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Average Annual Returns (%)1 (as of 12/31/22)  

 Q4 YTD 1 yr 3 yr 5 yr Since 
Incpt. 

YASSX (Class I) 16.24 -13.59 -13.59 6.56 3.66 7.682 
YASLX (Class Z) 16.26 -13.57 -13.57 6.66 3.75 6.033 
MSCI ACWI All Cap 
Index 

9.85 -18.44 -18.44 3.89 4.93 5.943 
 

YASSX (Class I) Expense Ratio (Gross/Net): 2.29%/2.29% 
YASLX (Class Z) Expense Ratio (Gross/Net): 2.19%/2.19%  
 

 

The performance data shown represents past performance. Past 
performance is not a guarantee of future results. The investment return and 
the 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. 
For performance information through the most recent month end, please 
call 800.835.3879 or visit our website at amgfunds.com. From time to time 
the advisor has waived fees or reimbursed expenses, which may have 
resulted in higher returns.  
 

For the twelve months ending December 31, 2022, AMG Yacktman Special 
Opportunities Fund (the “Fund”) Class I shares returned -13.59%, ahead of the  
-18.44% decline in the MSCI ACWI All Cap Index. Markets staged a relatively sharp 
rally from October lows, but ended with a whimper, bucking the usual seasonal 
uplift into year-end. Pull up a price chart for the market in 2022 and the volatility 
is plain to see, with sharp rallies and steep pullbacks. The overall trend though, 
was down. The sharp selloff in bonds due to rising interest rates combined with 
falling stock prices meant there were few places to hide. It was one of the worst 
years for the traditional 60/40 equity to bond portfolio in the past century. Add 
persistently high inflation, and real returns were even worse.  

While equity markets have fallen, a pullback from high prices does not 
automatically mean the risk/reward has improved. Many of the risks mentioned 
in our previous letters do not appear to be “fixed”. Valuations on expected 
corporate profits remain elevated and will likely face downside pressures as 
margins squeeze lower. Bargain securities are still rare in our core universe (we 
avoid the money-losing, speculative corners of the market which have crashed 
the hardest to date). Our view remains that it is a market for caution, not greed. 

 
 
1 Returns for periods less than one year are not annualized. 
2 Since the inception of the Fund’s Class I shares on June 30, 2015. 

Rather than getting too caught up in the macro forecasting game, our plan for 
2023 remains the same: we will invest on a bottom-up basis in individual 
securities offering solid risk-adjusted returns. 

Portfolio Review 
The Fund ended the year with a 50.4% weighting in the top ten holdings as a 
percentage of net assets. We believe this concentration is a key differentiator 
relative to our peers and the market. One notable change in the Fund’s top ten 
holdings was Trecora Resources (“Trecora”), which was exited after being 
acquired earlier in the year. Somewhat unusually, Trecora was the only M&A 
transaction in 2022 following a handful of deals in 2021. Buyouts like these have 
provided more meaningful performance contributions in prior years. The other 
factor that has weighed on results is the strength of the U.S. Dollar (“USD”). The 
Fund is overweight in small-cap international stocks by a considerable margin 
relative to the benchmark index. As foreign currencies weaken, the translated 
value of those small-cap international holdings into USD falls. Any reversion here 
may be a significant tailwind to Fund performance. 

It was also an above-average year for trading activity, as we responded to fund 
flows in a challenging and volatile trading environment. While slightly elevated 
this year, the Fund’s average annual turnover over the years has been around 
30%, which strikes us as a good balance between long-held investments (we 
still own several securities that were in the Fund at inception eight and a half 
years ago) and new positions. We exited several marginal positions and ended 
the year with 47 holdings in the Fund. Our cash position is 7.4%, providing plenty 
of capital to deploy into new ideas. We anticipate volatile markets will produce 
opportunities to invest this capital at good returns in the coming year. 

Value Investing in Down Markets 
We recently re-read an essay from Paul Graham, the venture capitalist and co-
founder of Y Combinator. Written in 2005 and entitled What You'll Wish You'd 
Known, Graham writes with advice to high school students. One section of the 
piece discusses the importance of optionality in figuring out long-term goals. He 
writes, “Flying a glider is a good metaphor here. Because a glider doesn't have an 
engine, you can't fly into the wind without losing a lot of altitude. If you let 
yourself get far downwind of good places to land, your options narrow 
uncomfortably. As a rule, you want to stay upwind.”  

Staying upwind seems like an apt metaphor for value investing as well. A cheap 
purchase price provides a lot of “landing spots” that can result in a satisfactory 
rate of return, even in the face of underwhelming business performance, 
disappointing management execution, or poorly timed economic downturns. It is 

3 Since the inception of the Fund’s Class Z shares on June 30, 2014. 
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foundational to our investment process that paying a sensible price in relation to 
business value provides a margin of safety against unknowns and mistakes. 

