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Equity market dynamics in third quarter 2021 suggested to 
us that investor confidence may have begun to wane even as 
widespread vaccine distribution prompted many jurisdictions to 
adapt their approach to managing the risk of Covid-19. While 
the MSCI World Index was flattish for the three-month period, 
September’s 4.2% decline—the first down month for the index 
since January—highlighted the challenges ahead for investors.1 

After the stimulus-fueled rebound from the 2020 depths of the 
Covid-19 dislocations, the capital markets appear to have entered 
a more complicated phase, in our view, as a result of a variety 
of historical aberrations and growing imbalances. This is well 
illustrated by the coexistence of negative real interest rates and 
very low levels of risk premia like credit spreads. Under normal 
conditions, low or negative real interest rates are the result of 
some sort of macro distress, and credit spreads widen to reflect 
the perceived greater risk of default in such uncertain environ-
ments. This was clearly evident upon the outbreak of Covid-19 
in early 2020, as the nominal yield on the 10-year US Treasury 
hit modern-era lows, real rates turned negative for the first time 
since 2013, and credit spreads spiked to levels not seen since the 
global financial crisis.2 

Today, while nominal Treasury yields have since about doubled 
off their 2020 trough, they remain far closer to the record low 
than the historical average,3 repressed by unabated central bank 
stimulus; combined with markedly higher inflation readings, this 
has kept real rates well into negative territory. Credit spreads have 
retightened, approaching the levels first seen when the central 
bank stepped into the primary and secondary bond markets last 
year. 

Equity markets, meanwhile, appear priced with little room for 
error. Not only is the S&P 500 Index, in particular, trading 
at a high multiple of trailing earnings, these earnings are the 
product of a generational peak in profit margins.4 Mounting 
cost pressures—whether it’s from commodity prices or logistical 
bottlenecks or supply chain breakdowns or labor availability 

problems—suggest that these very high margins may be at risk 
even as economic growth persists. 

Despite low interest rates and low risk premia, we have a hard 
time accepting that investment risk is low at this point. We’ve 
exited this recession with a much higher stock of debt to GDP 
than we entered with or than before the global financial crisis, 
and legislation winding its way through Congress would further 
add to that. Fiscal deficits have pulled back from 2020 but 
remain very high—the Congressional Budget Office forecasts 
a federal budget deficit of more than 13% in 20215—and the 
Federal Reserve has kept the stimulus flowing even as employ-
ment conditions have improved markedly and recent inflation 
reports have come in at multi-decade highs. While Federal 
Reserve chair Powell and other board members have been consis-
tent in their contention that the current pricing pressures are 
transitory, even the world’s most powerful policymakers cannot 
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lay claim to a crystal ball. The Fed, in fact, has grown more 
hawkish in recent meetings, and there are suggestions it may 
begin to taper its monthly bond purchases before the end of 2021 
and potentially hike the federal funds rate as early as next year. 
While the impact this would have on global markets remains 
to be seen, our experience over the past decade-plus suggests 
caution is warranted. 

Geopolitical risks, meanwhile, are pronounced and can be traced 
most prominently to China. Chinese equities finished the third 
quarter down about 30% from their February peak,6 a decline 
prompted in part by concerns about increased regulation across 
both economic sectors and the day-to-day lives of the Chinese 
people. President Xi Jinping has publicly re-embraced the 
concept of “common prosperity” first put forth by Mao Zedong 
in the 1950s; he has reasserted the Chinese Communist Party’s 
primacy over, in particular, large companies and the oligarchs 
who lead them in an effort to narrow the country’s tremendous 
wealth gap. While such measures may improve China’s socioeco-
nomic balance, a sweeping realignment of the power between the 
government and business risks upsetting a private sector that has 
been key to economic and job growth, with unknown potential 
impacts on the country’s—and the world’s—economic growth. 

With a property market that accounts for 29% of China’s 
economic activity according to one study, Xi’s resolve may be 
tested by a potential turn in the country’s real estate cycle.7 We 
have long talked about the risk in China of malinvestment in real 
estate, and recent government efforts to curtail credit growth in 
the space—estimated at more than $5 trillion8—have resulted in 
liquidity issues among some of the country’s most heavily lever-
aged developers. This includes Evergrande Group, China’s largest 
issuer of junk bonds, which in recent weeks has missed interest 
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payments on two dollar-denominated issues and seen the pricing 
on its debt fall to distressed levels.9 A wave of defaults in this 
sector could have global implications.

