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Market Review 

Global equities continued their march higher in the second quarter, as accommodative monetary policy 
amongst central banks and the lack of attractive alternatives continued to put a bid under stocks.  
Ongoing posturing in the Ukraine and increasing tension in the Middle East did little to deter the advance 
in equities; if anything, investors used the pullback to buy the dip.  Most market averages posted single-
digit gains in the quarter.  The S&P 500 Index and MSCI EAFE Index posted returns of 5.2% and 4.1%, 
respectively, while Emerging Markets outpaced their developed market counterparts.  The MSCI 
Emerging Markets Index gained of 6.6% in 2Q.   

Europe has seen a divergence in country performance thus far in 2014, as returns in the region have 
been largely led by peripheral markets such as Spain and Italy.    Aggregate economic activity in Europe 
continues to improve, although it would be a stretch to call the recovery robust.  Deflation remains a real 
risk for the region, and it is this combination of a relatively weak recovery and the risk of deflation that 
drove a fairly significant policy move by the European Central Bank in June.  While the real economic 
impact of the announced stimulus measures to cut rates and support lending activity will take time to 
gauge, the package put forth by the ECB is a positive move and a boost to investor confidence.  One of 
the more immediate impacts was seen in the bond markets, where the 10-year bond yields for Spain and 
Italy sovereign debt is now essentially in line with U.S. Treasuries (2.69% and 2.86% for Spain and Italy, 
respectively, vs. 2.65% for the U.S.). 

International Equity ADR Portfolio 
The Cambiar International Equity ADR gained 
3.4% (3.3% net of fees) in the quarter, 
modestly trailing the MSCI EAFE Index.   
While encouraged by a rebound in a number 
of our names, we recognize that the portfolio 
has yet to click on all cylinders thus far in 
2014.  That said, Cambiar is cognizant that 
value investing is not a linear process; stock prices will often move independent of fundamentals in the 
short-term.  We remain constructive on portfolio positioning, and confident that performance will rebound 
as sentiment towards our companies improves. 
 
Cambiar made a limited number of buys/sales in the portfolio during the quarter, with a continued focus 
on diversification.  Consumer Discretionary remains the largest sector in the portfolio – comprising 
approximately 23% as June 30th.  Despite having almost a quarter of the portfolio allocated to a single 
sector, it should be noted that the companies/endmarkets are quite disperse.  Representative holdings 
include auto companies, media, lodging/leisure, and luxury goods.  While the sector was a slight detractor 
in the quarter, the underperformance can be primarily attributed to one position – Sony Corporation.  
Sony is a bit of a turnaround story, and the company may initially be a two steps forward/one step back 
type of investment.  Yet with a number of valuable assets/brands, a motivated management team, and 
low valuation relative to peers and its own operating history, Cambiar believes Sony possesses an 
attractive risk/reward profile. 
 
Another sector that has been disappointing in the short run but offers attractive long-term potential is 
Telecom.  Cambiar has been selectively increasing exposure in telecom stocks over the past year, with 
the sector now comprising approximately 10% of the International portfolio.  While each position has its 
own company-specific investment thesis, the potential for a less onerous regulatory environment, further 
global consolidation and thus improved returns on invested capital are appealing possibilities.  High 
dividend yields provide an additional margin of safety. 

 

International Equity ADR Performance 
 

2Q14 YTD 1 Year 3 Year 5 Year 
Since 

Inception 

ADR (g) 3.4% 0.4% 21.3% 10.1% 15.3% 7.8% 

ADR (n) 3.3% 0.1% 20.5% 9.5% 14.5% 6.8% 

EAFE 4.1% 4.8% 23.6% 8.1% 11.8% 4.2% 

Inception Date: 2.28.2006 / See Disclosure – ADR performance 
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After trailing the market by a significant margin in 2013, the Energy sector is one of the best performers in 
the EAFE Index thus far in 2014.  Cambiar’s overweight allocation to Energy, as well as above-
benchmark stock performance within the sector, was a value-add for the portfolio in both the quarter and 
on a year-to-date basis.  With the larger integrated oil companies struggling to replace an aging 
production base and incurring declines in free cash flow, Cambiar has geared the portfolio’s Energy 
exposure to oilfield services and exploration/production companies – which we believe to possess more 
attractive fundamentals.   

Financials was a modest value-add for the portfolio, with Cambiar’s holdings in the sector posted mixed 
returns for the quarter.  While the decline in global bond yields has been a headwind for the portfolio’s 
interest-rate sensitive positions, each of Cambiar’s holdings possess a number of ‘self-help’ levers that 
can be used to offset the low rate environment.  A pickup in economic activity/lending levels would be 
another positive catalyst for the sector. 

Japan continues to represent the largest country allocation in the International Equity portfolio (25%).  
Investor sentiment towards Japan steadily improved throughout the quarter, as economic activity proved 
more resilient than expectations in the face of the consumption tax hike.  As discussed in prior 
commentaries, many Japanese companies offer the potential for both earnings recovery and multiple 
expansion; company-specific fundamentals are the primary drivers to Cambiar’s positioning in Japan.  
That said, an improving macro backdrop is another important positive for our Japan-domiciled holdings.  
The ultimate goal for the Abe Administration is to create a virtuous economic cycle – whereby corporate 
profits recover, leading to wage hikes, increased employment and capital spending, which will then result 
in expanded consumption and further employment gains.  Even in the context of a declining birthrate and 
aging population, there are encouraging signs in terms of real GDP growth, employment, capital 
investment and price trends.  Investors await additional announcements related to Abe’s Third Arrow 
(structural reform), which should be forthcoming in the third quarter.  While performance from Cambiar’s 
investments in Japan has inflected higher after a rocky start to the year, we continue to analyze all of 
these factors and their potential impact on our investment thesis.   

