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ViacomCBS, -58.61 bps  
Being exceptionally cheap hasn't provided any respite from the sell off for ViacomCBS as the 

market waits to see the benefits of the recent merger before re-rating this stock from its 

current P/E ratio of 6. Whilst the majority of analysts believe that the Company is significantly 

undervalued, there needs to be a catalyst for that value to be recognised. Thankfully there are 

several such catalysts in the next few months and there is every possibility that we will be 

writing about ViacomCBS again next month as one of our biggest gainers but during a month 

where value went unappreciated, this holding failed to garner the market’s attention and paid a 

very high price for doing so. 

Wells Fargo, - 37.42bps  

Wells Fargo fell after disappointing fourth quarter results, which were heavily impacted by a 

$1.5bn write off attributed to litigation costs. This was the second successive quarter in which 

the bank had taken such a write off, which increased the market’s negative response to the 

news. Although the underlying numbers before this exceptional item were in line, it was an 

unwelcome reminder of the difficult arena in which the banks now operate and the market will 

need to see a period without such shocks to regain confidence in this previously well regarded 

stock. The sector was put under further pressure when the US yield curve flattened further in 

the wake of the outbreak of the Coronavirus, which reduces the margin which banks make 

between borrowing short and lending longer dated amounts. 

Goodyear Tires, -53.70 bps  

This is another holding which sits deeply in the value camp but unfortunately also got caught by 

the threat of an international economic slowdown associated with the spread of the 

Coronavirus, which has hit many of our multi-national investments. As we noted in our 

investment commentary, there is quite rightly a mark down on international holdings which are 

sensitive to slower economic growth but, unless the current outbreak turns into a pandemic, 

this should be relatively short term. The markdown in the share price has been quite severe and 

the potential for a sharp bounce back is significant, but for the moment, the stock remains 

under pressure and we await a catalyst to change that outlook. For the moment, a dividend 

yield in excess of 4% makes it easier to hold this stock. 
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Despite all the negative news around vaping and the well documented risks around smoking, 

Imperial Brands continues to be a cash cow generating huge free cash flow each year as well 

as continuing to grow earnings albeit slowly. The stock trades on an exceptionally low forward 

P/E ratio of less than 7, which we believe more than discounts the risks associated with the 

holding, and as such we feel comfortable holding the stock in the Fund. The dividend yield of 

over 10% can be enhanced by the judicious writing of calls, which provides us with an 

annualised running yield for this holding which is exceptionally attractive and helps smooth 

out any negative price movements. This month, the stock benefitted from several analyst 

upgrades as well as a general pickup in sentiment. For a stock valued as lowly as Imperial 

Brands, that is all it takes for the share price to slowly appreciate. Unless there is material 

negative news flow, we expect that to continue. 

Lloyds Bank, -31.38 bps  

As a major provider of energy, engineering and construction services, Halliburton is very 

sensitive to changes in perception around global growth and the downgrading of economic 

activity associated with the Coronavirus hit the stock hard. We understand that this can 

happen but these are short term hits and in the medium term, this is a solid company with 

significant potential. The volatility of the stock also helps us as we are able to write deep out of 

the money calls yet still receive very attractive yields. At the moment we have agreed to sell 

the stock 25% above the current level yet still receive an additional 5% per annum for doing so. 

Wynn Resorts, -24.11 bps  

Brexit, the gift that keeps on giving, weighed heavily on Lloyds in January as the continued 

failure to provide a meaningful road map for Britain’s future outside of the EU weighed on the 

UK’s economic activity, which caused the CEO of Lloyds to note “continued economic 

uncertainty could further impact the outlook for the bank. This is all part of the Brexit 

rollercoaster and it is only three months since the Lloyds share price rose 10% in two weeks 

when it appeared that a no-deal Brexit was off the table. Whilst Britain has now left the EU, the 

exact nature of that departure will remain unclear for some time, which could continue to 

weigh on the Lloyds share price. 

Halliburton, -23.8 bps  

Whilst we understand that changes in fortune will affect the profitability of Wynn, the outbreak 

of Coronavirus is currently a $2.5m daily hit to the profitability of the Macau business as the 

number of tourists to the Island understandably declines. This will hit this year’s profitability 

hard but on a longer timescale, it should hopefully have very little long term impact unless the 

virus mutates significantly. The underlying business of Wynn Resorts is sound and with US 

China relations in a much better place, the long term prospects are encouraging but in the 

short term, there will be a degree of pain to go through. We have currently written the March 

$145 calls, which significantly increases the yield on this holding while we are being patient.  

Imperial Brands, +18.11bps  


