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MARKET REVIEW
International equities continued their downward trend 
in the third quarter, with equity averages plumbing to 
new lows on a year-to-date basis. While U.S. markets 
also finished lower for the quarter, the selling pressure 
was more acute in the international markets, with 
the MSCI EAFE Index and Emerging Markets Index 
posting returns of -9.4% and -11.6%, respectively, vs. 
a 3Q return of -4.9% for the S&P 500 Index. Investor 
skittishness remains largely centered on heightened 
geopolitical tensions and the corresponding rise in 
price levels for goods and energy in Europe, only to 
be amplified by the potential for a policy misstep by 
central banks in their efforts to reverse years of ultra-
accommodative monetary policy.

Exacerbating the pain for investors in 2022 is the lack 
of protection that typically comes with diversification. 
As impactful as the drawdown in equities has been this 
year, traditional safe haven assets such as fixed income 
have failed to provide a downside buffer:  

Asset Class Proxy 3Q22 
Return

YTD 
Return

U.S. Large Cap S&P 500 -4.9% -23.9%

U.S. Small Cap Russell 2000 -2.2% -25.1%

Int’l Stocks MSCI EAFE -9.4% -27.1%

Investment 
Grade Bonds

U.S. Aggregate 
Bond -4.2% -13.5%

Long-Term 
Treasuries

20+ Year Treasury 
ETF (TLT) -10.1% -28.1%

“Borrowers learn that credit is like oxygen.  
When either is abundant, its presence goes 

unnoticed.  When either is missing, that’s all that 
is noticed.”  

– Warren Buffet

As the above quote highlights, credit and liquidity are 
the essential lubricants to the global economy – and 
liquidity starts with the central banks. After years of 
extremely loose conditions, global liquidity has begun to 
tighten. Thus far in 2022, more than 85 central banks 
around the world have raised rates as part of their battle 
against inflation. In its most simplistic terms, inflation 
is a function of supply and demand; when the latter 
exceeds the former, the result is higher prices. While 
central banks cannot control the supply of good and 
services, they can influence the demand side of the 

equation via higher rates. Within the U.S. the Federal 
Reserve has made it clear that they will not slow the 
pace of rate hikes until they see convincing evidence 
that core inflation pressure is easing on a sequential 
basis – and pain to the economy is an acceptable 
casualty in accomplishing this objective. 

Measures of volatility for fixed income and currencies 
have reached unusually high levels – with the collapse 
in the pound and UK gilts the most recent example. 
Given this backdrop, it would not be surprising to see 
a peak in “hawkishness” in the fourth quarter. A more 
predictable and less reactionary Fed would certainly 
help the financial climate; that said, the impacts of 
a durably higher cost of capital for a global economy 
that had become very used to low rates should not be 
under-appreciated. Outside the U.S., realism has been 
in short supply, as China persists in its COVID-Zero 
policies, while Russia continues in a war of annihilation 
in Ukraine that it did not plan for and does not appear 
able to win. Europe’s misguided reliance on Russian gas 
and intermittent renewable energy sources has resulted 
in a deficient supply situation for the continent.  We 
expect this trio of policies, supply deficits, and wars will 
exhaust themselves in some way, but not on a timetable 
that anyone could or should rely on. A contrarian view 
would point to a basis for optimism, given the abjectly 
pessimistic set of investor sentiment indicators, surveys, 
and positioning measurements.

While we continue to monitor the current macro 
backdrop, it is more in the context of potentially 
material impacts to our company-specific investment 
cases. Cambiar’s primary focus remains on identifying 
durable companies that possess real-time free cashflow 
and pricing power; persistent margins should also 
evidence the ability to pass off higher input costs. 
Given the likelihood of continued volatility, we want to 
remain opportunistic in taking advantage of outsized 
dislocations between valuations and normalized 
earnings. On this note, the wider range of outcomes due 
to uncertainty on the macro front should benefit those 
who can successfully differentiate between shorter-term 
noise and longer-term value.

