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MARKET REVIEW
U.S. stocks continued their upward momentum in the 
fourth quarter, as investors looked past rising Omicron 
case counts to close the year near all-time highs. 
The S&P 500 Index gained 11.0% in the quarter, 
culminating in a return of 28.7% for 2021. The smaller 
cap Russell 2000 Index posted a 4Q return of 2.1%, 
and posted a gain of 14.8% for the year. While large 
cap stocks and their smaller cap counterparts do not 
necessarily move in lockstep, it is worth noting that the 
~1400 basis point spread between the S&P 500 and 
Russell 2000 in 2021 is the widest divergence since 
1998.   

The S&P 500 Index has now returned 18.5% 
annualized over the past five years, boosted by a 
backdrop of easy borrowing conditions, strong money 
supply growth, and a lack of alternative investment 
options that have sent investors further out on the risk 
curve. While corporate earnings growth has been strong 
over this period, the numerator (price) has moved 
significantly higher for many stocks. The result is an 
equity market that looks expensive on almost every 
metric, as evidenced in the following table: 

 
 
 

Much of the loftiness in multiples can be attributed 
to the very strong returns in the ‘FAANGs’ and related 
growth stocks that comprise a material percentage of 
the S&P and have dominated the market environment 
for the majority of the current cycle. While traditional 
value sectors such as Financials and Industrials have 
also performed well, investors’ risk appetites have 
shown a clear preference for growth, as indicated by 

the trailing 5-year annualized return of 25.3% for the 
Russell 1000 Growth Index vs. 11.2% for the Russell 
1000 Value Index (ending 12.31.21). 

Looking ahead, the mounting evidence of elevated 
inflation metrics and speculative asset prices is pointing 
to an important inflection point for the U.S. economy. 
The Federal Reserve took a decisively hawkish tone in 
the December meeting, accelerating the taper purchase 
activity and setting the table for rate increases in 2022. 
The Fed has the unenviable task of tightening monetary 
policy in the wake of slowing economic growth. On this 
basis, pace will be key – i.e., the markets can likely 
digest a slow move higher in interest rates, while a rapid 
steepening in yields would almost certainly trigger a 
more volatile response in equities.

Cambiar is not attempting to make a market call - 
elevated valuations in and of themselves are not a 
reason to sell. That said, we believe the tightening 
in liquidity conditions may prompt a change in 
equity leadership from long-duration growth stocks to 
higher quality businesses that possess low leverage, 
demonstrable free cash flow, and stable margin profiles.

 

Source: Bloomberg. Data as of 12.31.21
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OPPORTUNITY FUND

4Q21 YTD 1 Year 3 Year 5 Year 10 Year
Since 

Inception 
– Inv

Since 
Inception 

– Inst

CAMOX 5.62% 20.86% 20.86% 23.24% 13.25% 12.78% 9.44%  -

CAMWX 5.68% 21.08% 21.08% 23.46% 13.47% 13.03%  - 8.48%

R1000V 7.77% 25.16% 25.16% 17.64% 11.16% 12.97% 7.55% 8.47%

Inception Dates: CAMOX (6.30.1998) | CAMWX (11.3.2005).  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 CAMOX: 0.94% (gross); 0.84% (net) | CAMWX: 0.75% (gross); 0.65% (net). Fee 
waivers are contractual and in effect until March 1, 2022. Absent these waivers, total return would be reduced. Absent 
these waivers, total return would be reduced. 

The Cambiar Opportunity Fund registered a positive 
gain for the fourth quarter, while unable to match the 
return of the Russell 1000 Value Index. In similar 
fashion, the portfolio’s ~21% gain in 2021 was strong 
on absolute terms but trailed the benchmark for the 
year. Cambiar has outperformed over longer timeframes, 
which we view to be a more appropriate gauge to 
measure investment efficacy. 

In aggregate, there were no material changes in overall 
portfolio exposure in the quarter. Portfolio construction 
continues to emphasize broad diversification by sector 
and industry, while the team’s company research 
remains focused on high-quality businesses that 
possess company-specific earnings/cash flow drivers 
and are therefore not overly dependent on a given macro 
backdrop. Trade activity in the quarter included two new 
purchases and five liquidations. As of quarter-end, the 
three largest sectors in the Fund were Financials (22%), 
Industrials (16%), and Technology (21%).

Cambiar initiated positions in Activision Blizzard and 
Constellation Brands in 4Q. Activision is a market 
leader in the video game industry. The company was 
a lockdown beneficiary during the pandemic, but has 
de-rated over much of 2021 due to a combination of 
declining sentiment towards the space and company 
setbacks in the form of game delays and questions 
regarding internal corporate culture. The game 
delay is a transitory issue, and Cambiar believes the 
company is taking the proper steps to improve culture 
and accountability as it relates to internal working 
conditions. Constellation Brands is a diversified beer, 

wine, and spirits manufacturer. The company has grown 
market share and possesses a strong balance sheet 
and steady margin profile. Risks to the thesis include 
shifts in consumer taste and higher operating costs, 
although Constellation should be able to offset input 
cost inflation via pricing adjustments.

