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Market Review 

In aggregate, global equities posted positive returns in the first quarter, with developed markets outpacing 
their developing market counterparts.  In contrast to recent years in which the U.S. market acted as the 
global pacesetter, non-U.S. equities (most notably Japan) led the way in the quarter.  Europe also 
surprised to the upside, although the gains were marked down on a translation basis due to the Euro’s 
weakness relative to the U.S. dollar.  Emerging Markets posted a small positive return, as China and 
Russia offset weakness in Brazil and Latin America.  In general, the combination of a stronger U.S. dollar, 
ongoing weakness in the commodity markets and country-specific political concerns will be impediments 
to growth for many emerging market economies.  While the concerns in EM are being increasingly 
reflected via compressed valuations, the Cambiar International Equity and Global Select portfolios 
continue to favor developed market companies that are trading at comparable valuations yet possess 
higher degrees of quality and corporate transparency. 

Don’t fight the ECB?  One key driver to European outperformance in the quarter was the European 
Central Bank’s (ECB) long-awaited quantitative easing program.  The market was positively surprised by 
both the aggressive size and lengthy duration of Mario Draghi’s monetary stimulus program.  Given 
Europe’s flirtation with outright deflation, Cambiar views the announced QE to assist in combating this risk 
as positive.  As the U.S. edges closer to raising interest rates, there are a number of tailwinds that 
Cambiar views to be supportive of additional upside in Europe: a strong QE program in combination with 
the existing credit easing program, easing austerity, a weaker currency, and cheaper energy prices.  All of 
these factors should provide support to consumer confidence and spur economic activity in the region.  
Companies with high exports were notable outperformers in the quarter; however, Cambiar anticipates 
broader market participation over the course of the year as signs of improving economic growth become 
more apparent. 

International Equity ADR Portfolio 

The Cambiar International Equity portfolio 
is off to a positive start in 2015, on both an 
absolute basis and relative to the MSCI 
EAFE Index.  Buy/sell activity in the quarter 
was average for the strategy, with three 
new purchases and five sales.  The 
International Equity portfolio has a cyclical 
bias, although there is emphasis on 
diversification by way of industry, end 
market, and drivers of return.  At a country 
level, Japan continues to have the largest representation within the strategy, comprising 23% of the 
portfolio as of quarter-end.  

The gains in stocks were broad-based in nature, with all but two sectors posting positive returns in the 
quarter.  Consumer discretionary stocks continued their positive performance momentum from the fourth 
quarter, and were one of the top performers in 1Q.  Cambiar’s overweight allocation to consumer 
discretionary, as well as stronger stock performance in the sector, were value-adds in the quarter.  
Highlights included a Japanese consumer electronics company, as well as two European automakers.  
As previously mentioned, companies with Euro-denominated expenses and dollar-denominated revenues 
will be direct beneficiaries of a weakening currency; automakers are one such example.  While Cambiar 
remains constructive on the investment outlook for our discretionary positions, corporate execution and 
valuation remain paramount in our decision to maintain ownership in these holdings. 

After representing the top detractor to return in 2014, Cambiar’s financial positions rebounded in the 
quarter and had a positive impact on performance.  The Cambiar team has been selectively allocating 
more capital to financials over the past two years on a combination of strong capital levels, attractive 
valuation and company-specific action plans to increase ROE and book value.  While a number of the 

International Equity ADR Performance 

 

1Q15 YTD 1 Year 3 Year 5 Year 
Since 

Inception 

ADR (g) 6.7% 6.7% 2.1% 10.6% 9.7% 7.0% 

ADR (n) 6.5% 6.5% 1.5% 9.8% 8.9% 6.0% 

EAFE 4.9% 4.9% -0.9% 9.0% 6.2% 3.3% 

Inception Date: 2.28.2006 / See Disclosure – Performance 
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portfolio Euro bank holdings were weak last year, the underperformance was more a function of negative 
sentiment at the sovereign/regional level (e.g. deflation fears in Europe), vs. corporate execution.  
Cambiar is confident that Europe’s QE program will provide a lift to risk assets, and slowly promote 
economic growth in the region – which will be a tailwind for the banks. 

