
CAMBIAR SMID FUND 
COMMENTARY 
1Q 2022



MARKET REVIEW
U.S. equities (defined as the S&P 500 Index) declined 
in conjunction with the broader sell-off in global 
risk assets, marking the first quarterly loss since the 
pandemic-induced decline of 1Q 2020. If anything, 
the -4.6% drawdown in the S&P speaks to the overall 
resilience of the equity markets, given the wall of 
worry in the quarter that included Russia’s invasion 
into Ukraine, the corresponding spike in commodity 
prices, persistently elevated inflation metrics, and a 
strong hawkish pivot in monetary policy. Small cap 
stocks did not fare as well relative to their large cap 
counterparts, with the Russell 2000 Index returning 
-7.5% in the quarter. On an investment style basis, 
value indices held up relatively well, boosted by their 
higher allocation to energy and basic materials stocks, 
which rallied in response to higher price levels for 
commodities. The upward move in bond yields was a 
headwind for growth stocks, which are more vulnerable 
to higher rates given their longer duration earnings/
cashflow profiles.

Entering 2022, the U.S. equity market was trading at 
or near its highest valuation levels since the 1990s 
tech bubble era. These elevated valuations (and 
accompanying outsized stock returns) were largely a 
function of highly stimulative monetary policy. Yet these 
policies have visibly outlived their usefulness and are 
now contributing to financial speculation and rising 
inflation. It is increasingly evident that the market 
has been overly complacent on just how much Fed 
action would be necessary over the course of 2022 and 
beyond. Policy makers have responded to the data with 
an increased focus on reining in inflation via rate hikes 
and balance sheet reductions. Cambiar believes these 
actions will lead to tighter liquidity conditions and a 
more constrained return profile for equity markets. In 
contrast to past cycles, the Fed’s tightening measures 
are not unfolding as a pre-emptive strike against 
building economic and financial excesses – that train 
has left the station. Monetary policy is now playing 
catch-up at a juncture where economic growth is poised 
to decelerate, amplifying the potential for a policy error. 

What does this mean at a stock level? 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 
avoidance of overvalued/fundamentally unattractive 
areas of the market. While return expectations for the 
broad market may be more challenged, we believe 
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 
and provide a margin of safety via a strong leadership 
position, pricing power and related quality attributes.  
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SMID FUND

1Q22 YTD 1 Year 3 Year 5 Year 10 Year
Since 

Inception 
- Inv

Since 
Inception 

- Inst

CAMMX -3.59% -3.59% 2.51% 13.70% 12.29% 12.14% 10.72% -

CAMUX -3.55% -3.55% 2.58% 13.80% 12.35% 12.18% - 10.28%

R2500V -1.50% -1.50% 7.73% 12.98% 9.19% 11.04% 10.04% 9.02%

Inception Date: CAMMX (5.31.2011) | CAMUX (11.3.2014).  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 CAMMX: 1.07% (gross); 0.93% (net) | CAMUX 0.99% (gross); 0.85% (net). Fee 
waivers are contractual and 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 SMID Fund trailed the Russell 2500 Value 
Index in the first quarter. The underperformance was 
almost exclusively a function of sector allocation, as 
positive stock selection was overshadowed by the Fund’s 
non-participation in the top-performing Energy and 
Materials sectors.

In reviewing strategy performance for the quarter, it 
is important to frame the environment – i.e., notable 
underlying drivers to market performance. Value stocks 
as a group outperformed growth (by a wide margin); yet 
the advance was paced by a fairly narrow sub-segment 
of high leverage/deep value stocks – not exactly 
Cambiar’s target opportunity set. The outperformance 
was most pronounced in commodity stocks, where the 
SMID Fund has very little representation. We recognize 
that our investment discipline may be out of lockstep 
with the market over a given period, and the first quarter 
was one such example. That said, the strategy’s track 
record suggests that Cambiar’s quality-first approach 
adds value over a longer arc.

There were no material changes to aggregate Fund 
positioning in the quarter. Trade activity consisted of 
one new purchase and three liquidations, in addition 
to select adds/trims to existing positions. The portfolio 
continues to have a strong quality bias relative to the 
benchmark, as measured by metrics such as return on 
equity (ROE) and return on invested capital (ROIC). 
The Cambiar team remains focused on companies that 
possess a demonstrated track record of profitability and 
low leverage; while these metrics were an afterthought 

for investors in the quarter, we believe they will take on 
increased importance as we move into the later stages 
of the current market cycle.

