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FOURTH QUARTER 2022 

INVESTMENT COMMENTARY 

Columbia Select Large Cap Value Fund 
Fund performance 

▪ Institutional Class shares of Columbia Select Large Cap Value Fund returned 15.24% 

for the quarter ending December 31, 2022, outperforming its benchmark, the Russell 

1000 Value Index, which returned 12.42% for the same period.  

▪ Security selection, particularly within the utilities, information technology and materials 

sectors, was the primary source of outperformance for the quarter. An overweight to 

materials and an underweight to communication services also helped relative results. 

▪ For monthly performance information, please visit columbiathreadneedle.com. 

Market overview 

U.S. equities advanced during the fourth quarter, reversing the market’s steady downward 

trajectory throughout the first nine months of the year. Although welcome, the positive 

results were not enough to prevent 2022 from marking the worst annual performance for 

U.S. equities since the Global Financial Crisis in 2008. 

Fourth-quarter results were driven largely on expectations that the Federal Reserve would 

stop rate hikes in early 2023 and start cutting before year end. Those expectations 

marked a sharp reversal from the previous quarter end, when Fed Chair Powell vowed to 

fight inflation no matter how much pain the economy might suffer. Buoyed by the abrupt 

and somewhat inexplicable change in sentiment to start the fourth quarter, most sectors in 

the S&P 500 Index ended with positive returns amid declining volatility. (The CBOE 

Market Volatility Index fell by more than 30% during the quarter.) 

Gains were choppy and uneven, though, and almost all of the upside came during the first 

two months. Momentum stalled in mid-December when the Fed raised rates by 50 basis 

points, as widely expected, but disappointed investors who had hoped for softening 

language about future increases. (A basis point is 1/100 of a percent.) 
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Performance data shown represents past performance and is not a guarantee of future results. The 
investment return and principal value of an investment will fluctuate so that shares, when redeemed, 

may be worth more or less than their original cost. Current performance may be lower or higher than 

the performance data shown. Please visit columbiathreadneedle.com for performance data current to 

the most recent month end. Institutional Class shares are sold at net asset value and have limited 

eligibility. Columbia Management Investment Distributors, Inc. offers multiple share classes, not all 

necessarily available through all firms, and the share class ratings may vary. Contact us for details. 

Overall Morningstar RatingTM 

  Class A           Institutional Class 

The Morningstar Rating is for the indicated share 
classes only as of  12/31/22; other classes may 
have different performance characteristics. The 
Morningstar ratings for the overall, three-,  
five- and 10-year periods for Class A shares 
are 4 stars, 4 stars, 3 stars and 4 stars and for 
Institutional Class shares are 4 stars, 4 stars, 
3 stars and 4 stars among 1148, 1148, 1094 
and 810 Large Value funds respectively, and 
are based on a Morningstar Risk-Adjusted 
Return measure.  

We remain confident about our 
portfolio positioning, particularly 
our overweights in utilities, 
materials and energy, which 
served our clients well this year 
and can be expected to do so in 
the future. 

Focuses on long-term 

outperformance  

Invests in underappreciated companies 

that show accelerating earnings growth  

Takes advantage of low market 

expectations  

Identifies potential catalysts to drive 

earnings forward, which may allow 

investors to exploit inefficiencies created 

by low market expectations  

Follows a high-conviction 

process 

Takes a consistent approach to build a 

concentrated, low turnover portfolio in 

pursuit of strong risk-adjusted returns 

Expense ratio
2
 

Share class 
No waiver 

(gross) 

With waiver 

(net) 

Institutional 0.83% 0.55% 

A 1.08% 0.80% 

The investment manager and certain of 
its affiliates have contractually (for at 
least one year from the prospectus date) 
agreed to waive certain fees and/or to 
reimburse certain fund expenses. 

Share Class 

Symbol  

A 

SLVAX 

Advisor 

CSERX 

Institutional 

CSVZX 

Institutional 2 

SLVIX 

Institutional 3 

CSRYX 

R 

SLVRX 

C 

SVLCX 

Columbia Select                                           

Large Cap Value Fund
3-mon. 1-year 3-year 5-year 10-year

Institutional Class1 15.24 -0.83 10.16 8.32 12.11

Class A w ithout sales charge 15.13 -1.08 9.87 8.05 11.82

Class A w ith 5.75% maximum sales charge 8.51 -6.76 7.73 6.77 11.16

S&P 500 Index 7.56 -18.11 7.66 9.42 12.56

Russell 1000 Value Index 12.42 -7.54 5.96 6.67 10.29

Average annual total returns (%) for period ending December 31, 2022
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Other recurring themes like earnings growth and China’s Covid-19 lockdown also 

shaped market sentiment, which seesawed day to day far more sharply than the 

quarterly drop in the VIX might suggest. 