Two sectors that declined in the quarter were utilities and energy; the portfolio’s low representation in 
these areas of the market was therefore a relative positive on a performance basis.  Cambiar remains 
cautious on our outlook for energy, as there are a wide range of fundamental and political considerations 
to contemplate.  Looking out 1-2 years (as opposed to 1-2 quarters), we are becoming incrementally 
more positive on the sector.  One bullish indicator is the sharp drop in the North American rig count, the 
impact of which should eventually manifest itself via lower oil production.  Another overlooked data point 
is higher oil demand (particularly in the U.S.), which has helped to absorb some of the increased 
production coming to market.  In aggregate, it is Cambiar’s view that energy companies are taking the 
proper steps to respond to the drop in the commodity price.  Given the propensity for the stocks to move 
higher ahead of improving fundamentals, we are getting closer to potentially adding more capital to the 
sector. 

At a country level, Japan surged in the quarter, as the market responded positively to improving earnings 
data and signals that Japanese companies are increasingly becoming more open-minded to shareholder-
friendly actions such as share buybacks and dividend increases.  Japanese stocks were also a likely 
beneficiary of a broader rotation out of U.S. equities which have been strong outperformers in recent 
years.  A relatively stable U.S. dollar/Japanese Yen relationship also meant that gains were not 
negatively impacted by currency moves, as was the case in Europe.  As always, Cambiar’s allocation to 
Japan is first and foremost based on attractive corporate fundamentals; on this basis, the portfolio’s 
Japan holdings remain reasonably valued.  A supportive macro backdrop would be an additional positive 
in the investment case.     

Although Cambiar generated positive aggregate returns in Basic Materials and Healthcare, the portfolio’s 
holdings lagged the benchmark and thus detracted from performance in the quarter.  Despite the shorter-
term lag, Cambiar remains constructive on our positions in both sectors.  Cash was another modest 
negative contributor, as a slightly elevated cash balance was a drag in an up market.  Cambiar continues 
to maintain a healthy pipeline of investment ideas, and anticipate cash levels moving down as these ideas 
reach actionable entry points. 

Global Select Portfolio 

The Cambiar Global Select strategy 
gained 3.9% (3.7% net of fees) in 
the first quarter, besting the MSCI 
All-Country World Index.  While the 
allocation to U.S. stocks is at a 
slight underweight vs. the index as 
of quarter-end, clients should 
anticipate that the portfolio’s U.S. 
weighting will not meaningfully vary 
from the benchmark.  Global Select 
can take limited country ‘bets’ (our current overweight to Japan is one such example); however, the 
primary source of excess return will come via stock selection.   

While most economic sectors finished the quarter in positive territory, two exceptions were utilities and 
energy.  Global’s non-ownership of utilities was a subsequent positive, and the portfolio was able to 
counter the downward pull in energy by posting a gain in the quarter.  Cambiar remains relatively 
underweight in energy, indicating our tempered view on our outlook for energy companies.  That said, we 
are becoming incrementally more positive on the sector, and cautiously optimistic that the worst is behind 
us as it relates to weakness in the commodity price.  While we do not anticipate a move back to $100 oil 

Global Select Performance 

 

1Q15 YTD 1 Year 3 Year 5 Year 10 Year 
Since 

Inception 

Global (g) 3.9% 3.9% 6.1% 13.4% 12.0% 8.0% 9.0% 

Global (n) 3.7% 3.7% 5.4% 12.6% 11.1% 7.1% 8.0% 

ACWI 2.3% 2.3% 5.4% 10.8% 9.0% 6.4% 5.0% 

Inception Date: 2.28.1998 / See Disclosure –Performance 
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any time soon, the companies in our portfolio do not require that price deck to generate solid earnings 
and cashflow. 
 
A higher allocation to consumer discretionary companies was another positive for Global Select in 1Q, as 
investor sentiment towards the sector remains positive in light of the continued drop in energy prices.  
Cambiar’s discretionary holdings span a broad range of geographies and consumer price points; 
examples include autos, fast food, retail and casino/gaming.  Although many of the portfolio discretionary 
companies may benefit from lower fuel prices, strong global growth, a weakening Euro (for European 
positions) and improving unemployment data would be additional catalysts for consumers and 
corporations to increase their spend patterns. 
 