After posting strong 2021 returns in response to 
improving economic growth and related reflation 
tailwinds, commodities were further bolstered in the 
quarter by supply concerns stemming from the events 
in Ukraine. Cambiar’s lack of exposure to the Energy 
and Materials sectors has subsequently weighed on 
relative performance over the past 18 months. The 
Fund’s non-participation has largely been an output of 
our discipline, as many companies in the commodities 
stack have had a record of low margins and/or have not 
produced returns that exceed their cost of capital. While 
we have seen a more concerted focus on returns and 
free cashflow, our conviction has been higher in other 
segments of the market. Anticipating an extraordinary 
event such as the Russia-Ukraine conflict would also 
have been difficult to predict. Looking ahead, we 
acknowledge that the price deck for oil/natural gas 
may be higher for longer in light of changing global 
conditions; that said, allocating capital to energy 
companies at this juncture does not seem prudent. 
We will continue to monitor the sector for a potential 
opening in the event of a pullback, but do not want to 
engage in a chasing exercise with oil prices in the $100 
range. 

Representing approximately 25% of portfolio assets, 
Financials remains the largest allocation in the SMID 
Fund; as such, performance within this sector can 
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have an outsized impact on strategy performance. The 
sector represented a positive contribution to relative 
performance in 1Q, as Cambiar’s bank and insurance 
holdings outpaced the index. First Horizon did a lot of 
the heavy lifting, as the Memphis-based bank gained 
44% in response to a takeout offer from TD Bank. While 
M&A was fairly constrained during the pandemic period, 
consolidation activity has picked up over the past 
year as institutions seek increased scale and market 
share in new geographies. Regional banks are more 
sensitive to moves in interest rates, as they often do 
not have proprietary trading desks or sizable investment 
banking operations found in larger money center 
banks. On that basis, regionals are benefiting from 
the uptick in rates via expanding net interest margins; 
improving loan growth and expanding fee incomes are 
additional earnings drivers. One possible headwind for 
banks would be the potential for sustained inflation 
to negatively impact economic growth; on this front, 
unemployment is low and household savings remains 
high. 

Cambiar also posted strong stock selection in the Health 
Care sector, as four of the portfolio’s five holdings in 
the sector generated a positive return for the quarter 
(vs. the sector’s -9% return in the benchmark). Exelixis 
was a notable outperformer, as the biotech name 
moved higher in response to a solid earnings report. 
The company’s primary cancer drug Cabozantinib has 
an approximate 40% market share for renal cancer 
and is in the midst of seeking approval for additional 
indications and combination therapies that could 
further boost the company’s top-line growth.  

Cambiar was less effective in Consumer Discretionary 
and Industrials, as stock selection in both sectors fell 
short of the index. Burlington Stores and Penn National 
Gaming weighed on performance in Discretionary; 
upon review, we used the price weakness to add to 
both positions. Within Industrials, Builders FirstSource 
(BLDR) pulled back after almost doubling in price in 
2021. Following the merger with BMC Holdings, BLDR 
is one of the largest building products companies in the 
U.S. The weakness in the quarter was largely a function 
of rising commodity prices and the increase in mortgage 
rates – both of which could be potential headwinds for 
the residential housing market. We view these concerns 
to be overblown, as supply still trails new household 
growth. We believe BLDR has numerous unappreciated 
catalysts that should allow the company to grow 
earnings and cash flow in the coming years.

Market conditions in recent years have been highly 
conducive to strong equity returns – regardless of 
market capitalization or style. With rates moving 
higher and inflation appearing more persistent than 
anticipated, Cambiar anticipates a change in market 
leadership. Entering 2022, approximately 40% of 
companies that comprise the Russell 2500 Index did 
not have earnings. What is the impact to their business 
models when the cost of capital is repriced? Needless 
to say we believe that selectivity within the small-mid 
asset class – with a bias towards quality – is poised 
to take on increased importance as we move through 
2022. 

LOOKING AHEAD
Given the plethora of challenging crosscurrents for 
risk assets, it is safe to assume the path for equities 
is likely to remain bumpy in the quarters ahead. While 
Cambiar is not in the ‘pending recession’ camp, we 
do see a material financial ‘re-risking’ as the Federal 
Reserve shifts its policy to a more normal stance (after 
a period of clear excesses). Liquidity is a key variable 
that drives demand, and after an extended period of 
expanding liquidity, money supply growth now needs to 
contract significantly – which is likely to coincide with 
lower multiples for equities. This adjustment process 
has already started for the more expensive/speculative 
pockets of the equity markets.    

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.
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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.” In addition to the normal risks associated with 
investing, investments in small companies typically exhibit higher volatility. 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. 

The Russell 2500TM Value Index measures the performance of the small to mid-cap value segment of the U.S. 
equity universe. It includes those Russell 2500TM Index companies with lower price-to-book ratios and lower 
forecasted growth values. 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.  
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 3.31.22, the Cambiar SMID Fund had a 2.6% weighting in Builder FirstSource, 2.4% in Burlington Stores, 
2.9% in Exelixis, 2.3% in First Horizon, and 2.2% in Penn National Gaming.  The Fund had a 0.0% weighting in 
BMC Holdings and TD Bank. 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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