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FOURTH QUARTER 2022 

INVESTMENT COMMENTARY 

COLUMBIA SMALL CAP VALUE II STRATEGY 

Performance 

▪ The Columbia Small Cap Value II strategy returned 10.05% pure gross of fees and 9.25% net of fees for the fourth quarter. The 

Russell 2000 Value Index returned 8.42% for the period. 

▪ Security selection, particularly within the consumer discretionary, health care and information technology sectors, was the 

primary source of outperformance for the quarter. Overweights to the materials and industrials sectors and an underweight to 

health care also helped relative results. 

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 (whether fair or not) that the Fed will 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 (VIX) fell by more than 30% during the quarter. 

 

We have taken a cautious 

approach and continue to 

let our time-tested 

philosophy of searching for 

value companies exhibiting 

upward inflection drive our 

positioning. 

 

Inception 3-mon. 1-year 3-year 5-year
Since 

inception

Columbia Small Cap Value II SMA composite (pure gross) 06/30/2016 10.05 -12.65 9.62 5.53 9.05

Columbia Small Cap Value II SMA composite (net) 9.25 -15.27 6.39 2.41 5.84

Russell 2000 Value Index 8.42 -14.48 4.70 4.13 —

Past performance does not guarantee future results. Periods over one year are annualized. Returns reflect the reinvestment of 

dividends, income, and capital gains and are calculated and stated in US dollars  Performance is based on the Columbia Small Cap Value II 

SMA composite. Pure gross of fees performance does not include trading costs, management fees, or other expenses that w ould be incurred 

by a participant portfolio, but does reflect the expenses of any underlying pooled vehicle investments.  Net of fees performance reflects 

deduction of the maximum annual w rap fee of 3%. Investors should contact their f inancial advisor or program sponsor for performance and fees 

applicable to their account.

Average annual total returns (%) for period ending December 31, 2022
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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.) 

Other recurring themes, like earnings growth and China’s Covid lockdown, also shaped market sentiment, which seesawed day to 

day between worry and hope far more sharply than the quarterly drop in the VIX might suggest. 

Despite the on-again, off-again headwinds, 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 starting with the U.S.), they also justified worries that earnings growth will remain a challenge in 2023. 

Quarterly portfolio recap 

Stock selection was strongest within the consumer discretionary, health care and information technology sectors, with selection in 

the utilities, consumer staples and real estate sectors also adding to relative results. Overweights to the materials and industrials 

sectors and an underweight to health care also proved beneficial. Security selection within energy, as well as a modest 

underweight to the sector, were the most significant detractors to relative results.  

Top individual performers for the fourth quarter included footwear maker Crocs, which benefited from its strong quarterly results, 

improved forward guidance and expectations for a casual footwear trend. Shares in International Game Technology, a company 

that makes electronic casino gaming equipment and systems, also saw a significant jump after the company reported quarterly 

earnings above expectations. Our holding in specialty chemicals and ingredients distributor Univar Solutions was a strong 

performer within industrials. The company reported impressive results and continues to buy back stock. A potential acquisition by a 

German chemical firm also boosted the company’s shares. Other notable contributors included outlet shopping center REIT Tanger 

Factory Outlets, which pleased investors with strong execution, a strong balance sheet and a 10% increase in its dividend.  

Detractors from performance included solar company Sunrun within industrials. The company, which designs and sells residential 

solar energy systems, faced volatility at the beginning of the month after the publication of a short-seller report on the company. 

Worries over higher interest rates and a slowing economy weighed on the name, as did uncertainty around what effects new 

regulations in California may have on the residential solar industry. Other notable detractors included commercial services 

company ICF International, which provides technology-based consulting solutions and services primarily to government clients, 

and Core & Main, which distributes water, drainage and fire protection products. ICF declined despite reporting revenues and 

earnings above consensus expectations and appeared to take a breather after being one of our top performers in the third quarter. 

Core & Main saw its shares decline on news that it had agreed to acquire a Georgia waterworks supply company. 
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Outlook 

The current market continues to be unpredictable, with high levels of uncertainty and heightened risk. Inflation, supply-chain 

issues, a hawkish Fed, the continuing war in Ukraine and China’s lockdown have all contributed to volatility and unease, 

exacerbated by concerns about the health of the U.S. consumer.  

