
points in new opportunities, which include several special investments under consideration.  In 
the meantime, we have taken advantage of a ‘risk-free’ yield of around 5% available on liquid, 
short-dated gilts. 
 
It is important to mention the low levels of statistical cross-correlation between the portfolio’s 
various investments, which is a structural characteristic of our approach.  This suggests we 
have achieved a degree of risk diversification, without diluting the portfolio’s return potential.  
 
Through a distinctive combination of (a) special investments, (b) allocations to specialist 
external managers, and (c) eclectic direct investments, we have built what we believe to be a 
very attractive equities component for Majedie.  As far as we are aware, there is little-to-no 
position overlap with the portfolios of the Company’s listed peer group.  At present, we see 
investible dislocations across industries, regions, market capitalisations and style factors and 
therefore see no need to own the mega-cap growth stocks that account for most of the year-
to-date gains in the market indices.   

 
iii As a guide, this suggests that a +/- 10% move in global equities might result in a corresponding gain/loss 
of 6% for the portfolio.  There is no guarantee that this outcome will be achieved.   
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Sitting alongside the targeted equities exposure, Majedie’s allocation to specialist credit is 
another true differentiator.  At nearly one-third of the total portfolio, it has the potential to 
make a significant contribution over the next 18-24 months, even should the economic 
backdrop deteriorate.  Over the two decades that have passed since the collapse of Enron, we 
have built strong relationships with some of the world’s leading distressed-debt investors.  
Today, they believe it should be possible to earn attractive total returns through a combination 
of ‘carry’ (i.e., income) and bond-price appreciation.  If the economic backdrop worsens, they 
will be there to pick up the pieces when companies require capital or restructuring expertise. 
 
Finally, to give shareholders a flavour of the eclectic nature of the new portfolio, we have 
summarised the largest positions in each category.  We look forward to reporting on their 
progress.  
 
 
Special Investments 
 
 

 
 
External Managers 
 
Equity-centric 
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Absolute Return 
 
 

 
 
 
Direct Investments  
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Important Information: 
 
This document has been prepared by Marylebone Partners LLP ("Marylebone") in its capacity as alternative investment 
fund manager of Majedie Investments PLC (“the Company”). Marylebone is registered in England and Wales (Company 
Number: OC381480) and has its registered office at: 65 Compton Street, London, EC1V 0BN, United Kingdom. The 
Company is registered in England and Wales (Company Number 109305) and has its registered office at: 1 Kings Arms 
Yard, London, EC2R 7AF, United Kingdom.  
 
This document is intended to be of general interest only and does not constitute legal, regulatory, tax, accounting, 
investment, or other advice nor is it an offer to buy or sell shares in the Company (or any other investment mentioned 
herein). Nothing in this document should be construed as a personal recommendation to invest in the Company (or any 
other investment mentioned herein) and no assessment has been made as to the suitability of such investments for any 
investor. In making a decision to invest 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 Company. Investors should not subscribe for any shares in the Company on the basis 
of the information in this document. Investors should refer to the information contained within the Company's Key 
Information Document (KID) and the latest Annual or Half-Yearly Financial Reports before making any decision to invest. 
Investors should also seek independent professional advice before making any decision to invest in the Company. 
 
Capital at risk. The value of shares in the Company (and any income derived from them) can go down as well as up 
and you may not get back the amount that you have invested. The shares in the Company are listed on the London 
Stock Exchange  and their price is affected by supply and demand and is therefore not necessarily the same as the value 
of the underlying assets. Changes in currency rates of exchange may have an adverse effect on the value of the 
Company’s shares (and any income derived from them). Any change in the tax status of the Company could affect the 
value of the Company's shares or its ability to provide returns to its investors. Levels and bases of taxation are subject 
to change and will depend on your personal circumstances. The Company can borrow money to make investments 
(known as 'gearing'), which can enhance returns in a rising market but will magnify losses if the value of the Company's 
investments falls. You should consult your own professional advisers on the tax implications of making an investment in, 
holding or disposing of any of the Company’s shares, and on the receipt of dividends.  
 
Past performance is not a reliable indicator of future returns. Any return estimates or indications of past performance 
cited in this document are for information purposes only and can in no way be construed as a guarantee of future 
performance. No representation or warranty is given as to the performance of the Company's shares and there is no 
guarantee that the Company will achieve its investment objective.  
 
For more information on the Company, and the risks associated with an investment in the Company's shares, please 
refer to the Company's Key Information Document (KID) and the latest Annual or Half-Yearly Financial Reports, 
copies of which are available at: https://www.majedieinvestments.com/.  
 
This document is not intended for distribution in whole or in part in or into the United States, the European Economic 
Area, Australia, Canada, Japan, the Republic of South Africa or any other jurisdiction where the distribution of this 
document could be unlawful. The distribution of this document in other jurisdictions may be restricted by law and the 
persons into whose possession this document comes should inform themselves about, and observe, any such 
restrictions.  Any failure to comply with these restrictions may constitute a violation of the securities laws or the laws of 
any such jurisdiction. 
 
Marylebone 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. Marylebone 
has no obligation to provide further information, to update the information or correct any inaccuracies identified. While 
many of the thoughts expressed in this document are presented in a factual manner, the discussion reflects only 
Marylebone’s beliefs and opinions about the financial markets in which it invests portfolio assets following its investment 
strategies, and these beliefs and opinions are subject to change at any time. Where information provided in this 
document contains “forward-looking” information including estimates, projections and subjective judgment and analysis, 
no representation is made as to the accuracy of such estimates or projections or that such projections will be realised. 
Comparison to an 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.  
 
To the fullest extent permitted by law, neither Marylebone nor the Company shall have any responsibility or liability 
whatsoever (for negligence or otherwise) for any loss howsoever arising from any use of this document or its contents 
or otherwise arising in connection with this document. Should you undertake any investment or activity based on 
information contained in this document, you do so entirely at your own risk.   
 
This document has been approved and issued by Marylebone as a financial promotion for distribution in the United 
Kingdom. Marylebone is authorised and regulated by the Financial Conduct Authority (Firm Reference Number: 596118). 
Marylebone is registered in England and Wales (Company Number: OC381480) and has its registered office at: 65 
Compton Street, London, EC1V 0BN, United Kingdom. 

https://www.majedieinvestments.com/

