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MARKET REVIEW
U.S. equity markets staged an impressive rally in the 
fourth quarter, as October fears of a massive budget 
deficit and 8% mortgage rates gave way to a continued 
decline in inflation data and a corresponding signal 
from the Federal Reserve for interest rate cuts in 2024. 

In contrast to the narrow market leadership that had 
been in place for much of 2023, the upsurge in stocks 
(and all risk assets) was broad-based in nature. The 
S&P 500 Index gained 11.7% in the quarter, ending 
the year on a 9-week winning streak and closing the 
year just shy of a new all-time high. The price action 
in stocks was particularly explosive in small caps, 
with the Russell 2000 Index posting a 4Q return of 
14.0%. Small cap stocks were largely shunned for 
much of 2023 due to recession fears and tighter credit 
conditions; as these headwinds may be poised to abate, 
we believe the outlook for the asset class should remain 
favorable.

After hampering stock valuations during the September/
October timeframe, bond yields retreated in conjunction 
with the expectation for rate cuts – weakening the 
‘higher for longer’ narrative that permeated the markets 
for much of the year. Upon briefly reaching the 5% 
level, the 10-year Treasury yield ended 2023 at 3.87% 
- almost exactly where it started the year (but still well 
above the July 2020 low of 0.55%). With inflation 
levels drawing closer to their 2% target, the Fed is in 
position to lower rates from current restrictive levels 
to something closer to a neutral level that can perform 
double duty in the economy; i.e., high enough to 
dissuade speculative behavior and excess risk-taking, 
while not so high so as to cause financial instability. 
Whether they can successfully thread this needle 
remains to be seen.  

The end of the calendar year brings with it some 
reflection. There is a popular saying that markets 
climb a wall of worry, and this was certainly the case 
for U.S. equities in 2023. Entering the year, Cambiar 
anticipated that stocks would likely struggle to find 
direction, given uncertainties in corporate earnings, a 
high discount rate and the path of monetary policy. Our 
view for a somewhat rotational market characterized 
by multiple compression due to an elevated cost of 
capital generally held correct, with the P/E multiple 
of the equal-weighted S&P 500 compressing to 15x 
earnings at the end of October. We could not have 
anticipated the rapid failures of several major regional 
U.S. banks, nor the relatively smooth absorption by the 

financial system of their demises. Nor did we anticipate 
the significant multiple expansion of a narrow group 
of mega-cap tech stocks amidst this backdrop. We did 
anticipate that the mixed return outlook across sectors 
would be favorable for active management, which was 
largely the case. 

While increased breadth to end the year is a positive 
development for the market, there is still more work 
to be done on this front. The top 10 stocks in the 
S&P 500 Index contributed 86% of the total return 
in 2023.  The combined weight of just Apple and 
Microsoft (13.9%) is greater than the collective weight 
of four sectors (Energy, Basic Materials, Real Estate and 
Utilities). Proponents of greater stock market breadth 
may recall a quote of Roman poet Horace: 

“Many shall be restored that now are fallen and many 
shall fall that now are in honor.”  

 
Looking ahead, it would be unusual for the narrow 
market breadth that reined in 2023 to continue for a 
second full year. As investors become more sanguine 
about the economic outlook, we would expect value to 
outperform growth and market breadth should continue 
to expand. Similarly, it would be unusual for industries 
that uniquely benefited from the extremely long period 
of ultra-low interest rates to reassert market leadership. 
Improved stock market breadth and less restrictive 
monetary policy likely coincide. We see a path toward 
such an environment in 2024. 
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SMALL CAP FUND

4Q 2023 YTD 1 Year 3 Year 5 Year 10 Year
Since 

Inception 
- Inv

Since 
Inception 

- Inst

CAMSX 11.56% 11.79% 11.79% 6.18% 11.08% 4.97% 8.62% -

CAMZX 11.64% 11.94% 11.94% 6.35% 11.27% 5.16% - 10.70%

R2000V 15.26% 14.65% 14.65% 7.94% 10.00% 6.76% 7.73% 7.52%

Inception Date: CAMSX (8.31.2004) | CAMZX (10.31.2008).  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 12/31/23, expense ratios are CAMSX: 1.31% (gross); 1.10% (net) | CAMZX 1.11% (gross); 0.90% (net). Fee 
waivers are contractual and in effect until March 1, 2024.  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.

