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MARKET REVIEW
International equities ended 2021 on a high note, with 
the MSCI EAFE posting a gain of 2.7% for the fourth 
quarter. In a reversal from the third quarter, Europe and 
the United Kingdom paced the advance on a regional 
basis, while the more economically-sensitive Japanese 
market lost ground in response to spiking Omicron case 
counts (Japan was early in shutting its borders to all 
foreign visitors) and the impact on the global recovery. 

Emerging Markets were also weak in the quarter, pulled 
down by China and Brazil – two of the larger sovereigns 
that comprise this asset class. Although the Cambiar 
International Equity portfolio is primarily invested in the 
developed markets, the portfolio is able to invest up to 
15% in Emerging Markets. While we did not approach 
this limit in 2021, the E.M. positions we did own (past 
tense) detracted from performance for the year.

International stocks trailed their U.S. counterparts in 
2021, a familiar trend in recent years. As of year-end, 
the S&P 500 has a trailing five-year return of 18.5% 
per annum, almost doubling the 9.5% annualized 
return for the MSCI EAFE Index. On a valuation basis, 
U.S. stocks are now trading at the upper end of most 
relevant valuation metrics, while international stocks 
offer a more reasonable risk/reward profile:

With many U.S. stocks trading at peak valuations on 
peak earnings, we believe the more attractive risk/
reward for investors is in non-U.S. stocks (Cambiar 
does manage domestic strategies as well). Given the 
fit-and-start nature of reopening activities outside the 
U.S., many international companies have yet to return 

to pre-COVID revenue and earnings levels, setting the 
stage for potentially more upside.

An additional headwind for U.S. stocks is likely to come 
in the form of tightening monetary policy. Reduced 
liquidity translates into tightening financial conditions 
and lower equity multiples – 2022 will be a very 
different backdrop for U.S. stocks relative to the past 
24 months. The Federal Reserve is not alone in their 
more hawkish pivot, as the Bank of England already 
raised rates in December from 0.1% to 0.25% in an 
effort to rein in inflation. Central banks in Europe and 
Japan are likely to be slower in enacting respective 
taper activities. Yield curves have begun to steepen 
in response, a tailwind to value stocks in general and 
banks/financials more specifically. 

 

Source: Bloomberg. Data as of 12.31.21
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INTERNATIONAL EQUITY FUND  

4Q 2021 YTD 1 Year 3 Year 5 Year 10 Year
Since 

Inception 
- Inv

Since 
Inception 

- Inst

CAMIX -0.60% 5.14% 5.14% 7.91% 4.50% 6.07% 6.87%  -

CAMYX -0.56% 5.21% 5.21% 8.01% 4.62%  -  - 5.39%

MSCI EAFE 2.69% 11.26% 11.26% 13.54% 9.55% 8.03% 5.17% 7.34%

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 12/31/21, expense ratios are CAMIX: 1.15% (gross); 1.03% (net) | CAMYX 1.02% (gross); 0.90% (net). Fee 
waivers are contractual and are in effect until March 1, 2022. 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 was unable 
to keep pace with the MSCI EAFE Index in the fourth 
quarter. The culprit for the quarter (as well as on a 
full year basis) was stock selection – as a combination 
of idiosyncratic company events and heightened 
pandemic-related restrictions weighed on sentiment 
towards a number of the portfolio’s holdings. 

While recognizing that performance is a daily mark-to-
market calculation, the end of a calendar year brings 
with it a deeper introspection into key performance 
drivers over the trailing twelve months. The exercise 
should be an unbiased accounting of rights and 
wrongs – with the goal of applying lessons learned on 
a forward context. While there were a number of bright 
spots in the Fund over the course of 2021, this is a 
performance-based business and Cambiar fell short 
of the mark in this regard. The Cambiar team remains 
committed to improving overall execution in the pursuit 
of improved results in 2022.

Looking back, we entered 2021 with a high degree 
of optimism regarding the setup for many of our 
positions in relation to a market backdrop of economies 
reopening, pent-up consumer spending, and an overall 
normalization of business activity. Our team embedded 
a diverse range of return drivers, including conventional 
cyclical businesses, unique technology companies with 
strong pricing power, and various banks and insurance 
companies. The Fund also had most exposure to the 
Asian consumer via a handful of Chinese blue chip 
positions. 

