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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 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, and 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 EQUITY
CONTRIBUTORS

Top Five Avg. Weights Contribution

BAE Systems 2.52 0.64

Liberty Media - Formula One 1.62 0.42

London Stock Exchange 2.35 0.27

Zurich Insurance Group 2.33 0.29

DBS Group Holdings 2.57 0.20

DETRACTORS

Bottom Five Avg. Weights Contribution

Covestro 1.92 -0.44

SAP 2.96 -0.67

Merck 2.50 -0.50

Deutsche Post 2.37 -0.62

Carlsberg 1.96 -0.83

A complete description of Cambiar’s performance calculation methodology, including a complete list of each security that contributed to the performance 
of the Cambiar portfolio mentioned above is available upon request. Please contact Cambiar at 1.888.673.9950 for additional information. Past 
performance is no guarantee of future results.

 

1Q 2022 YTD 1 Year 3 Year 5 Year 10 Year Since Inception

Int’l Equity (gross) -5.8% -5.8% -4.2% 4.1% 3.7% 5.3% 8.2%

Int’l Equity (net) -6.0% -6.0% -5.1% 3.1% 2.8% 4.4% 6.8%

MSCI EAFE -5.9% -5.9% 1.2% 7.8% 6.7% 6.3% 5.0%

International Equity Composite Inception Date: 10.31.1997 / See Disclosure – Performance

The Cambiar International Equity strategy trailed the 
MSCI EAFE Index slightly for the quarter. Cambiar 
generated positive stock selection across multiple 
sectors in 1Q; however, it was what we didn’t own 
(Energy and Basic Materials) that hampered relative 
performance for the period.

The selling pressure was broad-based in the quarter, 
with 9 of 11 economic sectors posting negative returns. 
Energy and Materials were the two exceptions, with both 
sectors moving higher in response to tightening supply/
demand conditions as a result of the sanctions against 
Russia. Across the remaining sectors, defensives held 
up better than cyclicals, illustrating the risk-off bias in 
the quarter.

As opposed to being overly reactive to the headlines, the 
Cambiar team continues to maintain a longer-term view 
in discussing the environment and potential impact to 
our companies. For example, many E.U. banks sold off 
early in the early part of the quarter on fears of asset 
write-downs from exposure to Russia. Yet most banks 
had recovered (perhaps not in full) by the end of the 
quarter. As investors took a ‘sell first/ask questions 
later’ approach to many businesses that happened to be 
based in Europe, Cambiar used the heightened volatility 
to attach to a select number of high-quality companies 

that had been in our pipeline. Examples included 
Covestro, Adidas, LVMH, and Diageo. These companies 
have global footprints and are therefore less dependent 
on the E.U. region as their primary source of revenue. 

At a sector level, Cambiar’s holdings within Industrials 
comprised the top contribution to performance in the 
quarter. Recognizing the sector’s positive correlation to 
GDP growth, our intent is to invest in a wide range of 
businesses with varying products/services and low(er) 
demand elasticity. Aerospace/defense contractor BAE 
Systems and airport operator Aena were two standout 
performers in the quarter. The catalyst behind the 
re-rating in BAE is fairly obvious – Russia’s actions have 
many countries re-evaluating their defense budgets. 
Aena has been in a trading range over the past year 
as the market awaits the anticipated increase in travel 
volumes. Although the recent rise in jet fuel prices 
may result in a low level of demand destruction, travel 
activity (and Aena’s earnings power) is expected to 
continue to recover toward pre-COVID levels in the 
coming quarters. The strength in BAE and Aena helped 
overcome weakness in global freight/logistics provider 
Deutsche Post. As Russia covers ~1/3 of world airspace, 
Deutsche Post had to re-configure many of their flight 
routes – incurring a cost impact in the process. We view 
this setback to be a transitory event for the company; 
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earnings remain resilient, and at a forward P/E of 9x, 
Deutsche Post is trading at a steep discount to its 
peers.

The International Equity portfolio also registered 
positive stock selection in the Communication Services 
and Consumer Discretionary sectors. Within Comm 
Services, Formula One ‘raced’ higher in response 
to a strong earnings release and announcing a new 
race site in Las Vegas. Formula One is an extremely 
unique asset, and the company can earn profits via a 
combination of race promotion fees, broadcast rights, 
and sponsorship deals – with upside to these numbers 
as global viewership/attendance continues to grow. 
Cambiar’s allocation to Consumer Discretionary has 
been a drag on performance in recent years. After 
making the necessary adjustments to our holdings, we 
are encouraged by the improved performance within the 
sector during the quarter. Newer addition LVMH was one 
such outperformer; the company has a number of iconic 
brands with a gearing to higher-income consumers. The 
spending habits of this target audience should be less 
impacted by higher gas and food prices.