In light of this uncertain environment, we have been taking a cautious approach and continue to let our time-tested philosophy of 

searching for value companies exhibiting upward inflection drive our positioning. By nature, this process adapts to changing market 

conditions, as different areas show value and upward inflection through our models. The most important thing we can do as 

investors is to continue to use all the available resources we have to analyze all names within the portfolio on a stock-by-stock 

basis. To that end, we have been working closely with our central research analysts and directly with management of our portfolio 

companies. 

At the end of the quarter, the portfolio is overweight industrials, materials and consumer staples, while real estate, financials, and 

health care are the largest underweights. 
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Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or guaranteed 
by any financial institution, and involve investment risks including possible loss of principal and fluctuation in value. 

Advisory services provided by Columbia Management Capital Advisers, an operating division of Columbia Management Investment Advisers, LLC (“CMIA”) that offers 
investment management and related services to clients participating in various types of wrap programs.  

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

Holdings are based on the model portfolio and are subject to change at any time. Individual participant portfolio holdings may differ from those shown. The portfolio holdings 
information provided by CMIA and/or its agents or affiliates is proprietary and confidential. In receiving holdings data, program sponsors and program participants agree that 
the data is not being obtained in order to effect securities transactions based upon such information or to provide such information to another party other than as part of the 
managed account program. Complete holdings information is available in client statements. 

This commentary was prepared by the investment team for the strategy. The team's views are based on market conditions as of the quarter end identified in this commentary 
and are subject to change without notice at any time based upon market and other factors. This information may contain certain statements that may be deemed forward-
looking. Please note that any such statements are not guarantees of any future performance, and actual results or developments may differ materially from those discussed. 
There is no guarantee that investment objectives will be achieved or that any particular investment will be profitable. 

Individual portfolio performance and holdings may differ from information shown due to decisions made by the program sponsor, the size and timing of cash flows and client-
specific investment guidelines and objectives.  

Source: London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2022. FTSE Russell is a trading name of certain of the 
LSE Group companies. FTSE Russell® is a trademark of the relevant LSE Group companies and is/are used by any other LSE Group company under license. All rights in the 
FTSE Russell indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors 
or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is 
permitted without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content of this communication. 

The Russell 2000 Value Index tracks the performance of those Russell 2000 Index companies with lower price-to-book ratios and lower forecasted growth values. 

The S&P 500 Index tracks the performance of 500 widely held, large-capitalization U.S. stocks. 

The CBOE Market 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. 

This material is provided to program sponsors and their third-party intermediaries. To the extent any such recipient chooses to further disseminate this material to program 
participants, CMIA and its affiliates assume no responsibility for compliance with any laws and rules associated with such further dissemination. Furthermore, receipt of this 
material by a program participant does not establish a relationship between any such program participant and CMIA or any of its affiliates.  

 



Columbia Small Cap Value II SMA Composite

Columbia Management Capital Advisers
Reporting Currency:
Statement of Performance Results

Calendar 
Year

Pure Gross-of-fees 
Return (%) 

(Supplemental)

Net-of-fees 
Return (%)

Index Return 
(%)

Composite 3-
Yr St Dev (%)

Index 3-Yr St 
Dev (%)

Internal 
Dispersion (%)

Number of 
Portfolios

Total 
Composite 

Assets (mil.)

Total Firm 
Assets (mil.)

2021 35.93 32.01 28.27 25.58 25.00 0.50 52 54.89 2,677.50
2020 10.94 7.67 4.63 26.95 26.12 0.70 41 31.83 1,639.88
2019 20.36 16.85 22.39 15.85 15.68 0.69 59 76.36 1,390.52
2018 -17.47 -19.96 -12.86 N.A. N.A. 0.40 48 54.08 1,206.32
2017 11.21 7.94 7.84 N.A. N.A. 0.58 26 63.89 1,320.06

2016 * 20.68 18.93 24.19 N.A. N.A. N.A. 12 34.39 1,005.08

Inception Date:

GIPS Report

USD

June 30, 2016

* For the period 06/30/2016 through 12/31/2016.

