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MARKET REVIEW
International stocks declined in conjunction with 
a broad-based drawdown in global equities during 
the second quarter. Given a backdrop of stressed 
commodity markets, accelerating inflation and rising 
recession fears, investors quickened their pace in 
reducing exposure to risk assets. Global central banks 
moved to raise rates in response to inflation pressures, 
adding to the downward pressure on equity multiples. 
In contrast to past periods where there was some return 
differentiation at a regional level, performance in the 
quarter was almost identical between the U.S. and 
non-U.S. markets – with the MSCI EAFE Index and 
S&P 500 Index posting returns of -19.6% and -19.9%, 
respectively. On a style basis, value continued to fare 
relatively better than growth – a trend that has been in 
place since the market’s peak last November. 

While the ongoing Russia-Ukraine conflict continues 
to be a destabilizing event across the broader global 
landscape, policymakers are in the midst of battling a 
different (and less lethal) foe – inflation. Central banks 
around the world have begun to raise rates in response 
to the higher cost in goods and services. In Europe, 
the Bank of England has hiked rates five times since 
December, while the Swiss National Bank surprised the 
market with a 50 basis point raise in June – their first 
hike in 15 years. The European Central Bank (ECB) is 
also committed to raising rates in July, but are walking 
a tightrope – trying to rein in inflation, while not further 

hindering the region’s growth efforts that have already 
been slowed by the war in Ukraine. The Bank of Japan 
is one notable sovereign that has not made any changes 
to policy, as inflation levels have yet to hit the BOJ’s 2% 
target, thus enabling policymakers to maintain a more 
accommodative stance (although a weakening yen is 
becoming a concern).

Higher inflation levels and a commensurate more 
hawkish stance on monetary policy brings about it the 
end of an era – negative bond yields. The idea of paying 
more for a bond than what one will receive by way of 
interest and return of principal at maturity is truly a 
perverse financial concept – yet there were over 4500 
such securities in the Bloomberg Global Aggregate 
Negative Yielding Debt Index last year (down to less 
than 100 now). What are the investment implications 
from higher borrowing costs? Cambiar believes that a 
rising cost of capital is likely to continue pressuring the 
multiples assigned to longer duration growth stocks; 
marginal businesses with elevated debt levels may also 
be more vulnerable. In contrast, rising inflation/nominal 
growth trends should benefit the earnings recovery 
in more traditional cyclical segments of the market. 
Regardless of style classification, higher rates place 
increased emphasis on identifying quality businesses 
that have a record of capital discipline and pricing 
power in their respective verticals.

INTERNATIONAL EQUITY FUND  

2Q 2022 YTD 1 Year 3 Year 5 Year 10 Year
Since 

Inception 
- Inv

Since 
Inception 

- Inst

CAMIX -15.60% -20.95% -24.26% -3.91% -2.00% 3.12% 5.72% -

CAMYX -15.55% -20.90% -24.17% -3.79% -1.88% 3.27% - 2.56%

MSCI EAFE -14.51% -19.57% -17.77% 1.07% 2.20% 5.40% 4.15% 4.55%

Inception Date: CAMIX (8.31.1997) | CAMYX (11.30.2012).  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 6/30/22, expense ratios are CAMIX: 1.12% (gross); 0.98% (net) | CAMYX 1.04% (gross); 0.90% (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 90 days. Your return will be lower if a redemption fee is 
applied to your account.
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The Cambiar International Equity Fund underperformed 
the MSCI EAFE Index in the second quarter. Given 
the risk-off underpinning in the markets, the ability 
to outperform via downside protection was largely 
proportionate to one’s allocation to traditional defensive 
sectors. 

Relative to the index, Cambiar’s lower allocation and 
performance challenges within areas such as Consumer 
Staples and Healthcare comprised the primary 
performance drag in the quarter.

