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MARKET REVIEW
International equities declined in conjunction with 
the broader sell-off in global equities during the first 
quarter. While rising inflation in the U.S. and Europe 
were a concern for investors, the more obvious cause for 
worry was Russia’s invasion of Ukraine. The resulting 
shortage in a wide range of key commodities (oil, 
natural gas, wheat, nickel, phosphate) only exacerbated 
the inflation picture. Central banks are now faced 
with the prospect of raising rates at a juncture where 
economic growth is poised to decelerate – resulting in a 
more vulnerable backdrop for global risk assets.

While equities finished in the red across almost all 
geographies, investor sentiment was particularly weak 
in Europe during the quarter, given the military conflict 
and the continent’s dependence on Russia for natural 
gas supply. The war in Ukraine, we believe, is almost 
certainly going to deliver an economic blow to the 
region; that said, the rapid and cohesive response 
from E.U. members illustrated a strength of purpose 
in a time of crisis. Europe now needs to focus on a 
plan to accelerate the decoupling of Russian energy 
dependence, although bridging that gap will be a 
difficult hurdle in the interim.

The various macro and geopolitical events in the quarter 
manifested themselves in volatile price moves at an 
individual stock level. Not unlike the first quarter of 
2020, price discovery is more challenged in periods 
of elevated stress. In Cambiar’s view, there were 
two notable phases of trading in the quarter: 1) the 
rotation out of high multiple growth stocks and related 
pandemic beneficiaries, 2) the post-Russia invasion 
phase – which accompanied a trading freeze on 
Russian equities, blowouts in commodity prices, and an 
unprecedented pricing halt for certain contracts (e.g., 
nickel) on the London Metal Exchange (LME).

As it relates to Cambiar’s investment strategies, the 
widening dispersion of returns within and across 
sectors should provide a healthy backdrop for active 
management, as alpha can be driven by both stock 
selection as well as selective avoidance of overvalued/
fundamentally unattractive areas of the market. While 
return expectations for the broader market may be 
more constrained, we believe that there are pockets 
of opportunity that offer an attractive reward-to-risk 
profile. Cambiar’s Quality/Price/Discipline approach 
is a deliberate decision to tap down on three discrete 
sources of business risk: financial leverage, margin 
variability, and market structure. A firm grasp of these 

underwriting inputs is always important but likely to 
be even more consequential to success in the current 
market environment. The focus at Cambiar remains on 
identifying resilient businesses that can deliver free 
cashflow irrespective of the current macro narrative as 
well as provide a margin of safety via a strong market 
position, pricing power, and related quality attributes.
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INTERNATIONAL SMALL CAP FUND
1Q 2022 YTD 1 Year 3 Year 5 Year Since Inception

CAMFX -14.33% -14.33% -15.02% 3.02% 5.17% 4.91%

MSCI EAFE SC -8.53% -8.53% -3.63% 8.51% 7.42% 7.72%

Inception Date 11.18.2014.  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 3/31/22, expense ratios are 1.22% (gross); 1.05% (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 180 days. Your return will be lower if a redemption fee is applied to your account.

The Cambiar International Small Cap Fund trailed the 
MSCI EAFE  Small Cap Index in the first quarter of 
2022. Value stocks as a group outperformed growth (by 
a wide margin); yet the advance was paced by a narrow 
sub-segment of higher leverage/deep value stocks (e.g., 
Energy) – not exactly Cambiar’s target opportunity set.

As is often the case in market declines, smaller cap 
stocks tend to get hit harder than their larger cap 
counterparts – and this relationship played out in the 
quarter. The weak market environment was broad-based 
in nature at a sector level, with Energy and Utilities as 
the only sectors to register a positive return. Cambiar’s 
non-participation in both of these sectors was therefore 
a detractor from relative performance in the quarter. 
Below-benchmark returns in Consumer Discretionary 
and Financials also weighed on performance.

Trade activity was elevated during the quarter and 
included seven sales and seven new purchases. There 
were no material changes to the strategy’s sector 
exposures, as the team remains focused on building a 
balanced portfolio that offers a prudent mix of offense 
(cyclicals) and defense (consumer staples, healthcare). 
On this latter point, Staples did hold up relatively 
better in the quarter, while Healthcare was a notable 
underperformer in 1Q. 

Cambiar’s challenges in the Consumer Discretionary 
sector were a function of idiosyncratic company issues 
as well as a downbeat market environment resulting 
from the Ukraine-Russia conflict. Specialty retailer 
Moonpig Group was a downside outlier in the quarter, 
as the online greeting card and gift company suffered 
a sharp pullback. Despite the recent slide in the stock 
price, Cambiar believes the longer-term opportunity 
for the company remains intact. Moonpig has a strong 

leadership position in a high barrier to entry market. 
The company’s strong brand awareness should enable 
Moonpig to benefit from increasing market share as well 
as an increase in average order value. UK based-baker 
Greggs LLC was another laggard in the quarter, with the 
stock’s weakness in the quarter largely resulting from 
news that the company’s well-regarded CEO would be 
stepping down. While we certainly acknowledge that 
incoming CEO Roisin Currie will have some big shoes 
to fill, she has been with Greggs for twelve years and 
should be able to continue to grow the company’s 
footprint. 