Although the portfolio’s U.S./non-U.S. distribution at the sector level will vary based on conviction (e.g. 
energy is comprised of U.S.-only companies at this time), one sector in which the portfolio is evenly split 
on this measure is financials.  Financials is currently the largest sector in Global Select, and the holdings 
span the globe – including the U.S., UK/Europe and Japan.  With strong capital levels, attractive 
valuations and company-specific catalysts that can translate into higher earnings, Cambiar is extremely 
constructive on our bank, insurance and real estate positions. 

Industrials represented another bright spot for the Global Select portfolio; one of the strong performers in 
the sector was a Euro-domiciled commercial aerospace company.  Similar to the European automakers, 
this aero OEM benefits from a strong dollar, as U.S. airlines represent a material source of revenues.  
While Cambiar has been reducing exposure to U.S. industrial companies that are trading near historical 
peaks in earnings and valuation, we have identified a number of non-U.S. industrial companies that offer 
an attractive risk/reward profile.   

Healthcare stocks comprised the top-performing sector in the global market during the quarter.  Cambiar’s 
healthcare holdings were unable to keep pace with the index; a relative underweight also detracted from 
return.  Given that healthcare was a bright spot for the Global Select portfolio in 2014, perhaps a shallow 
dip in performance was due.  Regardless of the short-term moves, Cambiar remains constructive on our 
holdings in this sector. 

Looking Ahead 

Cambiar’s view entering 2015 was that international markets were poised to outperform U.S. stocks; this 
opinion was based on basic mean reversion tendencies, but also reinforced by the divergence in global 
monetary policy and expected improvements in growth prospects for both Europe and Japan.  The U.S. is 
poised to implement a tightening monetary policy at some point in 2015, while Europe and Japan are in 
the early-to-middle innings of aggressive monetary expansion programs.  Given the cyclical nature of 
markets, it would not be a surprise if international markets outpace U.S. stocks over the next few years.  
Emerging markets continue to represent a bit of a wildcard for the Cambiar International Equity and 
Global Select strategies. EM has become increasingly diffuse in nature, providing greater opportunity on 
a select basis.  That said, many EM stocks still do not provide the quality and margin of safety that 
Cambiar seeks on behalf of our clients; the companies that do meet these criteria are typically not trading 
at value prices. 
 
As always, we appreciate your continued confidence in Cambiar Investors. 
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Disclosure 
Performance: The performance information represents the respective Cambiar strategy composites.  Returns are presented net of actual 
management fees and transaction costs and include the reinvestment of all income. Gross returns do not reflect the deduction of management fees. 
Certain clients may receive differing net performance numbers based on their respective platforms and fee structures.  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.  Net of fees performance reflects a blended fee schedule of all accounts within the relevant composite and 
Cambiar clients and mutual fund investors may incur actual fee rates that are greater or less than the rate reflected in this performance summary.  
Index returns assume no management, custody, transaction or other expenses.  Performance data presented is preliminary. 

ADR Benchmark: The performance of the MSCI EAFE benchmark includes the reinvestment of all income.  The MSCI EAFE 
Index (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.  

Global Benchmark: The MSCI ACWI (All Country World Index) is a free float-adjusted market capitalization weighted index that is 
designed to measure the equity market performance of developed and emerging markets. A combined price and total return for the period 
since inception is presented for the MSCI ACWI benchmark. The combined performance presented since inception was calculated by 
Cambiar using monthly price return data for the MSCI ACWI for 1998 as total return data was not available for the period and monthly total 
return data for the MSCI ACWI for all periods after 1998. The price return data does not include the reinvestment of all income. The total 
return data includes the reinvestment of all income. The monthly return data used in the calculation of the combined performance was 
sourced from Morningstar Direct.  

Certain information contained in this communication constitutes “forward-looking statements”.  Due to market risk and uncertainties, actual events or 
results, or the actual performance of Cambiar’s client accounts may differ materially from that reflected or contemplated in such forward-looking 
statements. All information is provided for informational purposes only and should not be deemed as a recommendation to buy the securities 
mentioned. There is no guarantee that the opinions expressed herein will be valid beyond the date of this presentation.  There can be no assurance 
that the portfolio will continue to hold the same position in companies described herein, and the portfolio may change any portfolio position at any time. 
The specific securities identified and described 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.  