The rally in the quarter was broad-based in nature, 
with every sector except for Communication Services 
posting a positive return. In a continuing trend from 
3Q, defensive sectors such as Real Estate, Consumer 
Staples, and Utilities led the advance. Cambiar’s lower 
allocation to these sectors (vs. the benchmark) weighed 
on relative performance in the quarter.

As was the case for much of 2021, Cambiar’s 
technology positions comprised the largest contribution 
to performance in the quarter. The portfolio’s 
semiconductor positions were notable bright spots for 
the portfolio, benefitting from strong demand trends 
that we believe will continue into 2022. At some point, 
supply will catch up with demand and pricing will 
soften – but we are not there yet. 

In reviewing 2021 performance, we are pleased 
with how the Fund fared in certain sectors, while 
acknowledging that execution needs to improve in 
other areas. On the plus side, our continued conviction 
in the semiconductor space was vindicated by strong 
returns for Applied Materials and Marvell. The rise in 
share price for both companies over our holding period 
has been offset by a commensurate (if not greater) rise 
in earnings, resulting in a still-attractive investment 

Diversification does not protect against market loss.  
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profile. Stock selection within Communication Services 
was an additional bright spot, as was strong stock 
performance in Financials, led by Principal Financial 
and KKR and Co.  

In the debit column, we were clearly early in our timing 
as it relates to our purchases of Penn Gaming and The 
Gap. Despite the recent slide in stock price, Penn is 
generating strong cash flow across its brick-and-mortar 
casinos, while the company’s online gaming business 
continues to gain traction (progress here is largely a 
state-by-state legislative process). The investment case 
for The Gap has gotten harder to parse, as the company 
lowered earnings due to overseas factory closures and 
higher-than-expected air freight expenses. We will see 
soon enough if the recent setbacks are more one-time in 
nature and conditions normalize in 2022. 

We also need to generate more consistent results in 
Healthcare, as a strong return in Centene Corp. was 
overshadowed by lagging results from Medtronic, Incyte, 
and Biogen. Incyte and Biogen (both sold) are two 
examples where we got the underlying science right, 
but the stock price did not respond as anticipated (at 
least over our holding period). Healthcare comprises a 
meaningful percentage of the investable universe for the 
Opportunity Fund, and we are committed to generating 
better outcomes for 2022.

LOOKING AHEAD
2021 marks the third consecutive year of very strong 
returns for U.S. equities. One growing concern is that 
investors may now be conditioned to expect such high 
returns into perpetuity – or more worrisome, basing their 
spending habits on the expectation for this ‘easy money’ 
environment to continue. Yet, with the pending removal 
of unprecedented stimulus and potentially persistent 
inflationary pressures, Cambiar anticipates a consid-
erably more challenging return environment for stocks 
in 2022. Reduced liquidity translates into tightening 
financial conditions and lower equity multiples – a very 
different backdrop from the past 24 months.

With valuations looking vulnerable for a growing 
segment of the equity market, stock selection should 
take on increased importance vs. the rising tide/buy the 
dip approach that has carried the market to all-time 
highs. Given the potential for widening return expec-
tations at a stock level, we believe the alpha oppor-
tunity remains attractive for Cambiar’s Quality, Price, 
Discipline (QPD) approach. Our team remains focused 

on wide-moat businesses that compound free cash flow, 
possess the opportunity to produce expanding returns 
on invested capital, and trade at a discount 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 loss of principal. The Fund pursues a “value style” of investing. If the 
Adviser’s assessment of market conditions, or a company’s value or prospects for meeting or exceeding earnings 
expectations is inaccurate, the Fund could suffer losses or produce poor performance relative to other funds or 
market benchmarks. In addition, “value stocks” can continue to be undervalued by the market for long periods of 
time, and may never achieve the Adviser’s expected valuation.” A company may reduce or eliminate its dividend, 
causing loses to the fund. There is no guarantee the fund will achieve its stated objective. Diversification does not 
protect against market loss. High short-term performance of the fund is unusual and investors should not expect 
such performance to be repeated.  

The Russell 1000 Index is an index of approximately 1,000 of the largest companies in the U.S. equity market. 
The Russell 1000 is a subset of the Russell 3000 Index. It represents the top companies by market capitalization. 
The Russell 1000® Value Index measures the performance of those Russell 1000® companies with lower price-
to-book ratios and lower forecasted growth values. The Russell 1000 Growth® Index measures the performance of 
the Russell 1000’s growth segment which is defined to include companies whose share prices have higher price 
to book ratios and higher expected earnings growth rates. 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. 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 12.31.21, the Cambiar Opportunity Fund had a 2.2% weighting in Activision Blizzard, 3.6% in Applied 
Materials, 0.0% in Biogen, 3.4% in Centene Corp, 2.5% in Constellation Brands, 1.9% in The Gap, 0.0% in 
Incyte, 2.3% in KKR and Co, 3.5% in Marvell, 2.0% in Medtronic, 1.9% in Penn Gaming, and 3.3% in Principal 
Financial.

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 portfolio 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. There is no guarantee that any forecasts made will come to pass.

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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