Despite the on-again, off-again challenges, positive fourth-quarter results were well-

diversified from a sector perspective. Based on classifications within the S&P 500 Index, 

energy was the top performer, followed closely by industrials. Materials, financials, 

staples and health care also produced solid double-digit returns, and value stocks 

generally outperformed growth. 

While these broad-based results reflected expectations for favorable policy changes 

(fiscal policy primarily from China and monetary policy in the U.S.), they also justified 

worries that earnings growth will remain a challenge in 2023. 

Contributors and detractors 

Security selection, particularly within the utilities, information technology and materials 

sectors, was the primary source of outperformance for the quarter. An overweight to 

materials and an underweight to communication services also helped relative results. 

Note that sector-level exposures are a byproduct of the portfolio’s longstanding bottom-

up investment process. 

Top individual performers for the fourth quarter included copper miner Freeport-

McMoRan, industrial equipment maker Caterpillar and subsea oil equipment and 

services provider Technip FMC. Each company reported decent results during the 

quarter, but all three benefited to a larger degree from the macro environment we 

highlighted above. The only top performer that truly ran on fundamentals was electric 

utility PG&E, which survived the California fire season intact and began to execute on 

longer term catalysts including reinstatement to the S&P 500 Index, approval of its 

undergrounding project and an extension to keep the Diablo Canyon nuclear plant online 

for at least another five years. 

CIGNA  4.20

PG&E  4.11

FMC  3.98

Freeport-McMoRan  3.86

Verizon Communications  3.74

FirstEnergy  3.52

Barrick Gold  3.34

Philip Morris International  3.26

Marathon Petroleum  3.24

Wells Fargo  3.15

Columbia Select Large Cap Value Fund

Top holdings (% of net assets)

as of December 31, 2022

Top holdings exclude short-term holdings 

and cash, if  applicable. Fund holdings 

are as of the date given, are subject to 

change at any time, and are not 

recommendations to buy or sell any 

security.
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Sector weights (%): fund vs. benchmark                                        
as of  December 31, 2022

Columbia Select Large
Cap Value Fund

Russell 1000 Value
Index

Freeport-McMoRan 1.31

PG&E 1.14

TechnipFMC 0.90

CIGNA 0.86

FMC 0.79

Baxter Intl -0.08

Qualcomm -0.06

Qurate Retail -0.05

Qrtea 8 03/15/31 -0.03

Union Pacif ic 0.07

Top five contributors - Effect on                

return (%) as of December 31, 2022

Top five detractors - Effect on                 

return (%) as of December 31, 2022
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Underperformers included online retailer Qurate, which is suffering from a bad retail 

environment, opacity in terms of their new 2023 business model and concern about 

negative cash flow in 2022 related to supply chain issues, a warehouse fire and tepid 

demand. Other notable underperformers include medical supplies provider Baxter, which 

continues to struggle with cost and supply-chain pressures, and chip maker Qualcomm, 

which faced similar pressures due largely to the China lockdown. 

Market outlook and investment plan 

Atop our long list of top-of-mind issues as we look ahead into 2023 is whether the Fed can 

thread the needle in its efforts to tame inflation without wrecking the economy. Said 

differently, if the economy tanks, can the Fed turn on its heel and go back to quantitative 

easing without losing credibility? 

Despite the uncertainty, we think a true value market lies ahead and will lead the next bull 

market for stocks. On that note, we have to emphasize that 2022 was not a value market, 

even though a comparison of major growth and value style indices suggests it might have 

been. We believe instead that 2022 was really all about the rise in interest rates, with 

damage done to growth stock multiples, plus the carnage in the bond market. Capitalist 

economies need to be cleansed every few years from excesses, and we haven’t done that 

in quite some time. It seems like this may have already begun to happen to some extent in 

the financial markets these past few months.  

Our core belief about investing is that earnings growth drives stock prices. Considering the 

turmoil capital markets endured, we might argue that 2022 was a relatively heroic year for 

corporate earnings. What’s more important is our belief that repeating that feat in 2023 

may prove impossible. From a secular standpoint, it seems like commodity-based 

industries tied to environmental themes are probably set up reasonably well to outperform 

in both the coming economic downturn and after. 

As such, we remain confident about our portfolio positioning, particularly our overweights 

in utilities, materials and energy, which served our clients well this year and we expect 

them to do so in the future. 
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Investors should consider the investment objectives, risks, charges and expenses 
of a mutual fund carefully before investing. For a free prospectus or a summary 
prospectus, which contains this and other important information about the funds, 
visit columbiathreadneedle.com. Read the prospectus carefully before investing. 

Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and 
Threadneedle group of companies. 

