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PLUNGING SHARE PRICES AND SOARING ‘KNOWN UNKNOWNS’  
 
 

There are two common fund management responses to an unexpected negative external event. The 

first is to dash for 20% liquidity (or some other proportion), and the second is to take no action. While 

some might say this latter is the “rabbit in the headlights” response, it is just as much an admission 

that better decision making is possible once more of the germane facts are known and that the cone 

of uncertainty has narrowed appreciably. At the time of writing the response of Hosking Partners lies 

firmly in the inaction camp. We are not rabbits but are taking an alternative view of assessing 

probabilities implied by market prices and are evaluating where to bet with the market and where to 

bet against it.  

Moreover, the dash for cash at times of market turmoil is not a strategy, historically at least, that has 

played out well. Investors inevitably get caught out by recovery and end up buying in at higher levels. 

Not two hours after this note was penned, US President Donald Trump announced he was pausing 

reciprocal tariffs for most countries for 90 days, sending markets temporarily soaring again. 

Inaction is not a statement by us that tariffs are bullish. Partly the tariffs are ideological (the 10% 

blanket import tariff for example): but partly they are opportunistic (“escalate to de-escalate” as Scott 

Bessent has memorably described it). If the opportunistic side of Trump’s great gamble was to pay 

off, and market access improved dramatically in consequence, this would be a clear positive for free 

trade and the world economy. Although prices have fallen sharply this is not a topic (i.e., for or 

against tariffs) that justifies a bet. There are more fertile areas than that. 

For several years we have advocated that stock markets were imbalanced and that the collective 

investor focus on stock picking, growth companies, momentum, US index weight, concentrated 

holdings, and passive indexation had all run to unsustainable levels. Tariff-gate greatly increases 

our confidence in that unpopular viewpoint. To the extent that the new US government is upending 

the economic orthodoxies of the last 50 years, it would be surprising if stock market trends were not 

equally disturbed relative to the staggering persistency of the last 20 years. Further, to the extent 

that the new environment focuses disproportionally relative to history on traded goods, the biggest 

disruption will be in manufacturers rather than natural resources or cheaply manufactured goods, 

and especially so if they are made in China. The high technology industry seems acutely vulnerable 

in this regard. Declining returns on assets are long overdue in this sector, from profit margins effected 

by the supply chain, to say nothing of the US$320bn current year investment in AI-related activities! 
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Shorter term, the extraordinary correlation in share price declines is also counter intuitive. The new 

regime, whatever it turns out to be will surely have its own dispersion of relative out and under 

performers. No doubt this covariance phenomenon has many causes such as programme trades 

and short-termism, as well as the aforesaid dash for cash. It is likely to be unsustainable, however. 

A value bias, such as the one embedded in our clients’ portfolios, incorporates a substantial cyclical 

bias. The kneejerk response to tariff-gate is to sell down cyclical businesses. No doubt this is 

appropriate in some instances. However, after a couple of decades of underperformance and 

consequential valuation compression, many cyclical firms sell at recession valuations. Thus, even if 

the chances of recession are now 60%, we are not necessarily minded to sell these businesses. If 

they can endure hardship without equity dilution, as we believe, then long-term intrinsic value per 

share is unaffected and share price weakness effectively temporary. In many cases they can create 

substantial equity upside by slashing capital expenditures. Airlines, we are looking at you! 

Of course, portfolio construction is not just about stock picking, despite fashionable views to the 

contrary. Our confidence in the US underweight is increased, as is our confidence that non-index 

countries like Sri Lanka offer favourable risk: return characteristics. However, it is our largest “big” 

country weight, Japan, that seems likely to garner more attention from global investors. The 

investment case here is that managements continue to take steps to boost corporate returns, in 

terms of return on assets and return on equity, with their ability to do so entirely unaffected by macro-

economics in Japan, let alone by the increased uncertainty in America. Valuations, on an enterprise 

value basis, are at rock bottom levels. Remember too, investors believe that a materially higher yen 

exchange rate is high on the US president’s wish list! 

Duration is the last factor in our stance of inactivity. The events of the last 10 days may indeed have 

been traumatic, but it is not clear that they say much about stock market conditions over the long 

term, let alone in 2035, which is the appropriate terminal date for clients with a ten-year investment 

timeframe. For ten years at least our long-term lodestar has been to build in ever increasing levels 

of contrarianism. In our opinions, the probability of ultimate success is greatly increased by the 

tumultuous beginning of the Trump presidency. 