Returns within the Technology, Healthcare, and 
Financial sectors were relatively in line with the 
index during the quarter. Belgium-based bank KBC 
was a weaker performer in the quarter due to the 
company’s bank branches in the Czech Republic (i.e., 
Czech Republic is next to Poland, which is next to 
Ukraine). We believe that investors’ concerns about this 
well-managed bank are misplaced; we used the price 
weakness in the quarter to add to our position.

Cambiar’s non-allocation to Energy and lower exposure/
negative stock selection in Materials were the primary 
detractors from performance vs. the benchmark for the 
quarter. The Energy sector has generally not been a 
target-rich environment for Cambiar in recent years, as 
many companies in the space have low margins and/
or have not produced returns that exceed their cost 
of capital. That said, we acknowledge that the price 
deck for oil/natural gas may be higher for longer in 
light of changing global conditions. Europe (and other 
developed markets) will need to obtain alternative 
sources of oil/natural gas, and reduced capex by larger 
integrated/E&P operators results in a more constrained 
supply response – supporting higher price decks. So 
while we are still on the sidelines for now, our team has 
been doing more work in the sector. 

Although the portfolio did not have any direct equity 
ownership within Russia/Ukraine, Danish brewer 
Carlsberg generated ~10% of revenues from the region 
– the company will now have to write down this segment 

of their business. Upon review, we decided to move on 
from Carlsberg in favor of Diageo, which has a more 
U.S.-centric revenue base and is more skewed to spirits/
premium products. Carlsberg has been a good performer 
over our holding period, but we believe Diageo is better 
positioned in light of evolving consumer preferences.

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 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.
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DISCLOSURE
Performance: The performance information represents the respective Cambiar strategy composite and may be preliminary. Returns are presented gross 
(g) and net (n) of management fees and include the reinvestment of all income. Gross and net returns have been reduced by transaction costs. Net 
returns are also reduced by actual investment advisory fees and other expenses that may be incurred in the management of the account. SMAs often 
incur bundled fees, charged by the wrap sponsor or affiliated broker, that may include transaction costs, investment management, portfolio monitoring, 
consulting services, and custody fees. Net returns for SMAs are calculated by deducting the investment advisory fees from the client’s account as 
reported by the wrap sponsor or affiliated broker, or as received by Cambiar. Cambiar negotiates advisory fees with each individual client or relationship. 
Please refer to our Form ADV Part 2A for additional disclosures regarding our investment management fees.  Net of fees performance reflects a blended 
fee schedule of all accounts within the relevant composite. Cambiar clients and mutual fund investors may incur actual fee rates that are greater or 
less than the rate reflected in this performance summary.  Returns are reported in U.S. dollars.  Index returns include the reinvestment of all income, 
and assume no management, custody, transaction or other expenses. Each index is a broadly based index that reflects overall market performance and 
Cambiar’s returns may not be correlated to the index against which it is compared for a number of reasons including investment approach and number 
and types of holdings. Each index is unmanaged, and one cannot invest directly in an index.  Cambiar’s past results do not necessarily indicate Cambiar’s 
future performance and, as is the case with all investment advisors who concentrate on equity investments, Cambiar’s future performance may result 
in a loss. The top/bottom contributors is for a representative portfolio in the strategy.  A complete description of Cambiar’s performance calculation 
methodology, including a complete list of each security that contributed to the performance of the portfolios, is available upon request. Please contact 
Cambiar at 1-888-673-9950 for additional information

International Equity Benchmark: The MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted, market capitalization weighted index that 
is designed to measure developed market equity performance, excluding the U.S. & Canada. Benchmark returns are net of withholding taxes. Cambiar 
typically records dividends net of withholding taxes although it may depend on various factors such as the issue country and custodian’s treatment. Prior 
to July 2019, Cambiar typically followed each custodian’s treatment of tax withholding and therefore dividends may have been presented as gross or net 
of dividend tax withholding depending on the custodian’s treatment. Withholding taxes may vary according to the investor’s domicile, and other reasons.

Certain information contained in this communication constitutes “forward-looking statements”, which are based on Cambiar’s beliefs, as well as certain 
assumptions concerning future events, using information currently available to Cambiar.  Due to market risk and uncertainties, actual events, results, or 
performance may differ materially from that reflected or contemplated in such forward-looking statements. All information provided is not intended to be, 
and should not be construed as, investment, legal or tax advice.  Nothing contained herein should be construed as a recommendation or endorsement 
to buy or sell any security, investment or portfolio allocation. Securities highlighted or discussed have been selected to illustrate Cambiar’s investment 
approach and/or market outlook. The portfolios are actively managed and securities discussed may or may not be held in client portfolios at any given 
time, do not represent all of the securities purchased, sold, or recommended by Cambiar, and the reader should not assume that investments in the 
securities identified and discussed were or will be profitable.  As with any investments, there are risks to be considered.  All material is provided for 
informational purposes only and there is no guarantee that the opinions expressed herein will be valid beyond the date of this presentation.  

Source:  MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data 
contained herein. The MSCI data may not be further redistributed or used to create indices or financial products. This report is not approved or produced 
by MSCI.  
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