Diversification does not ensure a profit or guarantee against a loss.
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INTERNATIONAL EQUITY FUND  

3Q 2022 YTD 1 Year 3 Year 5 Year 10 Year
Since 

Inception 
- Inv

Since 
Inception 

- Inst

CAMIX -10.75% -29.45% -29.88% -7.28% -5.54% 1.43% 5.19% -

CAMYX -10.74% -29.39% -29.79% -7.17% -5.43% 1.57% - 1.32%

MSCI EAFE -9.36% -27.09% -25.13% -1.83% -0.84% 3.67% 3.70% 3.39%

Inception Date: CAMIX (8.31.1997) | CAMYX (11.30.2012).  All returns greater than one year are annualized. The 
performance quoted represents past performance and is no guarantee of future results. The investment return and 
principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less 
than the original cost, and current performance may be lower or higher than the performance quoted. For performance 
data current to the most recent month-end, please call 1-866-777-8227.  

As of 9/30/22, expense ratios are CAMIX: 1.12% (gross); 0.98% (net) | CAMYX 1.04% (gross); 0.90% (net). Fee waivers 
are contractual and are in effect until March 1, 2023. Absent these waivers, total return would be reduced. The Fund 
imposes a redemption fee of 2.00% on shares held less than 90 days. Your return will be lower if a redemption fee is 
applied to your account.

The Cambiar International Equity Fund trailed the MSCI 
EAFE Index by a small margin in the third quarter. 
Heightened inflation levels and increasing expectations 
for a global recession weighed on risk assets. In Europe, 
reverberations from the Russia-Ukraine conflict continue 
to be a destabilizing force, while ongoing zero-COVID 
policy lockdowns in China remain a headwind on both 
the supply chain front as well as for companies relying 
on this key end market to meet their sales projections.

We believe the year-to-date decline across the global 
equity and fixed income markets is in response to 
the definitive end of the low sovereign interest rate 
environment that has been in place since 2008. As 
the world exits this extended period of low rates/low 
inflation, the resulting increase in capital costs and risk 
premiums is creating financial instability and stress 
across all asset classes. While this was going to be a 
painful adjustment, questionable course correction 
moves by central banks are adding to the pain.    

Bear market playbook – What type of investments 
perform well in a bear market? Cambiar believes 
that companies with the following attributes are best 
prepared to navigate the current environment: strong 
brand recognition, loyal customer base, modest 
leverage ratios, low dependence on external debt 
financing, high pricing power, and modest valuations 
(and therefore modest implied growth expectations). 
Portfolio strategy in a bear market is largely a function 
of weighing relative-opportunity situations and being 
mindful of when outright giveaways are taking place. 

The Cambiar team remains focused on being proactive 
as opportunities present themselves and using elevated 
market volatility to our advantage.

Trade activity was modest in the quarter, consisting 
of two new purchases and two liquidations. Within 
Healthcare, Cambiar sold Fresenius and purchased 
Novartis, while Amadeus Group was sold in favor of 
Tokyo Electron (Technology). There were no material 
changes at the aggregate sector level, as Financials, 
Industrials and Healthcare represented the three largest 
allocations in the International Equity portfolio as of 
quarter-end. On a geography/regional basis, Europe and 
U.K. comprise ~72% of portfolio capital. The portfolio’s 
skew to Europe should not be construed as an overly 
constructive view of the region, as EU-domiciled 
holdings such as Airbus, Adidas and LVMH have global 
revenue footprints. 

In a continuing trend, Consumer Staples was a relative 
outperformer in the quarter. The International portfolio 
generated positive stock performance via positions in 
Pernod Ricard and Diageo – both of which outperformed 
in 3Q. Given uncertain market conditions, investors 
value the acyclical demand profile that historically 
accompany food, beverage, and related staples 
businesses. That said, Cambiar believes selectivity 
within the sector remains key – as many operators have 
limited pricing power and growth prospects. 