Small cap stocks broke out of their year-to-date slump 
with a strong rally to end 2023. The Cambiar Small Cap 
Fund participated in the 4Q advance, although not to 
the same extent as the benchmark. 

Bringing to mind the saying ‘time in the market vs. 
timing the market’, small caps raced from a 52-week 
low in late October to a 52-week high in mid-December. 
In contrast to large cap stocks that were within close 
proximity to prior highs at year-end, the Russell 2000 
Value Index is still ~12% below its high-water mark. 
And while small cap valuations are not at the bargain 
levels they were to start the quarter, the asset class 
continues to trade at a discount to their long-term 
median. 

Elevated financing costs can have an outsized impact 
on the profit outlook for small cap businesses (vs. large 
caps), given reduced access to the capital markets. 
Not surprising then, the potential for alleviated funding 
pressures via lower rates provided an outsized boost to 
the asset class. The price action in the quarter was a 
rising tide lifting all boats (with energy stocks the sole 
exception). That said, the rally was somewhat skewed 
to more speculative companies. The increased risk 
appetite in the market is confirmed when reviewing 
index performance on a factor basis, as beta was the 
top-performing factor in the quarter by a wide margin. 

While we believe Cambiar’s opportunistic investment 
approach provides the opportunity to outperform in 
a variety of market environments, our bias towards 

businesses with lower earnings variability and above-av-
erage internal financial/operating performance typically 
results in the strategy not keeping pace in risk-on 
environments such as 4Q. We are comfortable with the 
tradeoff of sacrificing some margin of upside partici-
pation in euphoric upswings if we are able to protect 
capital in market drawdowns.

Trade activity in the quarter consisted of incremental 
adds/trims to existing positions – there were no new 
positions added or full liquidations. The Fund received 
a modest M&A boost, as window/door manufacturer PGT 
Innovations received multiple unsolicited bids. Although 
the transaction has yet to close, the $41 offer price is 
an added bonus to what has been a strong run for the 
stock from its $18 starting point at the beginning of 
2023.

The prospect of accommodative monetary policy was 
particularly welcomed by the rate-sensitive Financial 
sector, which was negative for the year entering 4Q. 
Banks rallied sharply in the quarter, given the potential 
for lower deposit costs, higher net interest margins and 
increased real estate/refi activity. Cambiar generated 
solid returns from the portfolio’s bank holdings; yet 
these gains were offset by sluggish performance from 
lower beta insurance holdings such as RenaissanceRe 
and Axis Capital. The portfolio’s non-credit positions are 
intended to provide complementary exposures to our 
bank holdings; for example, both RenaissanceRe and 
Axis provided ballast during the regional bank turmoil 
in March. The most recent quarter notwithstanding, 

Diversification does not protect against market loss.  
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Cambiar’s intentional diversification within Financials 
has been a positive contributor to performance over a 
longer arc.

After hampering relative results in the third quarter, 
Cambiar’s underweight allocation to energy stocks was 
a value-add in 4Q, as a decline in oil prices weighed 
on the sector. The portfolio’s lower exposure to Energy 
is a function of higher conviction opportunities in other 
sectors, in addition to ongoing consideration of the 
financial durability and long-term hydrocarbon supply/
demand structure for smaller cap energy companies. 
We are encouraged by the heightened fiscal discipline 
that has been undertaken within the sector in recent 
years, although the inconsistent nature of earnings and 
cashflow remains an area of concern.

Cambiar registered strong stock selection in Real Estate 
and Materials, while aggregate performance within 
Healthcare trailed for the period. Similar to Financials, 
performance in the Real Estate sector is negatively 
correlated to the path of interest rates; thus, any relief 
on the rate front would be welcomed news by REIT 
operators.   