Columbia funds are distributed by Columbia Management Investment Distributors, Inc., member FINRA and managed by 
Columbia Management Investment Advisers, LLC. 

The views expressed are as of the date given, may change as market or other conditions change and may differ from 
views expressed by other Columbia Management Investment Advisers, LLC (CMIA) associates or affiliates. Actual 
investments or investment decisions made by CMIA and its affiliates, whether for its own account or on behalf of clients, 
may not necessarily reflect the views expressed. This information is not intended to provide investment advice and does 
not take into consideration individual investor circumstances. Investment decisions should always be made based on an 
investor's specific financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be 
appropriate for all investors. Past performance does not guarantee future results, and no forecast should be considered a 
guarantee either. Since economic and market conditions change frequently, there can be no assurance that the trends 
described here will continue or that any forecasts are accurate. 

Additional performance information: All results shown assume reinvestment of distributions and do not reflect the 
deduction of taxes that a shareholder would pay on fund distributions or the redemption of fund shares. 

1The returns shown for periods prior to the share class inception date (including returns since inception, which are since 
fund inception) include the returns of the fund’s oldest share class. These returns are adjusted to reflect any higher class-
related operating expenses of the newer share classes, as applicable. Please visit columbiathreadneedleus.com/
investor/investment-products/mutual-funds/appended-performance for more information. 

2The fund’s expense ratio is from the most recent prospectus.  

The S&P Dow Jones Index is a product of S&P Dow Jones Indices LLC (“S&P DJI”) and/or its affiliates and has been 
licensed for use by CMIA, LLC or its Affiliates. Copyright © 2022 by S&P Dow Jones Indices LLC, a subsidiary of McGraw 
Hill Financial, Inc. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written 
permission of S&P Dow Jones Indices LLC. S&P Dow Jones Indices LLC, its affiliates, and their third party licensors shall 
have any liability for any errors, omissions, or interruptions of any index or the data included therein. Any blended 
benchmarks included in this report that include one or more S&P DJI indices [and other third party index or indices] have 
been calculated by CMIA, LLC or its affiliates. 

© 2023 Morningstar, Inc. The Morningstar information contained herein: (1) is proprietary to Morningstar and/or its content 
providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither 
Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.  

For each fund with at least a three-year history, Morningstar calculates a Morningstar RatingTM used to rank the 
fund against other funds in the same category. It is calculated based on a Morningstar Risk-Adjusted Return 
measure that accounts for variation in a fund's monthly excess performance, without any adjustments for loads 
(front-end, deferred, or redemption fees), placing more emphasis on downward variations and rewarding 
consistent performance. Exchange-traded funds and open-ended mutual funds are considered a single population for 
comparative purposes. The top 10% of funds in each category receive 5 stars, the next 22.5% receive 4 stars, the next 
35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive 1 star (Each share class is counted as a 
fraction of one fund within this scale and rated separately, which may cause slight variations in the distribution 
percentages). The Overall Morningstar RatingTM for a fund is derived from a weighted average of the performance figures 
associated with its three-, five- and ten-year (if applicable) Morningstar Rating metrics. 

The Russell 1000 Value Index, an unmanaged index, measures the performance of those stocks in the Russell 1000 
Index with lower price-to-book ratios and lower forecasted growth values.  

The Standard and Poor’s (S&P) 500 Index is an unmanaged list of common stocks that includes 500 large companies. 

The CBOE Volatility Index (VIX) is a real-time index that represents the market’s expectations for the relative strength of 
near-term price changes of the S&P 500 Index.  

Indices shown are unmanaged and do not reflect the impact of fees. It is not possible to invest directly in an index. 

Investment Risks 

Market risk may affect a single 
issuer, sector of the economy, 
industry or the market as a whole. 
Value securities may be 
unprofitable if the market fails to 
recognize their intrinsic worth or the 
portfolio manager misgauged that 
worth. Investments in a limited 
number of companies subject the 
fund to greater risk of loss. The fund 
may invest significantly in issuers 
within a particular sector, which 
may be negatively affected by 
market, economic or other 
conditions, making the fund more 
vulnerable to unfavorable 
developments in the sector. 

Commentaries available 
via email 

Stay informed about your invest-

ments by subscribing to receive 

commentaries and other fund 

updates by email. Simply regis-

ter with our subscription center 

and choose the publications 

you’d like to receive. We’ll take 

care of the rest.  

 

    Subscribe 

 

https://www.investopedia.com/terms/m/marketindex.asp
https://twitter.com/CTinvest_US
https://www.youtube.com/CTInvestUS
https://www.linkedin.com/company/columbia-threadneedle-investments-us
https://cloud.e.columbiathreadneedleus.com/Columbia_Threadneedle_Subscription_Center/

