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ike other value investing stal-

warts, $35 billion Hotchkis &

Wiley made its name filling

its funds with cheap, unloved

stocks. Here’s how manager
David Green is keeping the old-school
philosophy alive in a market dominated
by a handful of Al giants.

In a market obsessed with artificial
intelligence, longtime portfolio man-
ager David Green is leaning the other
way. His $767 million Hotchkis & Wiley
Value Opportunities Fund (HWAIX) has
become a kind of anti-Al trade, hunting
for mispriced companies, big and small,
that investors have abandoned in favor
of the Al boom. That contrarian stance—
rooted in Hotchkis & Wiley’s 45-year
value discipline—is holding its own while
tech-heavy indexes continue to log im-
pressive returns.

Green has been quietly loading up on
unglamorous companies investors have
decided aren’t beneficiaries of the Al
boom-such as software maker Work-
day, telecom-equipment giant Ericsson,
and moving-and-storage giant U-Haul.
The common theme in all three hold-
ings: Dominant competitive positions,
strong balance sheets and valuations
beaten down in a lofty market. “There’s
been a real gravitation toward a small
group of high-flying stocks,” says Green.
“That creates opportunities elsewhere.”
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It’s an approach that fits squarely into
the culture and history of Hotchkis &
Wiley, a Los Angeles-based asset man-
ager founded in 1980 by John Hotchkis
and George Wiley. Their original phi-
losophy-buy good companies at low
valuations and let time do the work-
still defines the firm today. Hotchkis, a
co-founder of L.A. asset management
giant Trust Company of the West, and
Wiley, a stock broker who was a found-

ing investor of pension consulting firm
Callan Associates, built their investment
firm around the idea that valuation dis-
cipline, deep research and intellectual
debate could consistently beat markets.
Merrill Lynch acquired the firm for $200
million in 1996, but mismanaged it and
eventually sold it back to its managers
including Wiley’s daughter Gail Bardin,
who retired in 2004. During the Mer-
rill turmoil, Hotchkis’ daughter, Sarah



Ketterer, left to co-found Causeway
Capital in 2001, another value investing
outfit, which now has $67 billion in assets.

Forty-five years after its founding,
its value-investing DNA s still intact.
Roughly half the firm’s 77 employees
work on the research side, and hiring
into that team remains fiercely compet-
itive. Green joined the firm in 1997 after
stints at Prudential and Goldman Sachs
Asset Management. In 2001, he was part
of the group of partners that bought
back the firm and took it private. Assets
under management have climbed from
$4 billion at the time of the buyout to
about $35 billion today.

Green is a manager on the firm’s Small
Cap Value, International Value and its
Value Opportunities, which launched at
the end of 2002. Value Opportunities,
an all-cap go-anywhere strategy with
anywhere between 45 to 75 holdings,
has performed the best. Since incep-
tion, the fund’s Institutional share class
has returned 12.5% annualized, beating
its benchmark, the Russell 3000 Value
Index, by about three percentage points
and besting the S&P 500’s annual return
of 9.6% over the same period. Most of
the fund’s investors have been funneled
into it via various financial advisors and
brokerage firms like Edward D. Jones
and Schwab, where the sales charge
may be waived.

The top ten positions in Green’s fund,
including Workday, SLB Ltd. (formerly
known as Schlumberger), F5, Inc. and
Havas NV, account for roughly 45% of
assets, and turnover averages 76%, re-
flecting a habit of leaning into volatil-
ity—adding when sentiment collapses
and trimming when valuations run
ahead of fundamentals.

So far 2025 has been challenging. The
fund is up 9.7% year-to-date, trailing
the S&P 500’s Al-supercharged 15.3%
return. Unbothered Green argues that
narrow markets eventually broaden-
and disciplined value investors are typi-
cally well-positioned when they do.

Green’s valuation lens starts with en-
terprise value to sales, but the most

important metric is enterprise value to
operating income (EV/EBIT), paired with
a long-term view of how that operat-
ing income can grow. “A low multiple
doesn’t matter if earnings are shrinking,”
says Green. “We want cheap companies
where the underlying business is stable
orimproving.”

His largest holding, at 8% of his
portfolio, is Workday, the enterprise-
software maker and cloud-based plat-
form used by roughly hundreds of large
companies to manage everything from
HR functions like payroll to financial
processes like accounting. The market
views Workday as an anti-Al story—ex-
posed to corporate headcount, poten-
tially vulnerable to new competitors
using generative Al to write software
more cheaply. Shares have fallen 1%
in 2025.

