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SMEAD INTERNATIONAL VALUE FUND  — 2ND QUARTER 2022 (6/30/2022)

During the 2nd quarter of 2022, the Smead International Value Fund 
declined 9.05% versus a decline of 14.51% in the MSCI EAFE Net Index 
and a 13.73% decline in the MSCI ACWI ex-US Net Index. We were 
pleased to see that the Fund produced better relative results but 
hate watching the value of our stock decline (largely in June alone). 
The carnage of 2022 continues to roll on. Our holdings in Interfor (IFP 
CN), Porsche Automobil (PAH3 GY) and Assicurazioni Generali (G IM) 
were the largest detractors in the quarter. Cenovus Energy (CVE CN), 
Occidental Petroleum (OXY/WS US & OXY US) and Frontline (FRO NO) 
were the greatest contributors to performance. While the near-term 
decline in the Fund has been frustrating, we always love volatility and 
what opportunities it gives us in lower security prices.

The Rhythm of the Night

Corona’s 1995 classic “The Rhythm of the Night” rings in our ears as we 
stare at the circumstances that are likely to expose the darkness of 
the 2020’s. We saw the light in the 2010’s and will see the night in the 
2020’s. Our aim for this letter is to give an understanding to investors 
of the rhythm of what we are likely to see in the road ahead. 

This is the rhythm of the night
The night, oh yeah
The rhythm of the night
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 PERFORMANCE Average Annualized Total Returns as of June 30, 2022

One  Month QTR YTD One Year Three Year Five Year Since Inception 
(1/12/2015)

SVXAX  
A Share Class (w/ load) -21.48% -14.32% -7.52% -1.25% 15.79% 8.69% 7.33%

SVXAX  
A Share Class (w/o load) -16.68% -9.09% -1.88% 4.77% 18.10% 9.99% 8.19%

SVXLX  
Investor Class -16.67% -9.05% -1.79% 4.94% 18.27% 10.14% 8.35%

SVXCX  
C Share Class -16.70% -9.21% -2.14% 4.19% 17.40% 9.35% 7.55%

SVXFX  
I1 Share Class -16.66% -9.05% -1.75% 5.03% 18.43% 10.29% 8.49%

SVXYX  
Y Share Class -16.64% -8.99% -1.66% 5.17% 18.54% 10.44% 8.62%

MSCI EAFE NR INDEX -9.28% -14.51% -19.57% -17.77% 1.07% 2.20% 3.63%

MSCI ACWI EX-US NR INDEX -8.60% -13.73% -18.42% -19.42% 1.35% 2.50% 3.56%

Performance data quoted represents past performance; past performance does not guarantee future results. The investment return and principal value of an investment will 
fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. Current performance of the Fund may be lower or higher than the 
performance quoted. Performance data current to the most recent month end may be obtained by calling 877-807-4122. Performance for SVXAX (w/load) reflects maximum sales 
charge of 5.75%. Performance for SVXAX (w/o load) does not reflect maximum sales charge of 5.75%. If reflected, the load would reduce the performance amount quoted. SVXAX 
imposes a 1.00% deferred sales charge on purchases of $1,000,000 or more that are redeemed within 18 months of purchases. Performance data does not reflect the deferred 
sales charge. If it had, returns would be reduced.

Smead Capital Management, Inc., The Advisor, has agreed to waive its fees and/or absorb expenses of the Fund to ensure that Total Annual Operating Expenses do not exceed 
1.42% for Class A shares, 2.00% for Class C shares, 1.15% for Class I1 shares and 1.00% for  Class Y shares respectively, through March 31, 2023. This operating expense limitation 
agreement can be terminated only by, or with the consent of, the Board of Trustees. See the prospectus for additional details.

A Shares Gross Expense Ratio 1.42%  C Shares Gross Expense Ratio 2.00%  I1 Shares Gross Expense Ratio 1.15%  Y Shares Gross Expense Ratio 1.00% Investor Gross Expense Ratio 1.25%
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The cost of capital rising is the rhythm we must think about as 
investors. Below is the 10-year Treasury yield since 1962. Humans 
eat, sleep and extrapolate, according to Jim Grant. We extrapolated 
out low rates to be an end-all over the last three to five years. In 
reality, it was a lift-off period for the cost of money going higher. 
Thus, mean reversion takes the drum to get the rhythm back to 
where normalized levels of interest rates have been over decades. 
The cost of money rising hurts all assets, but for some assets, it 
could be a bad ending in the night.