Although relative on an absolute basis, Cambiar also 
garnered positive contributions from holdings in the 
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Utilities and Healthcare sectors. Utilities has been a 
bright spot for the portfolio in 2022 – the team’s focus 
remains on businesses with high gearing to renewables, 
which should be part of the longer-term energy solution 
in Europe/UK. Within Healthcare, we believe the 
aforementioned sale of Fresenius and purchase of 
Novartis provides better overall balance in the sector. 
Given its more diversified product and revenue base, 
Novartis should also provide incrementally stronger 
downside protection.

Stock performance within the Industrials trailed during 
the quarter, thereby detracting from performance 
for the period. Intertek and Deutsche Post were two 
individual underperformers in 3Q, although it is 
worth noting that Deutsche Post provided a positive 
earnings pre-announcement in early October. Cambiar’s 
overweight allocation to Industrials is very much a 
summary of company-by-company considerations. 
Yet in addition to company-specific return drivers, we 
believe the sector also stands to benefit from structural 
tailwinds that include the substitution of capital for 
labor, de-carbonization, onshoring trends and deferred 
capital investment. The trade-off in 2022 has been 
cyclical risk in the near term vs. longer-term secular 
tailwinds for these productivity-enhancing businesses. 

Cambiar’s holdings in the Consumer Discretionary 
sector represented an additional performance headwind, 
with Sony and Adidas two notable laggards for the 
period. Sony is contending with softer gaming revenues 
as economies have reopened. Yet the company is 
seeing higher revenues in music/pictures (TV/movies) 
and electronics, and trades at a very reasonable 
multiple on a sum-of-the-parts basis. As it relates 
to Adidas, the global sportswear market has clearly 
been a challenging vertical in 2022. Adidas has 
been hampered by lower sales in China, supply chain 
constraints and the potential for excess inventory (which 
would require discounting and lower gross margins). 
While disappointed by the recent price weakness, we 
view many of these concerns to be reflected (perhaps 
excessively so) in the stock price – as Adidas is now 
trading at a 7-year low on a valuation basis. Given 
the company’s strong balance sheet, track record of 
free cashflow and market leadership position (2nd 
behind Nike) in a fairly consolidated industry, we 
remain constructive on the company’s potential over an 
intermediate-term timeframe.

In aggregate, value stocks have managed to hold up 
relatively better in the current market environment, as 
higher earnings/free cashflow visibility, more reasonable 

valuations and capital return policies have enabled the 
asset class to better contend with an increased cost of 
capital. The Cambiar team continues to operate with a 
more conservative mindset as it relates to attachment 
points and valuation support. We remain biased towards 
proven business models that have strong balance 
sheets, pricing power and persistent margin profiles. 
Such companies should not only be able to manage 
through the current climate, but emerge in an even 
stronger competitive position as conditions normalize. 

LOOKING AHEAD
As we enter the fourth quarter, market conditions in 
2022 have been unprecedented on a number of levels, 
and not in a good way. Entering the year, Cambiar 
had fairly muted expectations for the broader equity 
averages, given elevated valuations, a building inflation 
problem and the need for more normal monetary policy. 
As many economies outside the U.S. had still not fully 
reopened, we believed that a positive global economic 
backdrop was possible. This more optimistic view was 
quickly dashed with the Ukraine-Russian crisis and 
has become even more challenged due to aggressive 
central bank actions. In an effort to regain credibility, 
policymakers have announced a series of rate increases 
to combat accelerating inflation expectations. The 
magnitude and speed of their approach after such a 
long period of low rates is almost certain to dampen 
economic growth expectations while increasing stress 
across asset classes.