We don’t know if these changes are fundamental or if China 
will reverse course and soften its regulatory rhetoric in order to 
forestall economic disruption, as it has sometimes done in the 
past. But China has now entered a risk category that we would 
describe as non-linear. 

Prudence Is Paramount

Given the risks we have discussed, we believe this is clearly a 
time for prudent investing. At First Eagle, our commitment 
to prudent investing resides in part in our allocation to gold 
and gold-related equities as a potential hedge for our portfolios 
against disruptive events. Gold in many ways serves as an indi-
cator of risk perception; the limited risk premia evident in equity 
and fixed income markets can also be seen in the weakness in the 
gold price this year. Despite the headwinds that gold has faced, 
we remain confident in its value as a potential hedge. In fact, we 
believe gold currently appears to be a value version of itself given 
its price relative to other investment options such as real interest 
rates, bitcoin and risk assets like growth equities. 

From the portfolio’s bottom up, we are trying to selectively 
identify pockets of long-term opportunity for resilient wealth 
creation in the face of markets priced for very high expectations. 
This may include companies that we believe could benefit from a 
fuller return to pre-Covid norms in areas like travel and hospi-
tality, energy, retail, real estate and a number of others. It may 
also include high-quality names that could benefit from secular 
changes in their industries, whether it’s cloud computing or lasers 
or trucking.

Portfolio Review

Global Fund A Shares (without sales charge*) posted a return 
of -1.93% in third quarter 2021. Japan was the sole contributor 
from a regional standpoint, while Developed Europe and 
emerging markets were notably weak. Information technology 
and financials were the top contributors among economic sectors; 
consumer staples, industrials and materials were among the 
largest detractors from performance. The Global Fund underper-
formed the MSCI World Index in the period.

Leading contributors in the First Eagle Global Fund this quarter 
included Oracle Corporation, Shimano Inc., Teradata Corpora-
tion, Sompo Holdings, Inc. and HCA Healthcare Inc.

Oracle continues to make progress reinventing itself for the 
cloud-computing environment. Impressively, it has affected this 
turnaround primarily through organic research & development 
and smaller, well-priced acquisitions rather than expensive, head-
line-grabbing mergers. Results in recent quarters have suggested 
Oracle’s subscription-based model is gaining traction, and we 
believe the company will be a strong competitor in the huge 
addressable public cloud market. With a high level of insider 
ownership and a strong balance sheet, Oracle has been a strong 
cash flow generator and has historically returned excess cash to 
shareholders in the form of dividends and share buybacks.  
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A Japanese manufacturer primarily of bicycle components, 
Shimano in the third quarter continued to benefit from 
pandemic-related demand for bicycles across the market, from 
professional to recreational. While it remains to be seen whether 
the Covid bump has legs, we’ve been impressed by the company’s 
recent efforts to adapt to the growing and likely durable popu-
larity of e-bikes.

A longstanding participant in the data warehousing space, 
Teradata has been transitioning its focus from on-premises 
database management and analytics to the rapidly growing 
cloud-computing market. The company has delivered a series 
of impressive quarterly results, and markets appear to be taking 
notice of what we see as a sticky, high-margin, high-cash-gener-
ating business.

Japanese financial holding company Sompo has been offering 
insurance policies in the country for more than 130 years. It’s 
primary business line of domestic property and casualty insur-
ance is complemented by a domestic life insurance company 
and subsidiaries offering insurance products overseas. Amid the 
backdrop of a solid but low-growth Japanese insurance market, 
Sompo in recent years has made a number of overseas invest-
ments, to mixed results. More recently, however, the company 
has been forthcoming about its ex-Japan strategy and the 
renewed discipline it intends to apply in mergers and acquisi-
tions; that combined with a relatively strong Japanese stock 
market in the third quarter helped boost a stock that in our view 
has appeared quite cheap for some time.