JEREMY HOSKING 
April 2025 
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CONTACT DETAILS 
 
Hosking Partners 

11 Charles II Street  

London SW1Y 4QU 

Tel: +44 (0)20 7004 7850 

info@hoskingpartners.com 

 

LEGAL & REGULATORY NOTICE 
 

Hosking Partners LLP (“Hosking”) is authorised and regulated by the Financial Conduct Authority and is also registered as an Investment Adviser with the 
Securities and Exchange Commission. Hosking Partners LLP (ARBN 613 188 471) is a limited liability partnership formed in the United Kingdom and the 
liability of its members is limited.  Hosking is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 
(Commonwealth of Australia) (“Corporations Act”) in respect of the financial services it provides to Wholesale Clients in Australia. Hosking accordingly does 
not hold an Australian financial services licence.  Hosking is authorised under United Kingdom laws, which differ from Australian laws.   

The information contained in this document is strictly confidential and is intended only for use by the person to whom Hosking 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 Hosking. 

The investment products and services of Hosking Partners LLP are only available to persons who are “Professional Clients” for the purpose of the Financial 
Conduct Authority’s rules and, in relation to Australia, who are also “wholesale clients” as defined in the Corporations Act of Australia (“Wholesale Clients”) 
and  this document is intended for Professional Clients and, where applicable, Wholesale Clients only.  

This document is for general information purposes only and does not constitute an offer to buy or sell shares in any pooled funds managed or advised by 
Hosking. Investment in a Hosking pooled fund is subject to the terms of the offering documents of the relevant fund and distribution of fund offering documents 
restricted to persons who are “Professional Clients” for the purpose of the Financial Conduct Authority’s rules and, for US investors, “Qualified Purchasers” 
or, for Australian investors, Wholesale Clients and whom Hosking have selected to receive such offering documents after completion of due diligence 
verification. 

This document is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary 
to local law or regulation. Distribution in the United States, or for the account of a "US persons", is restricted to persons who are "accredited investors", as 
defined in the Securities Act 1933, as amended, and "qualified purchasers", as defined in the Investment Company Act 1940, as amended. 

“Hosking Partners” is the registered trademark of Hosking Partners LLP in the UK and on the Supplemental Register in the U.S. 

Opinions expressed are current as of the date appearing in this document only. This document is produced for information purposes only and does not 
constitute advice, a recommendation, an offer or a solicitation to purchase or sell any securities (including shares or units of any pooled fund managed or 
advised by Hosking) or any other financial instrument or to invest with Hosking or appoint Hosking to provide any financial services, nor shall it form the basis 
of or be relied upon in connection with any contract or commitment whatsoever. In addition, this document does not constitute legal, regulatory, tax, accounting, 
investment or other advice. 

Opinions included in this material constitute the judgment of the author at the time specified and may be subject to change without notice. Hosking is not 
obliged to update or alter the information or opinions contained within this material. Hosking 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. 
While many of the thoughts expressed in this document are presented in a factual manner, the discussion reflects only the author’s beliefs and opinions about 
the financial markets in which it invests portfolio assets following its investment strategy, and these beliefs and opinions are subject to change at any time. 

Any issuers or securities noted in this document are provided as illustrations or examples only for the limited purpose of analysing general market or economic 
conditions and may not form the basis for an investment decision nor are they intended as investment advice. Such examples will not necessarily be sold, 
purchased or recommended for portfolios managed by Hosking. Nor do they represent all of the investments sold, purchased or recommended for portfolios 
managed by Hosking within the last twelve months; a complete list of such investments is available on request. Partners, officers, employees or clients of 
Hosking may have positions in the securities or investments mentioned in this document. 

Certain information contained in this material may constitute forward-looking statements, which can be identified by the use of forward-looking terminology 
such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “projections,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or 
other variations thereon or comparable terminology. Such statements are not guarantees of future performance or activities. Due to various risks and 
uncertainties, actual events or results or the actual performance may differ materially from those reflected or contemplated in such forward-looking statements. 

Please note that different types of investments, if contained within this material, involve varying degrees of risk and there can be no assurance that any 
specific investment may either be suitable, appropriate or profitable for a client or prospective client’s investment portfolio. 

This document may include statistical data and other information received or derived from third party sources, and Hosking makes no representation or 
warranty as to the accuracy of that third party data or information. 
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