Other sectors where Cambiar was unable to keep pace 
with the benchmark were Financials, Technology and 
Communication Services. Financials held up relatively 
well during the quarter; Cambiar’s overweight to 
Financials was thus a positive, although neutralized by 
price weakness in asset management positions Azimut 
Holdings and Hargreaves Lansdown. Upon review, the 
decision was made to move on from Hargreaves, as the 
company continues to face increased competition and 
potential margin compression. Despite Azimut’s recent 
decline (largely due to uncertainty regarding a new fee 
structure being applied to a portion of the company’s 
asset base), Cambiar is continuing to stay the course. 
Azimut has been a good performer over our holding 
period, and the company’s strong performance record 
has translated into positive asset flows. 

Within Technology, Japanese holding Taiyo Yuden 
was liquidated after weak results during the quarter. 
Concerns are rising that the electric components 
company may face inventory issues after benefitting 
initially from supply chain challenges which increased 
orders in 2021. Given the potential for an inventory glut 

Cambiar International Small Cap Fund Commentary | 1Q 20223



and accompanying margin/earnings decline, we decided 
to liquidate our position.

Although overweight allocations to the defensive-
minded Health Care and Consumer Staples sectors 
didn’t help performance in aggregate, stock selection 
was strong in both sectors – providing a modest boost 
to performance in Q1. In Consumer Staples, sugar 
substitute purveyor Tate & Lyle made a positive impact 
after reporting strong earnings during the quarter. The 
Food & Beverage Solutions segment delivered another 
good quarter with double-digit revenue growth across all 
regions and continued high demand for new products. 

On a geographic basis, the Fund remains overweight 
to Europe and the United Kingdom, while continuing 
to maintain an underweight allocation to Japan. The 
portfolio’s country/regional positioning had a negative 
impact on performance in 1Q, as Japan outperformed 
and the UK lagged. Cambiar’s reduced exposure to 
Japan (~10% for SMINT vs. 28% for the index) remains 
a fundamentally-driven decision (vs. a tactical regional/
country call). 

LOOKING AHEAD
It is difficult to parse what Russia’s invasion of Ukraine 
will entail for the global economy; Russia has effectively 
been ‘canceled’ from the global stream of trade and 
finance. There will be a new equilibrium at some point, 
but barring a shift in Russian leadership, the free world 
will likely seek to decouple itself from this sovereign. In 
response, Russia may attempt to forge stronger ties with 
China to form a second axis of trade. While a timely 
end to the conflict may deter the above scenario from 
unfolding, it is safe to assume that market conditions 
will not fully revert. For Europe in particular, Russia’s 
actions will re-shape the E.U.’s priorities and policies 
for years to come.

Given the plethora of challenging crosscurrents for risk 
assets, it is safe to assume the path for equities will 
is likely to remain bumpy in the quarters ahead. While 
the events in Ukraine remain the primary focal point 
for international investors, the ripple effects of lower 
economic growth and rising input costs/inflation levels 
are additional considerations. Inflation expectations in 
Europe are not at levels seen in the U.S. but have been 
on the rise. Given the lower economic growth outlook 
for Europe, the ECB is likely to be more patient in its 
approach to battling inflation – vs. running the risk of 
moving too quickly and further weakening the economy. 

That said, tighter liquidity conditions in the U.S. may 
also put a ceiling on the market multiple for interna-
tional equities.

While downside protection has been a distant second 
in priority to upside participation for much of the past 
five years, defense may prove to be the best offense 
in 2022. If this is the case, Cambiar’s Quality/Price/
Discipline approach should be well-positioned for such 
an environment. Our team remains focused on quality 
businesses that possess a record of capital discipline, 
operate in stable/growing total addressable markets, 
and have pricing power in their respective verticals. 
We believe companies that possess these attributes 
should be well-equipped to navigate near-term market 
uncertainty.

We appreciate your continued confidence in Cambiar 
Investors.

Cambiar International Small Cap Fund Commentary | 1Q 20224



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. The MSCI EAFE Small 
Cap index (net) represents the 85th to 99th percentile of stocks found in the MSCI EAFE. The 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 3.31.22 the Cambiar International Small Cap Fund had a 2.3% weighting in Azimut Holdings, 2.4% in 
Gregg LLC, 0.0% in Hargreaves Lansdown, 1.6% in Moonpig Group, 0.0% in Taiyo Yuden, and 2.7% in Tate & 
Lyle.

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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