The first two quarters of the year generally unfolded as 
expected, with the Cambiar portfolio performing well. 
The third and fourth quarters reversed much of this 
progress, as the slower rollout of vaccines in Europe 
and subsequent COVID waves hampered the anticipated 
earnings recovery for a number of holdings that spanned 
consumer, travel, and even healthcare. Cambiar’s China 
allocation was an additional drag on performance during 
the year, as increased policy interventions by the Xi 
administration resulted in 3Q drawdowns for former 
holdings such as Alibaba, Sands China, and Vipshop 
Holdings. 

Where do we go from here? Our team remains guarded 
against making any reflexive decisions based on 
shorter-term price action, while actions were taken in 
cases of thesis drift or related negative development. 
In a number of situations, we determined the best 
course of action was no action. Above all, we do not 
want to chase returns into areas that do not meet our 
investment discipline. For example, Cambiar’s low 
allocation to deeper value cyclicals such as energy and 
chemical businesses was a performance headwind in 
2021. We also parted ways with top performers such as 
ASML – a phenomenal business, but fully priced.

We are largely staying the course with many of the 
Fund’s ‘reopening’ positions. With the spread of the 
most recent Omicron variant, our team discussed at 
length whether the expectation for these companies 
to return to pre-COVID business prospects was still 
intact - yet global growth expectations are becoming 
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less sensitive to each subsequent COVID wave in light 
of increased treatment options and rising vaccination 
rates. As the market mindset shifts from ‘defeat the 
virus’ to ‘living with some form of the virus’, economies 
should begin to normalize. Many of the companies we 
own used the pandemic period to streamline operations 
and take market share as competition retrenched. The 
result should be much higher embedded earnings power 
as conditions improve. 

Returning to the fourth quarter, Cambiar’s bank and 
related financial positions comprised the largest drag 
on performance, with AIA Group, Banco Santander, and 
XP Incorporated three notable underperformers. We 
continue to hold AIA, while moving on from Santander 
and XP and allocating the sales proceeds to fund a new 
position in Barclays.

AIA is a high-quality insurance operator in Asia; the 
company is led by a tenured management team and 
has a strong runway for future growth opportunities in 
the region. Sales activities were slowed by pandemic-
related travel restrictions; we believe this to be a 
transitory issue and should recover as case counts drop. 
AIA has also made significant progress incorporating 
digitalization tools in the sale origination process. 

The price declines in Banco Santander and XP (spin 
off of Itau Unibanco) were largely a function of macro 
weakness in Brazil, vs. company-specific challenges. 
The investment case for both positions hinged on the 
expectation for continued strong execution in their 
respective verticals, in conjunction with a relatively 
sanguine economic/macro backdrop. While Santander 
and XP performed well, these positive company 
fundamentals were overshadowed by a material decline 
in the Brazil economy. Excess fiscal spending in Brazil 
encouraged overconsumption, which led to more 
excess spending. As the currency pressure continued to 
build, the central bank of Brazil responded by raising 
interest rates to very high levels, inducing a recession. 
It became increasingly clear that the risk/reward for 
both positions would be more challenged – thus the 
decision to sell. The sales proceeds were re-allocated 
to Barclays, a UK-based bank. We believe the market 
underappreciates the earnings power at Barclays, given 
the company’s completed restructuring/diversification 
plan. U.K. banks should also be well-positioned into a 
rising real rate environment, and the return potential for 
Barclays is amplified by a strong capital position that 
supports the 4% dividend yield as well as the potential 
for additional share buybacks.

Having represented a strong positive contribution to 
performance in 2020, Cambiar’s Technology positions 
delivered a more uneven performance in 2021 
(including the fourth quarter). Above-benchmark gains 
in Capgemini and ASML (which was sold in 4Q on 
valuation concerns), were offset by price weakness 
in Murata Manufacturing and Worldline. Murata’s 
electronic components are key inputs to the global 
value chain for a diverse cross-section of end markets 
– including electric vehicles, 5G smartphones and 
servers/P.C.s. The recent challenge for Murata has 
been the global shortage of semiconductors and related 
materials. As supply bottlenecks improve (it is already 
happening), we anticipate a recovery in Murata’s 
revenues and earnings. 

