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SENTIMENT INDICATORS A of 6:30.2022
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CAMBIAR PERSPECTIVE

« Consumer and business sentiment are consistent with a deep recession and high unemployment, not 50-year
lows in unemployment

 |Inflation, covid fatigue largely responsible

* Not reasonably likely to get a lot worse, makes a wave election fairly probable

@ CAMBIAR
Source: Bloomberg. Consumer Sentiment represented by the University of Michigan Consumer Sentiment Index. Small Business INVESTORS
Sentiment represented by the NFIB Small Business Optimism Index. See Disclosure — Market Outlook: Morningstar Direct.
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INFLATION & U.S. MONEY SUPPLY A of 6:30.2022

INFLATION & MONEY SUPPLY GROWTH
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CAMBIAR PERSPECTIVE

» “Inflation is always and everywhere a monetary phenomenon” — Milton Friedman

* 50% money supply growth and supply-side damage = inflation

* Fed has the task of bringing money supply growth back down to a low level (4-5% annually)
» Financial markets do not like low money supply growth. This may be ugly for awhile.
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Source: Bloomberg. See Disclosure — Market Outlook: Morningstar Direct.
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REAL FEDERAL FUNDS RATE

As of 6-30-2022

REAL FED FUNDS RATE
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CAMBIAR PERSPECTIVE

» The post Global Financial Crisis (2008-2022) period of lowflation have seen negative real yields and capital
subsidization for all but a few months in 2018-19

* A low cost of capital and low likelihood of a higher one have flattered growth stock returns, private capital
business model, and corporate governance standards, generally in ways that has been unfavorable to value
investing or a conservative capital discipline

* Regime change in 2022 entails an end to lowflation. Positive real interest rates and risk premiums should
follow. What does this mean?

CAMBIAR
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Source: Bloomberg. See Disclosure — Market Outlook: Morningstar Direct.
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EQUITY RISK PREMIUM A of 6:30.2022
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(ERP) Equity Risk Premium = Earnings “yield” — 10 yr bond yield

CAMBIAR PERSPECTIVE
 ERP is a simple measure of how much risk is priced into equities versus a risk-free alternative

» Like corporate bond spreads, ERP is heavily influenced by Fed policies, especially balance sheet
expansion/contraction

» After an extended period of low premiums in growth, speculative, and real-estate related categories, a positive
ERP is back!

» Depending on inflation/Fed policy, this looks like a durable situation
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Source: Bloomberg. See Disclosure — Market Outlook: Morningstar Direct.

For Investment Professional/Institutional Use Only; Not For Use With The Public.



KEY EQUITY INVESTMENT THOUGHTS FOR
A HIGHER COST-OF-CAPITAL REGIME

* A positive real interest rate is needed to reduce demand with supply limitations

« This is normal versus history. Negative real interest rates in 2008-2022 are not normal
* Not every business will be funded

» Profits are necessary

* A positive ERP ought to be expected/normal even in higher growth industries

» Understand that asset class valuations and investor / business behaviors have been heavily
influenced by long period of very low ERPs

* Recalibrating investor and business behaviors to a higher ERP may take time / be
uncomfortable.

* Yield curve inversion — Fed has “front-loaded” rapid rate increases (June-July 2022)

« Low yield for the 10 Year Bond is consistent with money supply becoming scarce in the future
(bonds become more valuable)

* This dynamic favors a higher equity risk premiums
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DISCLOSURE

Market Outlook: 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. The 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 and are not intended to represent the performance or be an indicator for how the accounts
have performed or may perform in the future. The portfolios are actively managed and securities discussed may or
may not be held in client portfolios at any given time. Any characteristics included are for illustrative purposes and
accordingly, no assumptions or comparisons should be made based upon these ratios. Statistics/charts may be based
upon third party sources that are deemed to be reliable; however, Cambiar does not guarantee its accuracy or
completeness. Past performance is no indication of future results. 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
communication.
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