“What looks like a competitive threat
may actually be additional business,”
says Green, adding that Al may be a
powerful tool, but replicating the com-
plexity, compliance requirements and
integration depth of Workday’s plat-
form-embedded inside the workflows
of global corporations-is far harder
than investors assume. With churn be-
low 2% and a high percentage of recur-
ring revenue, Workday behaves more
like infrastructure than a trendy tech
stock. Today it trades around five times
enterprise value to sales, a level Green
notes is closer to where private-equity
buyers acquire inferior software com-
panies. “For a dominant, established
firm, the valuation compensates more
than enough for the risks,” he adds.

A similar logic applies to global tele-
com-equipment leader Ericsson, an-
other top holding, based in Sweden with
roughly $24 billion in annual revenue. It
trades around 11X enterprise value to
sales, and management has targeted
15-18% operating margins, implying
roughly six times EV/operating income—
a low valuation for a global leader in a
market likely to grow as mobile data con-
sumption accelerates. “All else equal,”
says Green, “if you can buy the leading

company with the best technology at a
good valuation, that’s attractive.”

If Workday represents misunderstood
tech and Ericsson discounted global in-
frastructure, Reno, NV-based U-Haul is
Green’s most classic value play—-domi-
nant market share, high brand recogni-
tion, and temporarily depressed earn-
ings. The $5.6 billion revenues company
dominates the DIY moving market and
with more than 24,000 locations world-
wide, has more outposts than McDon-
ald’s or Starbucks. U-Haul has a market
cap of only $9 billion with shares down
nearly 30% in 2025 alone. It is roughly
10 times larger than its nearest com-
petitor, Penske. Green especially likes
U-Haul’s expansion into self-storage, a
business with high margins and minimal
maintenance. “Whenever somebody
drives one of their trucks on the free-
way, people drive by and go, ‘Oh, there’s
a U-Haul)” says Green. “That’s free
advertising.”

Green sees opportunity from three
temporary  headwinds that have
weighed on current earnings: Elevated
depreciation after buying trucks at
peak Covid prices, early-stage losses
from a rapidly expanding self-storage
business that takes years to fully lease,
and temporarily low domestic mobil-
ity due to high mortgage rates. Adjust
for those factors, Green argues, and
U-Haul trades at less than 9x “normal”
edrnings—an appealing entry point for a
franchise with unmatched scale.

Looking ahead, Green’s macro view
is restrained: “Expect more modest, his-
torically normal returns,” he says. “There
seem to be two different markets: an Al
market that is booming, and a broader
economy that is a bit weaker.”

As for Al itself, Green is neither a skep-
tic nor a true believer. “Al is definitely
real and game-changing,” he says. “But
| haven’t yet seen the return on invest-
ment that will be necessary to justify the
level of spending we're seeing.” In the
meantime, he’s content to buy the com-
panies the Al mania forgot-and let the
rest of the market catch up later.
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The performance data quoted represents past
performance and does not guarantee future results.
Current performance may be lower or higher. Investment
return and principal value of the fund will fluctuate, and
shares may be worth more or less than their original cost
when redeemed. To obtain performance data current to
the most recent month-end, access our website at
www.hwem.com.

Hotchkis & Wiley Value Opportunities Fund standardized
performance - from the dropdown menu, select month-end
or quarter-end standardized fund performance.

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.

The fund is non-diversified and may invest in foreign
securities, junk bonds, derivatives, or small/mid cap
companies. Please read the fund prospectus for a full
list of fund risks. All investments contain risk and may
lose value. Equities, bonds, and other asset classes have
different risk profiles, which should be considered when
investing.

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. Hotchkis & Wiley ("H&W") is not responsible for any
damages or losses arising from any use of this information.

The portfolio manager’s views and opinions expressed are as of
November 26, 2025. Such views are subject to change without
notice and may differ from others in the firm, or the firm as a
whole. The portfolio managers comments may include
estimated and/or forecasted views, which are believed to be
based on reasonable assumptions within the bounds of current
and historical information. However, there is no guarantee that
any estimates, forecasts or views will be realized. In the event of
new information or changed circumstances, H&W reserves the
right to change its investment perspective and outlook and has
no obligation to provide revised assessments and/or opinions.

\\ Hotchkis
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Information obtained from independent sources is considered
reliable, but H&W cannot guarantee its accuracy or
completeness. Certain information contained in this material
represents or is based upon 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.

Click on link for top ten Fund holdings: Hotchkis & Wiley Value
Opportunities Fund. Fund holdings are subject to change and are
not recommendations to buy or sell any security. Diversification
does not assure a profit nor protect against loss in a declining
market.

Al - Artificial Intelligence; DIY — Do-it-Yourself; Enterprise Value
(EV) measures a company'’s total value; Earnings Before Interest
and Taxes (EBIT) is a company’s operating profit without
interest expenses and income taxes; Operating income is the
amount of profit that a company has realized after its operating
expenses are deducted; and Normal Earnings refers to a
company’s income that has been adjusted to remove revenue,
expenses, or effects of seasonality.

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.

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
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