HCA Healthcare owns and operates 185 hospitals and approxi-
mately 2,000 sites of care in the US and UK. Admissions to its 
facilities, depressed during the worst of the Covid-19 outbreak 
in 2020, have begun to rebound. HCA reported a nearly 20% 
year-over-year increase in admissions during the second quarter 
and a 14% increase in revenue, and forecast that volume would 
continue to improve throughout the year. We maintain our posi-
tive opinion of the company’s management team, believing them 
to be effective stewards of both the balance sheet and HCA’s 
business operations.

The leading detractors in the quarter were Compagnie Financière 
Richemont SA, Alibaba Group Holding Ltd. Sponsored ADR, 
Jardine Matheson Holdings Limited, Ambev SA Sponsored 
ADR and Newmont Corporation.

Richemont, which counts Cartier and Van Cleef & Arpels 
among its maisons, has a very large exposure to the Chinese 
luxury market, which has been hurt by curbs on international 
travel. In addition, recent rhetoric from the Chinese Commu-
nist Party has suggested a renewed focus on the “common 
prosperity” of its population and raised concerns among equity 
investors about the potential impact this could have on the 
spending habits of wealthy Chinese, many of whom likely recall 
the personal uncertainty that surrounded the country’s anti-
corruption campaign launched in 2018. Though the degree to 

which China’s redistribution efforts will impact the revenues of 
luxury retailers like Richemont remains unclear, a broadening of 
economic growth could increase disposable income within the 
country’s middle- and upper-middle-class cohorts, aspirational 
buyers that typically serve as drivers of luxury sales volumes.

The Chinese stock market was down sharply in the third quarter 
as investors grew increasingly concerned about the coun-
try’s slowing economy and Beijing’s newly aggressive regula-
tory posture. Tech stocks, in particular, have suffered, and 
e-commerce giant Alibaba was no exception. Though risks may 
continue to pressure the company’s shares, we believe Alibaba is a 
strong business with an entrenched market position and attrac-
tive valuation.

Hong Kong-headquartered holding company Jardine Matheson 
Holdings controls a diversified collection of business franchises 
predominantly across Greater China and Southeast Asia. The 
company’s stock price lagged in the third quarter as renewed 
Covid-related restrictions in markets like Indonesia and Thailand 
impacted sales volumes there. Further, the debt crisis at Chinese 
property developer Evergrande may have dented investor enthu-
siasm for companies exposed to Asian real estate; in 2020, 38% 
of Jardine’s earnings were attributable to the property segment. 
Jardines has taken advantage of price weakness to buy back 
stock, and given its solid balance sheet and attractive franchises, 
we continue to believe it offers attractive value.

The global flareup of the Delta variant of Covid-19 has 
weighed on the stocks tied to socialization and entertainment, 
including Brazilian brewer Ambev. Further, inflationary pres-
sures—spawned by the commodity rally, drought and a weaker 
currency—have challenged Brazil’s nascent economic recovery 
and pushed input costs higher for many companies. Amid this 
difficult backdrop, Ambev (a subsidiary of Anheuser-Busch 
InBev) has reaped the benefits of its conservative management 
and strong balance sheet, aggressively bolstering its already-
dominant market share in many South and Central American 
markets. We believe the company is poised to benefit from favor-
able demographics and attractive consumption trends once the 
Brazilian economy gets back on track.

The largest gold miner in the world, Newmont shares lost ground 
in what was a volatile and ultimately down quarter for the price 
of gold. The Colorado-based company has continued to execute 
well in what has been a challenging environment. The company 
recently reaffirmed its full-year 2021 production guidance, but 
indicated that it was likely to come in at the mid to low point 
of the range provided as a result of disruptions from Covid-19 
as well as severe weather events. It also noted that inflation 
pressures were likely to push its costs higher in 2021. None of 
this changes our opinion of the stock, which has historically 
offered steady production anchored in good jurisdictions, a good 
pipeline of organic projects, a strong balance sheet and proven 
management.
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First Eagle Overseas Fund 

Overseas Fund A Shares (without sales charge*) posted a return 
of -2.93% in third quarter 2021. Japan was the sole contributor 
from a regional standpoint, while returns in emerging markets 
and Developed Europe were notably weak. Financials and energy 
were the top contributors among economic sectors; consumer 
staples, consumer discretionary and industrials were among the 
largest detractors from performance. The Overseas Fund under-
performed the MSCI EAFE Index in the period.