Darkest before dawn? We are hesitant to make such 
a call; yet while uncomfortable in the moment, an 
alternative positive view is worth considering. Valuations 
at the individual stock level are more reasonable than 
they have been for some time, resulting in an attractive 
risk/reward profile for investors with a multi-year time 
horizon. Outside of equities, ‘income’ is finally returning 
to fixed income.  

As opposed to being overly beholden to current macro 
considerations, the Cambiar team remains more focused 
on identifying resilient businesses that can ideally 
perform double-duty in the International Equity portfolio 
– i.e., generate earnings and free cashflow in line with 
our expectations, while also providing a margin of safety 
via a strong market position, pricing power, and related 
quality attributes. Bear markets are ugly affairs, yet 
they present a market environment whereby security 
selection and thoughtful active management can add 

Diversification does not ensure a profit or guarantee against a loss.
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IMPORTANT INFORMATION
To determine if a Fund is an appropriate investment for you, carefully consider the Fund’s investment objectives, risk 
factors, charges and expenses before investing. This and other information can be found in the Fund’s summary or full 
prospectus, which may be obtained by calling 1-866-777-7227 or by visiting our website at www.cambiar.com. Please 
read the prospectus carefully before investing.

Risk Disclosures

Mutual fund investing involves risk, including the possible loss of principal.  In addition to the normal risks 
associated with investing, international investments may involve risk of capital loss from unfavorable fluctuation 
in currency values, from differences in generally accepted accounting principles or from economic or political 
instability in other nations. Emerging markets involve heightened risks related to the same factors as well as 
increased volatility and lower trading volume. In addition to the normal risks associated with investing, investments 
in smaller companies typically exhibit higher volatility.  The funds may invest in derivatives, which are often more 
volatile than other investments and may magnify the Fund’s gains or losses. A company may reduce or eliminate its 
dividend, causing loses to the fund. Diversification may not protect against market risk. 

The MSCI EAFE® Index (net) (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that 
is designed to measure developed market equity performance, excluding the U.S. & Canada. The MSCI indices are 
compiled by Morgan Stanley Capital International. Index returns do not reflect any management fees, transaction 
costs or expenses. The Russell 2000® Index is a float-adjusted, market capitalization weighted index that measures 
the performance of the 2,000 smallest companies in the Russell 3000® Index, which consists of 3,000 of the 
largest U.S. equities. Index returns do not reflect any management fees, transaction costs or expenses. Indexes 
are unmanaged and one cannot invest directly in an index. The S&P 500 Index consists of 500 stocks chosen for 
market size, liquidity, and industry group representation. It is a market-value weighted index, with each stock’s 
weight in the Index proportionate to its market value. The U.S. Aggregate Bond Index is s a broad base, market 
capitalization-weighted bond market index representing intermediate term investment grade bonds traded in the 
United States.  Index returns do not reflect any management fees, transaction costs or expenses. Indexes are 
unmanaged and one cannot invest directly in an index.   

As of 9.30.22 the Cambiar International Equity Fund had 1.9% weighting in Adidas, 2.4% in Airbus, 0.0% in 
Amadeus Group, 2.0% in Deutsche Post, 2.8% in Diageo, 0.0% in Fresenius, 2.2% in Intertek, 2.5% in LVMH, 
2.7% in Novartis, 3.0% in Pernod Ricard, 2.2% in Sony, and 2.3% in Tokyo Electron. Holdings subject to change. 
Current and future holdings subject to risk.

For characteristics and risk definitions, please visit www.cambiar.com/definitions.

This material represents the Fund manager’s opinion and is an assessment of the market environment at a 
specific point in time and is not intended to be a forecast of future events, or a guarantee of future results. This 
information should not be relied upon by the reader as research or investment advice or a specific recommendation 
of securities.

Cambiar Funds are distributed by SEI Investments Distribution Co. (SIDCO), which is not affiliated with Cambiar 
Investors LLC or its affiliates. 

value in the moment, while also setting the stage to 
participate in an eventual recovery.

We appreciate your continued confidence in Cambiar 
Investors.
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