This is the rhythm of my life
My life, oh yeah
The rhythm of my life

Since we have millennials sitting on our investment team, we know 
the rhythm of their life has been pretty basic. Low inflation, cheap 
delivery, whatever goods they want and a shared economy. This 
was the rhythm of their life. What we now see is persistent inflation, 
delivery costs rising with energy and labor prices, a shortage of 
goods available to consumers and the value of ownership increasing 
by the day. This value of ownership is increasing on tangible assets 
like homes or in asset heavy companies. It is tough to compete 
buying a home when you don’t own one already. It will be tough to 
compete in the car business when others already have the assets 
to build cars in a scalable way. Asset-intensive businesses could be 
winning in the stock market for the first time in “my life, oh yeah.”

You could put some joy upon my face
Oh sunshine in an empty place
Take me to turn to
And babe I’ll make you stay

What could put some joy on the investors’ face is businesses that 

benefit from inflation. Some have dubbed these “inflation proxies”. 
Below is a chart looking at an inflation proxy index (SGI) relative 
to the FTSE Developed Index, a composition of stocks in the 
developed stock markets of the world.

Businesses benefiting from higher inflation have been punished 
in the last month of the 2nd quarter. We saw this firsthand in the 
businesses that we own. Banking, lumber, oil and UK homebuilding 
companies have all dropped swiftly in value during this same 
period. We are willing to ride this volatility out as investors have 
fewer things “to turn to.” Wealthy households are getting poorer as 
we write this. We don’t want to take the risks that most institutional 
and individual investors are taking. Instead, we want to take the 
type of risks that could “make you stay” wealthy. 

Oh I can ease you of your pain
Feel you give me love again
Round and round we go
Each time I hear you say

Once investors finally accept inflation into their hearts and minds, 
its stickiness will be very problematic for central bankers. The 
zeitgeist this causes could trigger a large change in the companies 
that investors want to own to “ease you of your pain.” Asset-heavy, 
inflationary-oriented businesses may become the most popular 
parts of the stock market globally. 

As an example, energy as a sector reached 11.49% of the MSCI All 
Country World ex-US Index on 6/30/2008 while oil prices were 
sprinting toward $150 barrel and the price of money was diving to 
the floor. At recent Brent prices of $120 and money getting more 
expensive from every word that central bankers utter, this same 
index stands at 6.11% as of May 31, 2022. This weight has backed off 

The Rhythm of the Night

Source: Bloomberg. Data from 7/10/2017 - 7/8/2022.

Source: Bloomberg. Data from 3/30/1962 - 7/8/2022.
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in the last month, but as the song says, “round and round we go.” 
While some postulate that the central bankers may “ease you of 
your pain,” all we know is that stock market investors who under-
owned these energy stocks may need to feel to give them some 
love again.

It seems contrary to say that a world awash in ESG and carbon 
fears would want these energy businesses so quickly after avoiding 
them at all costs. It would be strange for a world in love with asset-
light businesses to want asset-heavy companies. It would be crazy 
to see a world that believed that we’d never see inflation again 
love inflation proxy stocks. These vast movements in price and 
psychology are shifting right under our noses. After all, “This is the 
rhythm of the night.”

Fear stock market failure!

Bill Smead
Co-Portfolio Manager

Cole Smead, CFA
Lead Portfolio Manager
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The Rhythm of the Night
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Mutual fund investing involves risk. Principal loss is possible.

On 1/12/2022, the Smead International Value Fund (the “Fund”) succeeded to substantially all of the assets of the Smead International Value Fund 
L.P. (the “Partnership”). The investment objectives, policies and restrictions of the Fund are materially equivalent to those of the Partnership, 
and the Partnership was managed at all times with full investment authority by the Investment Adviser. The performance information includes 
performance for the Partnership. The Partnership was not registered under the Investment Company Act of 1940 and, therefore, was not subject 
to certain investment or other restrictions or requirements imposed by the 1940 Act or the Internal Revenue Code. If the Partnership had been 
registered under the 1940 Act, the Partnership’s performance might have been adversely affected.