Global Select Portfolio 
The Cambiar Global Select 
portfolio posted an in-line 2Q 
performance relative to the MSCI 
All-Country World Index.  The 
Global Select remains diversified at 
the country and sector levels, and 
the portfolio’s high active share 
metric (93.9 as of 6/30) illustrates 
Cambiar’s benchmark-agnostic approach to portfolio construction. 
 
Buy/sell activity was modest in the quarter, and primarily concentrated in the portfolio’s U.S. holdings.  
The portfolio’s elevated cash position was a slight drag on return, given the positive move in the markets.  
While Cambiar attempts to remain fully invested, the portfolio’s cash level is a by-product of the 
investment process; Cambiar does not attempt to tactically manage cash.  We anticipate a draw down in 
cash as investment candidate on our radar become actionable on a valuation basis. 
 
Four of the portfolio’s top ten performers in the quarter came from the Energy sector; Cambiar’s stock 
selection in Energy has also been the top contributor on a year-to-date basis.  The Global Select portfolio 
has benefitted from a market rotation back into Energy, as well as positive company-specific 
developments.   
 

Global Select Performance 
 

2Q14 YTD 1 Year 3 Year 5 Year 10 Year 
Since 

Inception 

Global (g) 4.8% 3.2% 22.3% 11.7% 19.1% 9.1% 9.3% 

Global (n) 4.6% 2.8% 21.3% 10.7% 18.0% 8.2% 8.4% 

ACWI 5.0% 6.2% 23.0% 10.3% 14.3% 7.5% 3.4% 

Inception Date: 2.28.1998 / See Disclosure – Global Select performance 
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As of quarter-end, the largest sector in the Global Select portfolio was Financial Services (approx. 21% of 
the portfolio).  Cambiar’s holdings in Financials are primarily international in domicile, with Europe 
comprising the largest percentage of portfolio capital in the sector.  Cambiar non-ownership in the larger 
U.S. money center banks is a function of pressured net interest margins, marginal loan growth and 
subsequently lower ROE and earnings metrics.  Alternatively, the portfolio is skewed towards companies 
that are less credit-sensitive in nature; examples include real estate companies, a private bank, and an 
insurance broker. 
 
On a non-U.S. basis, Japan remains the largest country allocation in the portfolio.  Although Japanese 
stocks rebounded in the quarter, Cambiar’s holdings did not keep pace and were a negative contributor to 
return.  The bulk of the underperformance was sustained in two positions – Sony and Sumitomo Mitsui.  
While disappointed with shorter-term performance, Cambiar remains constructive on the intermediate-
term return potential for both positions. 
 
The portfolio’s gains in the Materials and Industrial sectors were neutralized by modest underperformance 
in Technology as well as an underweight allocation to Utilities (one of the top-performing sectors in the 
quarter).  Cambiar’s more defensive-minded positions in Telecom, Consumer Staples and Telecom were 
additional laggards, although the magnitude of underperformance for each was negligible.   
 
Cambiar’s low allocation to Emerging Markets (4% of the portfolio) was a slight detractor to return in the 
quarter, as EM stocks posted solid gains on election results in India as well as weakening voter sentiment 
towards the incumbent administration in Brazil.  The compression in developed market bond yields was 
likely another stabilizing factor for Emerging Markets.  Despite the shorter-term momentum in EM, 
Cambiar’s quality bias results in a still-wary outlook for this segment of the market.  We believe the 
portfolio is in position to indirectly benefit from EM consumption trends via holdings such as auto OEMs, 
luxury goods, telecom and a nutritional company.   
 

Looking Ahead 
 
The first half of 2014 is case in point of how difficult it is to make market predictions with a high degree of 
accuracy: global interest rates moved lower vs. expectations for higher rates, Japanese equities lagged 
despite increased bullish outlooks, and emerging market stocks outperformed their developed market 
counterparts.  In aggregate, global equities continued to grind higher, fueled by extremely accommodative 
monetary policy. 
 
Looking ahead to the second half of the year, Cambiar remains optimistic about the overall positioning of 
the International Equity and Global Select portfolios.  We continue to believe that Japan offers a 
compelling risk/reward opportunity, emboldened by solid execution and attractive valuations at the 
corporate level, as well as strengthening macroeconomic data.  Cambiar is also encouraged by the recent 
policy actions of the ECB to combat disinflation, although an important next step will be to evaluate if 
these measures provide the necessary catalyst for increased lending volumes.  Europe very much 
remains a stockpicker’s market, and Cambiar’s focus (in Europe as well as across the portfolio) is to 
identify those franchises that we believe to offer the best earnings upside in the context of our valuation 
framework.  An additional focus on diversification and balance within the portfolios should also assist in 
navigating what is likely to be a more volatile market in the second half of the year. 
 
As always, we appreciate your continued confidence in Cambiar Investors. 
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Disclosure 
ADR Performance: The performance information depicted above represents the Cambiar International Equity ADR Composite. 
Returns are net of management fees and transaction costs and include the reinvestment of all income.  Gross returns do not reflect 
the deduction of management fees.  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 Select Performance: The performance information depicted above represents the Cambiar Global Composite. Returns are 
net of management fees and transaction costs and include the reinvestment of all income.  Gross returns do not reflect the 
deduction of management fees.  The performance of the MSCI ACWI benchmark includes the reinvestment of all income.  The 
MSCI ACWI (All Country World Index) Index is a free float-adjusted market capitalization weighted index that is designed to 
measure the equity market performance of developed and emerging markets   

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.  
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.   

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 the 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.  Past performance is no indication of future 
results. 