After being stuck in reverse for the first three quarters 
of 2023, Healthcare stocks rebounded strongly in the 
fourth quarter. Despite the sector’s acyclical tendencies 
(which should have been a benefit in 2023), Healthcare 
constituents struggled in response to higher interest 
rates (a negative impact for biotechs), and the negative 
ripple effects from a new category of weight-loss drugs. 
Cambiar’s overweight allocation to this outperforming 
sector was offset by lagging stock performance for 
the quarter (although positive on a full-year basis). 
HealthEquity and AMN Healthcare Services were two 
individual laggards in the quarter. Despite the more 
challenging return environment for Healthcare in 2023, 
we believe the combination of low valuations/low expec-
tations being assigned to many companies in the sector 
increases the odds for improved results in 2024.

There is growing comfort in the markets that the cost 
of capital has peaked. Yet the impact of higher rates 
is being felt in the corporate sector, as there were 
591 bankruptcy filings in 2023 (one of the highest 
totals since 2011). Even if the Fed lowers rates as 
expected, borrowing costs will almost certainly remain 
at elevated levels vs. the ZIRP (zero interest rate policy) 
environment that had been in place for much of the 
past 15 years. We attempt to mitigate this unknown 
variable by attaching to self-funding companies who 
are not reliant upon the capital markets to sustain their 

operations. Such companies should be in good position 
to generate strong through the cycle returns with less 
volatility.

LOOKING AHEAD
U.S. equities closed out the year on a high note, with 
stocks rallying in response to continued progress on the 
inflation front and ongoing resilience in the economy 
and labor market. While the market may have been 
reasonably priced in October, the 4Q surge results in 
valuations that are now closer to historical fair/full 
multiples at an index level. As investors showed a clear 
preference for risk-taking and chasing upside partici-
pation in the quarter, some consolidation would not be 
unexpected as we head into the New Year. 

The strength that the U.S. economy exhibited in 
the face of higher rates was certainly a surprise in 
2023. Outside of a handful of regional banks, fears 
that Fed actions would ‘break something’ has yet to 
materialize. Softening inflation data now provides 
the necessary breathing room for the Federal Reserve 
to begin lowering interest rates. A reduced cost of 
capital should be a tailwind for stocks in the aggregate 
but could create a catch up opportunity for smaller 
companies that were most negatively impacted by 
elevated refinancing rates and recession fears. On a 
style basis, growth stocks outpaced value by a wide 
margin in 2023, with the gap most pronounced in the 
large cap asset class. Yet lower bond yields and normal-
izing inflation pressures should be positive for multiple 
expansion within traditional value sectors in 2024.  

Cambiar remains humble about our ability to make 
accurate macro forecasts; we instead channel our 
efforts on identifying competitively advantaged 
businesses that meet our Quality | Price | Discipline 
philosophy. We anticipate a wide range of outcomes 
for equities in 2024, with market volatility likely to be 
amplified by the upcoming Presidential election. The 
resulting backdrop should provide sufficient oppor-
tunity for active managers to add value via a combi-
nation of thoughtful stock-picking and abstention/
selective avoidance. Cambiar remains vigilant in evalu-
ating fundamentals vs. valuation at a company level, 
while portfolio construction efforts attempt to strike 
a consistent balance between conviction and prudent 
diversification.

We wish you a happy and healthy 2024 and appreciate 
your continued confidence in Cambiar Investors.

Diversification does not protect against market 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 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 losses 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 2000® Value Index measures the performance of those Russell 2000® companies with lower 
price-to-book ratios and lower forecasted growth values. 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. 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 Nasdaq 100 is a stock market index made up of 
101 equity securities issued by 100 of the largest non-financial companies listed on the Nasdaq stock exchange.  
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 12.31.23, the Cambiar Small Cap Fund had a 2.5% weighting in AMN Healthcare Services, 2.2% in Axis 
Capital, 2.2% in HealthEquity, 2.3% in PGT Innovations, and 1.8% in RenaissanceRe.  The Small Cap Fund has a 
0.0% weighting in Apple and Microsoft.  Current and future holdings subject to risk.

Price/earnings ratio – The ratio for valuing a company that measures its current share price relative to its per-share 
earnings. 

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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