
How a $33 Billion Fund Manager Scored 
a Perfect Record Betting on Value

To those who argue that value investing 
has gotten too hard in today’s momentum-
chasing, passive-driven world, Scott Mc-
Bride’s results are a bit of a conundrum.

His firm, Hotchkis & Wiley Capital 
Management in Los Angeles, just hit the 
investment perfecta in terms of stock-pick-
ing acumen. All 10 of its actively managed 
mutual funds — from US large-cap stocks to 
high-yield bonds and international small-
cap equities — beat their benchmarks in the 
three and five years through August.

The red-hot run for the 44-year-old shop 
is a rare rebuttal to conventional wisdom 
saying active management has lost its edge 
when passive funds regularly trample 
anyone trying to beat them. It’s also a 
measure of vindication for value invest-
ing itself, a strategy long overshadowed 
by growth funds and their market-beating 
gains. Several of Hotchkis & Wiley’s 
funds beat broader equity indexes — not 
just those tuned to cheapness — for long 
stretches of the period.

To McBride, the chief executive, it’s 
the very trends said to doom the value 
style — relentless passive flows into growth 
names, fickle investor tastes — that create 
exploitable inefficiencies and let stock pick-
ers shine. Even with the S&P 500’s price-
earnings ratio approaching all-time highs, 
he says it’s still possible to build portfolios 
with multiples in line with the historic aver-
age — and find winners among them.

“The market is driven by sentiment, it’s 
driven by emotion,” said McBride, whose 
firms oversees $33 billion in assets. “When 
you don’t have a lot of folks who are think-
ing about what long-term value is, that 
creates opportunity.”

Hotchkis & Wiley’s 100% win rate is the 
highest among 91 large firms with 10 or 
more mutual funds and well ahead of the 
group’s average of 40%, according to data 
compiled by Bloomberg Intelligence’s 
mutual fund analyst David Cohne.

The results land amid a raging debate 
about the viability of value investing. Ven-
erable managers have decried a market 
overrun by price-insensitive products 
such as index and exchange-traded funds, 
leaving no natural buyer to lift the lag-
gards and close a valuation gap between 
cheap and expensive stocks that is among 
the widest in history.

McBride’s success is proof that those 
trends don’t doom stock pickers — that 
outsized returns can still be located. Cer-

tain data bears it out. An earlier study by 
Bloomberg Intelligence equity strategist 
Chris Cain found that among the cheap-
est fifth of the Russell 3000 Index, the 
proportion of stocks whose return topped 
the broader market rose to a five-year high 
of 54% in 2021 and stayed there the follow-
ing year.

On the whole, though, value stocks have 
struggled to keep up with the market. An 
index of stocks ranked low in metrics such 
as price to earnings or book value sank to 
a record low in July relative to the Russell 
3000, thanks to a profit boom around the 
artificial-intelligence craze.

Several Hotchkis & Wiley funds bucked 
the trend. The $675 million Value Oppor-
tunities portfolio (HWAAX) returned 10% 
annually in the three years to Aug. 30, out-
pacing the Russell 3000. Also ahead were 
funds focused on small-caps (HWSIX) and 
mid-caps (HWMIX).

Hotchkis & Wiley seeks to uncover 
companies whose fair values based on 
three-to-five-year projected growth are 
meaningfully below their market prices 
and that preferably pay dividends or buy 
back shares.

The path isn’t always smooth. This year, 
for instance, the majority of Hotchkis & 
Wiley’s funds are underperforming. Mc-
Bride isn’t bothered.

“The clients that have invested with us 
want us to be who we are,” he said. “We 
don’t get attracted to chase things that are 
hot. Our culture is to do the opposite, to 
look for places that have struggled and see 

if we can find values.”
McBride and his colleagues are wiling to 

double down on unpopular stocks. During 
the third quarter, the firm’s flagship port-
folio, the Fundamental Value Fund (HW-
LIX), boosted holdings in APA Corp., an 
energy producer that’s down about 30% 
this year. The market has underestimated 
APA’s cash flow and the potential from its 
offshore Suriname project, McBride said.

Meanwhile, stock picking has led 
HWAAX to count on internet and software 
stocks for 24% of its holdings, a represen-
tation that’s more than triple the technol-
ogy industry’s benchmark weight, the 
latest filing showed.

While some tech stocks look expensive 
based on reported earnings, their valua-
tions can be defended after being adjusted 
for things such as research and marketing 
— expenses that eat into current profits 
but can benefit growth over the long run, 
according to McBride.

One example is Workday Inc., which 
makes software for business tasks such as 
managing human resources and trades at 
40 times earnings. The company’s profit-
ability is now under pressure as it ramps 
up spending to attract new users. Once 
customers sign up, though, they tend to 
stay for decades.

“This is a fast-growing business and you 
can get it at a really good price on long-
term normal earnings,” McBride said. “It’s 
probably the name that people are most 
surprised to see that we own because it’s 
not in a value benchmark.”
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Mutual fund investing involves risk. Principal loss is possible.
NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE

The Hotchkis & Wiley Funds are distributed by Quasar Distributors, LLC
HW-Bloomberg-10/24

The performance shown represents past performance. 
Past performance is no guarantee of future results and 
current performance may be higher or lower than the 
performance shown. Investment results and principal value 
will fluctuate so that shares, when redeemed, may be worth 
more or less than their  original  cost.  To obtain 
performance data current to the most recent month-end, 
access our website at www.hwcm.com. 