Annualized Trailing Performance as of December 31, 2021

Period
Pure Gross-of-
fees Return (%) 
(Supplemental)

Net-of-fees 
Return (%) Index Return (%)

1 Year 35.93 32.01 28.27
5 Years 10.75 7.49 9.07

Inception 13.54 10.21 12.56
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Columbia Management Capital Advisers
GIPS Report

1. Columbia Management Capital Advisers claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. 
Columbia Management Capital Advisers has been independently verified for the periods January 1, 2012 through December 31, 2020. The verification report is available upon request.  A firm that claims compliance 
with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards.  Verification provides assurance on whether the firm's policies and 
procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been 
implemented on a firm-wide basis.  Verification does not provide assurance on the accuracy of any specific performance report.  GIPS® is a registered trademark of CFA Institute.  CFA Institute does not endorse or 
promote this organization, nor does it warrant the accuracy or quality of the content contained herein.

2. Columbia Management Investment Advisers, LLC, an SEC-registered investment adviser, offers investment products and services to institutional and retail markets. For the purposes of claiming compliance with 
GIPS, Columbia Management Investment Advisers, LLC has defined the Firm as Columbia Management Capital Advisers, an operating division of Columbia Management Investment Advisers, LLC that offers 
investment management and related services to clients participating in various types of wrap programs. Beginning March 30, 2015, the Columbia and Threadneedle group of companies, which includes multiple 
separate and distinct firms, began using the global offering brand Columbia Threadneedle Investments.

3. The strategy aims to provide long-term capital appreciation and invests in a diversified list of small cap companies that we believe are undervalued based on quantitative, sector-specific valuation criteria and 
where our fundamental analysis leads us to conclude that the valuation discount to their peers and the general small cap market is likely to disappear. Since inception, Separately Managed (WRAP) accounts 
represent 100% of the composite assets. The benchmark is the Russell 2000® Value Index. The composite was created July 1, 2016.

4. Pure gross returns presented in the table above are gross of the wrap fee and do not reflect the deduction of any trading costs, fees, or expenses and are supplemental to the net returns.  The wrap fee will 
normally include all charges for trading costs, portfolio management fee, custody, and other administrative fees. Composite net returns are calculated by subtracting 1/12th of the highest applicable wrap fee (3.00%) 
from the monthly pure gross return. Actual fees may vary depending on the individual sponsor's wrap fee. Composite returns reflect the reinvestment of dividends and other earnings.

5. Internal dispersion is calculated using the equal-weighted standard deviation of the annual pure gross returns of those portfolios that were included in the Composite for the entire year.  If the composite contains 
five or fewer accounts for the full year, a measure of dispersion is not statistically representative and is therefore not shown.

6. The three-year annualized standard deviation measures the variability of the pure gross-of-fees composite and benchmark returns over the preceding 36-month period.  It is not required to be presented when a 
full three years of performance is not yet available.

7. Portfolios are valued and composite returns are calculated and stated in U.S. dollars.  Returns are calculated gross of non-reclaimable withholding taxes on dividends, interest, and capital gains.  Policies for 
valuing investments, calculating performance, and preparing GIPS Reports, as well as the list of composite descriptions, list of pooled fund descriptions for limited distribution pooled funds, and the list of broad 
distribution pooled funds are available upon request.

8. The following fee schedule represents the maximum wrap fee that a sponsor may charge clients seeking investment management services in the designated strategy: 3.00%. The following statement 
demonstrates, with a hypothetical example, the compound effect fees have on investment return: a 3% annual wrap fee deducted monthly from an account with a 5-year annualized growth rate of 6% will produce a 
cumulative pure gross return of 33.8% and the cumulative net of fee result of 15.2%.

9. The benchmark is the Russell 2000 Value Index that tracks the performance of those Russell 2000 Index companies with lower price-to-book ratios and lower forecasted growth values. Index returns reflect the 
reinvestment of dividends and other earnings.

10. Past performance is no guarantee of future results and there is the possibility of loss of value.  There can be no assurance that an investment objective will be met or that return expectations will be achieved.  
Care should be used when comparing these results to those published by other investment advisers, other investment vehicles and unmanaged indices due to possible differences in calculation methods.  
Registration with the SEC as an investment advisor does not imply a certain level of skill or training.  
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