Leading contributors to the Fund’s performance this quarter 
included Sompo Holdings, Inc., Shimano Inc., Keyence Corpo-
ration, Royal Dutch Shell Plc Class A and Nutrien Ltd.

Detractors included Ambev SA Sponsored ADR, Compagnie 
Financière Richemont SA, Jardine Matheson Holdings Limited, 
Alibaba Group Holding Ltd. Sponsored ADR and Haw Par 
Corporation Limited. 

First Eagle U.S. Value Fund 

US Value Fund A Shares (without sales charge*) posted a return 
of -1.02% in third quarter 2021. Information technology and 
financials were the top contributors among economic sectors; 
industrials, energy and materials were among the largest detrac-
tors from performance. The US Value Fund underperformed the 
S&P 500 Index in the period.

Leading contributors to the Fund’s performance this quarter 
included Oracle Corporation, HCA Healthcare Inc., Teradata 
Corporation, Alphabet Inc. Class A and Salesforce.com, Inc.

Detractors included IPG Photonics Corporation, Colgate-Palmo-
live Company, Newmont Corporation, NOV Inc. and Exxon 
Mobil Corporation. 

We appreciate your confidence and thank you for your support.

Sincerely,

First Eagle Investment Management
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Average Annual Returns as of 09/30/2021 (%)