 
You should consider the Hotchkis & Wiley Funds’ 
investment objectives, risks, and charges and expenses 
carefully before you invest. This and other important 
information is contained in the Fund’s summary prospectus 
and prospectus, which can be obtained by calling 1-800-
796-5606 or visiting our website at www.hwcm.com. Read 
carefully before you invest.  

  
Click on the respective link for standardized Fund performance and 
expenses (from the dropdown menu, select month-end or quarter-
end standardized performance):  

 
Large Cap Fundamental Value Fund

Large Cap Disciplined Value Fund

Mid-Cap Value Fund

Small Cap Value Fund

Small Cap Diversified Value Fund

Value Opportunities Fund

Global Value Fund 

International Value Fund

International Small Cap Diversified Value Fund

High Yield Fund
 

For the Mid-Cap Value, Small Cap Value, Small Cap Diversified Value, 
International Small Cap Diversified Value and Value Opportunities 
Funds, investing in small and medium-sized companies involves 
greater risks than those associated with investing in large company 
stocks. For the Value Opportunities Fund, investing in non-diversified 
funds means it may concentrate its assets in fewer individual 
holdings than a diversified fund. For the High Yield and Value 
Opportunities Funds, investments in debt securities typically decrease 
in value when interest rates rise. This risk is usually greater for longer-
term debt securities. Investments by the Funds in lower-rated and 
non-rated securities present a greater risk of loss to principal and 
interest than higher-rated securities. The High Yield and Value 
Opportunities Funds may invest in derivative securities, which can be 
volatile and involve various types/degrees of risk. Investments in 
foreign as well as emerging markets involve additional risk. 

 

Click on the respective link for a complete list of holdings as of 
March 31, 2025. Fund holdings are subject to change and are not 
recommendations to buy or sell any security: 

 
Large Cap Fundamental Value Fund

Large Cap Disciplined Value Fund

Mid-Cap Value Fund

Small Cap Value Fund

Small Cap Diversified Value Fund

Value Opportunities Fund

Global Value Fund 

International Value Fund

International Small Cap Diversified Value Fund

High Yield Fund
 

The Russell 3000® Index tracks the performance of the 3,000 largest 
U.S.-traded stocks. The S&P 500® Index is a broad-based 
unmanaged index of 500 stocks, which is widely recognized as 
representative of the equity market in general. The indices do not 
reflect the payment of transaction costs, fees and expenses 
associated with an investment in the Fund. The Fund’s value 
disciplines may prevent or restrict investment in major stocks in the 
benchmark indices. It is not possible to invest directly in an index. 

  
The portfolio manager’s views and opinions expressed are as of 
October 25, 2024. Such views are subject to change without notice 
and may differ from others in the firm, or the firm as a whole. This 
material is for general information purposes and should not be used 
as the sole basis to make any investment decision. Views expressed 
are not intended to be relied upon as research regarding a particular 
industry, investment or the markets in general, nor is it intended to 
predict  performance of  any investment or  serve as a 
recommendation to buy or sell securities.  

 
Information obtained from independent sources is considered 
reliable, but H&W cannot guarantee its accuracy or completeness. 
Information contained in this material represents may be based on 
forward-looking statements. Due to various risks and uncertainties, 
actual events/results or performance may differ materially from 
those reflected or contemplated in such forward-looking 
statements. Nothing contained herein may be relied upon as a 
guarantee, promise, assurance or a representation as to the future.

  
A value-oriented investment approach involves the risk that value 
stocks may remain undervalued or may not appreciate in value as 
anticipated. Value stocks can perform differently from the market as 
a whole or from other types of stocks and may be out of favor with 
investors and underperform growth stocks for varying periods of 
time. Diversification does not assure a profit nor protect against 
loss in a declining market.  

  

https://www.hwcm.com/wp-content/uploads/2019/10/HW-Funds-Statutory-Prospectus-8-29-24.pdf
https://www.hwcm.com/funds/large-cap-value-fund/i-shares/performance
https://www.hwcm.com/funds/diversified-value-fund/i-shares/performance
https://www.hwcm.com/funds/mid-cap-value-fund/i-shares/performance
https://www.hwcm.com/funds/small-cap-value-fund/i-shares/performance
https://www.hwcm.com/funds/small-cap-diversified-value-fund/i-shares/performance
https://www.hwcm.com/funds/value-opportunities-fund/i-shares/performance
https://www.hwcm.com/funds/global-value-fund/i-shares/performance
https://www.hwcm.com/funds/international-value-fund/i-shares/performance
https://www.hwcm.com/funds/international-small-cap-diversified-value-fund/i-shares/performance
https://www.hwcm.com/funds/high-yield-fund/i-shares/performance
https://www.hwcm.com/wp-content/uploads/2019/10/LCFV-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/LCDV-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/MCV-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/SCV-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/SCDV-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/VO-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/GBL-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/INTL-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/ISCDV-FUND-Holdings-Mar-2025.pdf
https://www.hwcm.com/wp-content/uploads/2019/10/HY-FUND-Holdings-Mar-2025.pdf
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