The year-to-date decline in international equities 
has almost exclusively been a function of multiple 
compression, with the one-year forward price to 
earnings ratio (P/E) for the EAFE Index now at 11.7x, 
vs. 15.1x at the beginning of the year. Whether 
corporate earnings can remain intact (or come in less 
bad than reflected in current multiples) will be a key 
determinant in the forward trajectory for stock prices in 
the second half of the year.

Portfolio construction continues to emphasize 
diversification and balance, while maintaining a modest 
bias to ‘conservative cyclicals’ that we believe to offer 
an outsized risk/reward as the global economy re-opens 
after two years of Covid restrictions. An ultra-defensive 
posture at the beginning of the year did not seem 
appropriate then, and with the sharp YTD de-rating of 
stocks such a defensive bias does not appear sensible 
now. In our view, a return to more normal return drivers 
and associated economic analysis has been hampered 
by two man-made events: China’s ongoing “zero Covid” 
policy (which has led to extremely poor consumer and 
industrial product visibility), and the Russia/Ukraine 
war (and associated knock-on effects via the West’s 
attempts replace its commodity supplies).  Given the 
nature of these events, we are not able to analyze how 
these significant factors will resolve in the coming 
months. Yet not unlike the Covid lockdown conditions 
in the 2020-21 period, one should not project the 
current status quo to endure. Although the International 
portfolio has struggled to create positive separation 
from the benchmark in 2022, we are confident that the 
business moats of our companies will be more apparent 
as these headwinds begin to abate in the coming 
quarters. 

Buy/sell activity was relatively lower vs. prior 
quarters, consisting of three new purchases and three 
liquidations. Trades included a sale of Nordea Bank in 
favor of ING Groep, as well as an end to the portfolio’s 
abstention in Energy with the purchase of Santos 

Limited. Cambiar’s non-participation in the sector over 
the past few years was primarily driven by concerns 
about market structure and a pattern of weak capital 
discipline by industry participants. These concerns are 
not fully off the table; that said, the events in Ukraine 
have resulted in a shifting paradigm within the global 
energy market. Santos is skewed to liquified natural 
gas production, and the company is poised to benefit 
from a rising price deck as well as increased demand 
from Europe, Japan and other developed markets that 
are seeking new sources of energy to replace their prior 
dependence on Russia.  

Returning to performance drivers in the quarter, all 
sectors posted negative returns – cash was the sole 
safe haven in 2Q. As discussed, defensive/bond proxy 
sectors held up better than more cyclically-geared 
areas of the market. On a factor basis, attributes 
such as profitability and cash flows took on increased 
importance, while leverage was a lagging factor in the 
quarter (not surprising, given the higher cost of capital 
for corporates).

Although Cambiar’s overweight positions in Industrials 
and Technology detracted from performance on an 
allocation basis, aggregate stock selection in both 
sectors was positive…resulting in a net positive impact 
on 2Q return. Individual outperformers included 
Amadeus Group, BAE Systems and Hitachi. The 
Cambiar team continues to seek out quality businesses 
that possess strong market leadership positions and 
are geared to longer-tailed growth opportunities – 
while trading at a reasonable valuation. For example, 
semiconductors have become much more ubiquitous 
in all facets of society and Taiwan Semiconductor has 
a dominant position in the industry. Within Industrials, 
Siemens has streamlined into four lines of business 
with secular growth potential: factory automation, 
smart infrastructure (grid electrification -necessary 
for EVs and renewables), and mobility (rail, carbon 
reduction initiatives). While acknowledging the cyclical 
underpinning to these businesses, we believe that 
market share gains and strong order books should 
provide a more resilient earnings stream relative to past 
cycles.