YTD 1 Year 5 Years 10 Years
Expense 

 Ratio Gross†
Expense 

 Ratio Net†

First Eagle Global | Class A | SGENX
w/o sales charge 8.11 20.00 7.81 8.47

1.11 --
w sales charge 2.71 13.99 6.71 7.92

First Eagle Overseas | Class A | SGOVX
w/o sales charge 2.46 12.79 4.96 6.12

1.15 --
w sales charge -2.68 7.17 3.89 5.58

First Eagle U.S. Value | Class A | FEVAX
w/o sales charge 13.06 25.79 9.48 9.75

1.18º 1.13
w sales charge 7.42 19.48 8.36 9.20

F-CM-MLF-QTCOMM

The performance data quoted herein represent past performance and do not guarantee future results. Market volatility can dramatically impact the Fund’s short-
term performance. Current performance may be lower or higher than figures shown. The investment return and principal value will fluctuate so that an investor’s 
shares, when redeemed, may be worth more or less than their original cost. Past performance data through the most recent month-end are available at www.feim.
com or by calling 800.334.2143. The average annual returns for Class A Shares “with sales charge” of First Eagle Global, Overseas and U.S. Value Funds gives ef-
fect to the deduction of the maximum sales charge of 5.00%.
†The annual expense ratio is based on expenses incurred by The Fund, as stated in the most recent prospectus.
For the First Eagle U.S. Value Fund, The Adviser has contractually agreed to waive its management fee at an annual rate in the amount of 0.05% of the average daily value 
of the Fund’s net assets for the period through February 28, 2022. This waiver has the effect of reducing the management fee shown in the table for the term of the waiver 
from 0.75% to 0.70%.
Risk Disclosures
All investments involve the risk of loss of principal.
There are risks associated with investing in securities of foreign countries, such as erratic market conditions, economic and political instability and fluctuations in currency 
exchange rates.
Investment in gold and gold-related investments present certain risks and returns on gold related investments have traditionally been more volatile than investments in 
broader equity or debt markets.
A principal risk of investing in value stocks is that the price of the security may not approach its anticipated value or may decline in value. “Value” investments, as a cat-
egory, or entire industries or sectors associated with such investments, may lose favor with investors as compared to those that are more “growth” oriented.
One cannot invest directly in an index. Indices do not incur management fees or other operating expenses.
The MSCI World Index is a widely followed, unmanaged group of stocks from 23 developed markets and is not available for purchase. The index provides total returns 
in U.S. dollars with net dividends reinvested. The MSCI EAFE Index is an unmanaged total return index, reported in U.S. dollars, based on share prices and reinvested net 
dividends of companies from 21 countries and is not available for purchase. Standard & Poor’s 500 Index is a widely recognized unmanaged index including a representa-
tive sample of 500 leading companies in leading sectors of the U.S. economy and is not available for purchase.  Although the Standard & Poor’s 500 Index focuses on the 
large-cap segment of the market, with approximately 80% coverage of U.S. equities, it is also considered a proxy for the total market. The Nikkei 225 is an unmanaged 
price-weighted equity index, which consists of 225 stocks in the first section of the Tokyo Stock Exchange. The German DAX Index is unmanaged and tracks the segment 
of the largest and most important companies—known as blue chips—on the German equities market. It contains the shares of the 30 largest and most liquid companies 
admitted to the FWB® Frankfurt Stock Exchange in the Prime Standard segment. The DAX® represents about 80% of the aggregated prime standard’s market cap. The 
French CAC 40 is an unmanaged market index designed to reflect the evolution of the Euronext Paris market. It is made up of the 40 highest ranking shares listed on the 
Paris market, according to criteria based on free float market capitalization and trading volume. The index is reviewed and adjusted every quarter in order to take into ac-
count changes concerning the size and the volume of the constituent companies.
The holdings mentioned herein represent the following percentage of the total assets of the First Eagle Global Fund as of September 30, 2021: Oracle Corporation 
3.30%; Shimano Inc. 9.10%; Teradata Corporation 1.14%; Sompo Holdings, Inc. 0.83%; HCA Healthcare Inc. 0.81%; Compagnie Financière Richemont SA 1.20%; 
Alibaba Group Holding Ltd. Sponsored ADR 0.36%; Jardine Matheson Holdings Limited 0.76%; Ambev SA Sponsored ADR 0.59%; Newmont Corporation 0.91%.First 
Eagle Overseas Fund: Sompo Holdings, Inc. 1.78%; Shimano Inc. 1.39%; Keyence Corporation 0.91%; Royal Dutch Shell Plc Class A 1.27%; Nutrien Ltd. 2.15%; Ambev SA 
Sponsored ADR 1.23%; Compagnie Financière Richemont SA 1.81%; Jardine Matheson Holdings Limited 1.41%; Alibaba Group Holding Ltd. Sponsored ADR 0.55%; Haw 
Par Corporation Limited 1.13%. First Eagle U.S. Value Fund: Oracle Corporation 5.10%; HCA Healthcare Inc. 1.90%; Teradata Corporation 2.11%; Alphabet Inc. Class A 
1.55%; Salesforce.com, Inc. 1.27%; IPG Photonics Corporation 0.86%; Colgate-Palmolive Company 2.88%; Newmont Corporation 1.13%; NOV Inc. 1.04%; Exxon Mobil 
Corporation 3.08%.
This commentary represents the opinion of the First Eagle Global Value Team portfolio managers as of September 30, 2021 and is subject to change based on market and 
other conditions. The opinions expressed are not necessarily those of the entire firm. These materials are provided for informational purposes only. These opinions are not 
intended to be a forecast of future events, a guarantee of future results, or investment advice. Any statistics contained herein have been obtained from sources believed to 
be reliable, but the accuracy of this information cannot be guaranteed.
The Fund’s portfolio is actively managed and holdings can change at any time. Current and future portfolio holdings are subject to risk.
The Fund may invest in gold and precious metals through investment in a wholly-owned subsidiary of the Fund organized under the laws of the Cayman Islands (the 
“Subsidiary”). Gold Bullion and commodities include the Fund’s investment in the Subsidiary.
The opinions expressed are not necessarily those of the firm. These materials are provided for informational purposes only. These opinions are not intended to be a fore-
cast of future events, a guarantee of future results, or investment advice. Any statistics contained herein have been obtained from sources believed to be reliable, but the 
accuracy of this information cannot be guaranteed. The views expressed herein may change at any time subsequent to the date of issue hereof. The information provided 
is not to be construed as a recommendation to buy, hold or sell or the solicitation or an offer to buy or sell any fund or security. 
Third-party marks are the property of their respective owners.
FEF Distributors, LLC (“FEFD”) distributes First Eagle products; it does not provide services to investors. As such, when FEFD presents a strategy or product to an investor, 
FEFD does not determine whether the investment is in the best interests of, or is suitable for, the investor. Investors should exercise their own judgment and/or consult 
with a financial professional prior to investing in any First Eagle strategy or product.
Investors should consider investment objectives, risks, charges and expenses carefully before investing. The prospectus and summary prospectus contain this and 
other information about the Funds and may be obtained by ordering online or calling us at 800.747.2008. Please read our prospectus carefully before investing.  
Investments are not FDIC insured or bank guaranteed and may lose value.