The price-earnings ratio (P/E Ratio or P/E Multiple) measures a company’s current share price relative to its per-share earnings. Margin of safety is 
the difference between the intrinsic value of a stock and its market price. Mean reversion is a theory that suggests that asset price volatility and 
historical returns eventually will revert to the long-run mean or average level of the entire dataset. A correlation coefficient is a numerical measure 
of some type of correlation, meaning a statistical relationship between two variables. The FTSE Developed Europe Index is an index of European 
stocks, part of the FTSE Global Equity Index Series. It is a subset of the FTSE Europe Index. The SGI Inflation Proxy Index is managed by Solactive AG 
and usually comprises 100 companies that meet certain criteria in order to survive in an environment of high inflation. The index strategy focuses 
on selected industries and controls stock selection through the use of predefined inflation indicators.

The Fund’s investment objectives, risks, charges and expenses must be considered carefully before investing. The statutory 
and summary prospectuses contain this and other important information about the investment company, and it may be 
obtained by calling 877-807-4122, or visiting www.smeadfunds.com. Read it carefully before investing.

Information provided does not constitute investment advice and no investment decisions should be made based on any information provided. 
Information reflects the views of Smead Capital Management as of a particular time. Such views are subject to change without notice. Information 
regarding holdings, allocations and other allocations are for illustrative purposes only and may not be representative of current or future 
investments or allocations. This information is not a recommendation to purchase or sell a security or follow any strategy or allocation. Any 
forward-looking statements or forecasts are based on assumptions and actual results may vary from any statements or forecasts. While Smead 
Capital Management has used reasonable efforts to obtain information from reliable sources, no representations or warranties are made as to the 
accuracy, reliability or completeness of third-party information presented in this material. This material is not to be duplicated or recreated without 
prior written consent of Smead Capital Management.

The following were the top ten holdings in the Fund as of 6/30/2022: Occidental Petroleum Corp CW27 10.21%, Cenovus Energy Inc 9.20%, MEG 
Energy Corp 8.51%, West Fraser Timber Co Ltd 6.35%, Interfor Corp 5.37%, Occidental Petroleum Corp 4.72%, BAWAG Group AG 4.15%, Porsche 
Automobil Hldg Prf 3.88%, Volkswagen AG Pref 3.84% and Assicurazioni Generali 3.58%. Fund holdings are subject to change at any time and 
should not be considered recommendations to buy or sell any security. Current and future portfolio holdings are subject to risk. The MSCI EAFE 
Index (Net) (Europe, Australasia, Far East) is a broad based, unmanaged equity market index designed to measure the equity market performance 
of 21 developed markets, excluding the US and Canada. An index cannot be invested in directly. This benchmark calculates reinvested dividends 
net of withholding taxes using Luxembourg tax rates. The MSCI ACWI ex-U.S. Index (Net) is a free float-adjusted market capitalization index that 
is designed to large and mid cap representation across 22 of 23 Developed Markets (DM) countries (excluding the US) and 24 Emerging Markets 
(EM) countries. This benchmark calculates reinvested dividends net of withholding taxes using Luxembourg tax rates. Information is provided for 
information purposes only and should not be considered tax advice. Please consult your tax advisor for further assistance. 

Active investing generally has higher management fees because of the manager’s increased level of involvement while passive investing generally 
has lower management and operating fees. Investing in both actively and passively managed funds involves risk, and principal loss is possible. Both 
actively and passively managed funds generally have daily liquidity. There are no guarantees regarding the performance of actively and passively 
managed funds. Actively managed mutual funds may have higher portfolio turnover than passively managed funds. Excessive turnover can limit 
returns and can incur capital gains. 

The Smead Funds are distributed by UMB Distribution Services, LLC. UMB Distribution Services, and Smead Capital Management are not affiliated.

Invest With Us Today!
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