Worldline is a French-based financial payments 
operator; the company is Europe’s largest independent/
non-bank merchant acquirer in a fragmented industry. 
Europe is essentially a fiefdom of 28 separate countries 
with different regulations and payment standards. 
Worldline has a single unified payment architecture 
that is highly scalable and works with 350+ financial 
institutions and 40 different country-level regulatory 
protocols. It is a very good business with an attractive 
long-term growth profile and very high free cashflow 
conversion metrics. The recent weakness in the stock 
was due to a pandemic-induced slowdown in travel/
tourism activity (in-store and cross border transactions 
comprise approximately two-thirds of Worldline’s 
revenues), as well as concerns that newer buy now/pay 
later (BNPL) operators would take market share from 
traditional operators such as Worldline. On the first 
issue, we anticipate transaction activity increasing as 
Omicron concerns lessen and travel trends normalize. 
Regarding the recent BNPL craze, buying goods on 
layaway is hardly a new concept – and this latest 
iteration feels extremely speculative in nature. We 
fundamentally do not agree that BNPL is “disruptive 
tech” that would obviate the current transactional stack 
in which Worldline participates. 

Gaming franchise Entain (Consumer Discretionary) 
was a bright spot for the International Equity Fund in 
2021, despite losing ground in 4Q. The impetus for the 
recent price weakness was a competitor’s decision to 
withdraw their October buyout offer of the company. As 
discussed in our 3Q commentary, the buyout would be 
complicated to complete, as Entain’s joint venture with 
MGM Resorts gave MGM the ability to weigh in on any 
business combination involving Entain. Looking ahead, 
we remain constructive on the market opportunity and 
corresponding free cashflow and earnings potential for 
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Entain. The company is closing in on the #1 market 
position for sports betting and iGaming in the U.S., and 
Entain’s retail operations in Europe/U.K. are nearing 
pre-COVID volumes. The result is an attractive reward-
to-risk profile.

The Fund continues to maintain a skew to cyclical 
and financial businesses, as we view many of these 
operators to benefit from above-trend economic 
growth rates that can translate into higher earnings 
and multiple expansion. At a sector level, Industrials 
(~23%) and Financials (~18%) comprise the 
largest allocations for the Fund, while the portfolio’s 
investments in Healthcare and Consumer Staples 
provide balance by way of their more acyclical 
characteristics.  

LOOKING AHEAD
Global equity markets remained impressively resilient 
in 2021, despite headwinds in the form of additional 
COVID waves, supply chain bottlenecks and elevated 
inflation readings. While U.S. stocks once again led the 
advance, European stocks also posted strong gains for 
the year. 

As we shift into the new year, reduced central bank 
support may be an important catalyst as it relates to 
market leadership – at both the regional and sector/
equity levels. Given their more elevated valuation 
levels and heavy technology/growth composition, U.S. 
equities may be particularly susceptible to the removal 
of monetary stimulus. In contrast, the outlook for 
international equities looks incrementally more positive, 
as valuations are reasonable and the earnings recovery 
in many U.K., European and Japanese companies are 
still under way. The ECB is unlikely to move on interest 
rates, removing a headwind that U.S. equities will 
almost certainly need to contend with in the coming 
quarters. This is not to suggest that international stocks 
will be immune from a broader asset deflation – that 
said, the higher allocation to value stocks and a lower 
starting point on a multiple basis may provide some 
support. Suffice to say that market volatility is likely 
to remain elevated in the coming year, resulting in 
widening return expectations at a stock level. Such 
a backdrop places increased importance on stock 
selection.  

We believe the necessary adjustments have been made, 
and that the Cambiar International Equity Fund is 
in good position to perform well in 2022. Our team 

remains focused on wide-moat businesses that can 
compound free cash flow, produce expanding returns on 
invested capital, and trade at a reasonable level relative 
to their forecasted revenues and earnings.

We appreciate your continued confidence in Cambiar 
Investors.
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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. High short term 
performance of the fund is unusual and investors should not expect such performance to be repeated.

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.  TThe MSCI 
indices are compiled by Morgan Stanley Capital International. Index returns do not reflect any management 
fees, transaction costs or expenses. 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. Indexes are unmanaged and one cannot invest directly in an index.  

As of 12.31.21 the Cambiar International Equity Fund had a 2.2% weighting in AIA Group, 2.6% in Barclay, 2.8% 
in Capgemini, 2.9% in Entain, 2.2% in Murata Manufacturing, and 1.4% in Worldline. The Fund had a 0.0% 
weighting in Alibaba, ASML, Banco Santander, Sands China, Vipshop Holdings, and XP Incorporated, respectively.

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. 
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