The primary drivers to underperformance in the quarter 
were sustained in the Consumer Staples and Healthcare 
sectors. Regarding Staples, the portfolio was hampered 
by a combination of not having enough exposure to 
the sector (4.5% vs. 10.5% for the index), as well as 
trailing returns from Diageo and Pernod Ricard. We 
acknowledge the role that staples companies can serve 

Diversification does not ensure a profit or guarantee against a loss.
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in a diversified portfolio – i.e., dampen overall portfolio 
volatility and provide acyclical ballast to other more 
economically-sensitive allocations. Yet we also need to 
be comfortable with valuations and the corresponding 
risk/reward; on this basis it has been a bit more 
challenging, as the sector’s safe haven status has lifted 
valuations to the upper end of their long-term range. 

There is no sugar-coating the underperformance in 
Healthcare – as the portfolio’s holdings in the sector 
trailed the benchmark by a wide margin. UCB and 
Fresenius Medical were two notable laggards. The 
weakness is UCB stemmed from an approval delay by 
the FDA of the company’s psoriasis drug, negatively 
impacting forward revenue/earnings forecasts. The delay 
was due to procedural issues (vs. efficacy) that UCB 
should be able to resolve. While disappointed by this 
development, we are confident that the drug will be 
approved in the U.S. (it is already approved in a number 
of markets) as well as UCB’s other pipeline treatments 
– it is all about execution. Fresenius provides dialysis 
care and related services; the 2Q drawdown in the stock 
price resulted from a Supreme Court ruling that went 
against one of the company’s competitors (Davita), 
impacting Fresenius as well. Upon review, we believe 
the negative reaction in Fresenius’ stock price to be 
largely sentiment-driven and unlikely to have a material 
margin/profit impact. 

One final comment on Financials, as this sector 
comprises ~18% of the Fund (more than Healthcare 
and Staples combined). Positioning within the sector 
attempts to strike a balance of offense and defense 
by return drivers. Cambiar registered positive stock 
selection for the quarter, as Zurich Insurance Group and 
non-interest rate sensitive businesses such as London 
Stock Exchange Group and AIA Group were relative 
outperformers. The portfolio also holds a select number 
of EU/UK bank positions; while the banks tended to 
lag in the quarter, these holdings should subsequently 
benefit from an improving business cycle and the 
recovery in consumer credit. 

LOOKING AHEAD
As discussed in our first quarter commentary, reduced 
liquidity in the markets was likely to result in lower 
multiples for equities. This view came to pass in the 
second quarter, as risk assets of all types declined 
in response to tightening monetary policy. Although 
the emotional pendulum may not yet have swung to 
the capitulation and despair extremes that typically 

coincide with a market trough, current valuations 
embed a high degree of skepticism towards forward 
earnings expectations. 

Market corrections are never pleasant, but resets of this 
nature are part of an economic cycle. Has the market 
bottomed, or is there more downside from here? We are 
obviously hesitant to make a prediction on the near-term 
trajectory for equities. That said, it is very difficult to 
time the market. Rather, Cambiar views adherence 
to one’s asset allocation plan and maintaining a 
longer-term mindset to be the more proven path to 
compounding wealth. By the time the market issues 
some version of an ‘all clear’ signal, stock prices are 
likely to have already begun to move higher.

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. Selectivity remains 
key, but we are confident that the low valuation/
low expectation profile that is being indiscriminately 
assigned to many of our holdings can translate into 
outsized returns as conditions normalize.

We appreciate your continued confidence in Cambiar 
Investors.

Diversification does not ensure a profit or guarantee against a loss.

Cambiar International Equity Fund Commentary | 2Q 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. 

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 
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. 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 6.30.22 the Cambiar International Equity Fund had a 3.1% weighting in AIA Group, 2.3% in Amadeus 
Group, 3.0% in BAE Systems, 2.5% in Diageo, 2.5% in Fresenius Medical, 2.5% in Hitachi, 2.8% in 
London Stock Exchange, 2.5% in Pernod Ricard, 3.4% in Santos Limited, 2.0% in Siemens, 2.1% in Taiwan 
Semiconductor, 2.5% in UCB, and 2.7% in Zurich Insurance Group. The International Equity Fund has a 0.0% 
weighing in Davita, ING, and Nordea 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 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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