On the opposite end, many growth investors, especially in the past few years, 
purchased businesses at sky-high multiples without any margin of error. Those 
companies at those prices HAD to be wildly, even historically, successful to 
justify the valuation. They were downwind, committed to a course with no ability 
to adjust. Many crashed and burned in 2022 without a proven business model or 
path to profitability. They simply ran out of options.  

The largest gains (albeit usually temporary) often occur during roaring bull 
markets when everything seems to be flying up at once. Everyone appears to be 
winning. In bull markets, “buying a piece of a business based on expected cash 
flow” becomes “buying on the hope of selling a stock at an even more inflated 
price.” That worked for a while—even a long while in recent years. This mood 
permeated much of the last decade or more (with a sharp, but only brief, 
interruption from COVID), culminating in a blow-off in speculative behavior in 
2021. As we enter 2023, investor mood has changed. As sharp as 2022’s -18% 
market decline has been, even more turmoil was under the surface, with many 
speculative story stocks down multiples more than that. Even mega-cap stocks 
with “real” business models saw sharp corrections from previously high 
valuations despite generally good results.  

Why do we focus on value investing? One reason is that the future is uncertain. 
That’s uncomfortable, and that discomfort is even more acute during drawdowns. 
Who knew that a global pandemic would temporarily shut down the world? Who 
believed that oil prices could go negative? What shock will it be next? Our goal is 
to invest in companies that can withstand the inevitable surprises and still earn 
a satisfactory outcome. Valuation is a huge part of that calculus. We believe the 
Fund’s portfolio—full of above-average businesses with conservative balance 
sheets at below-average valuations—has a lot of options. Staying upwind does 
not generate the same excitement as racing ahead, but boring is good if it leads 
to a safe landing. 

Contributors/Detractors 
The three largest contributors were Total Energy Services (“Total Energy”), 
Trecora, and Amplify Energy (“Amplify”). All three share the characteristic of 
being “real economy” businesses across the energy and chemicals sectors. We 
discussed Trecora in our first half letter following its buyout by private equity in 
early 2022. We continue to be impressed with Total Energy’s management, as 
they have navigated through one of the most challenging periods in oilfield 
services, buying shares personally the entire way. We expect pricing power to 
finally show up in Total Energy’s results in 2023. Amplify is an upstream oil & gas 
holding. Unfortunately, the company suffered from a well-publicized oil spill off 
the coast of California at its Beta field in late 2021. The shares sold off in a panic 
immediately following the news, although it turned out to be much less dire than 
initially feared. While the cause of the oil spill is being litigated, Amplify’s insurers 
are covering most of the cleanup cost and the Beta field will likely restart in early 

2023, after repairs are finished. With the spill overhang cleaned up, Beta back 
online, and old commodity hedges rolling off, Amplify’s earning potential should 
finally shine through. 

The three largest detractors were Naked Wines, Italian Wine Brands (“IWB”), and 
Brickability. In our past letters we have discussed the missteps made by Naked 
Wines—underperforming marketing spend, inflated cost base, inappropriate debt 
structure, and excess inventory. We invested with the belief that Naked Wines 
had a profitable underlying business underneath even if the pandemic tailwinds 
were temporary. While still early, management has fixed the leverage issues, 
reduced costs, and pivoted to profitability. Inventory is still elevated but 
management has committed to reducing it meaningfully over the next 18 months, 
unlocking significant cash to help re-focus on growth if marketing paybacks are 
there. Either way, we expect the market will look favorably on the change in 
strategy toward profitability and shareholder return, once management 
demonstrates it can execute the new plan.  

While sharing a product category with Naked Wines, IWB is a different business 
model. IWB’s largest business unit is a wholesaler of branded Italian wine to 
retail stores like grocery chains. As a European business, IWB faced extreme 
inflation and product shortages across many areas of its supply chain. The lag in 
passing through those costs has impacted margins, but we expect a reversion 
back to the normal profit structure in 2023.  

While our other two detractors saw some deterioration in financials or growth 
potential, Brickability’s share price did not suffer from poor earnings (which have 
been excellent across the board, with fiscal year 2022 another record year), but 
rather macro sentiment. As a brick merchant and building products distributor, 
over half of Brickability’s sales go into new home construction. Given the hike in 
interest rates, that end market will likely slow in 2023. Yet Brickability is 
executing extremely well across both operations and M&A, with an opportunity 
to gain further market share from weaker competitors. With essentially no debt 
and capable management, we expect them to navigate through a more difficult 
period. 

Conclusion 
We recently read The Prize: The Epic Quest for Oil, Money, and Power by Daniel 
Yergin, a comprehensive history of the energy business going back to the 
discovery of oil in 1859 by “Colonel” Edwin Drake in Titusville, PA. As we reflected 
on 2022, one exchange in the book stood out. It relays a conversation with 
Marcus Samuel, the founder of Shell (which merged with Royal Dutch to create 
the global energy major). Samuel is extremely important in the early history of 
the oil markets, but in this quote, he was being criticized by one of his business 
partners on his management style: “There seems only one idea: sink capital, 
create a great bluster, and trust to providence. Such a happy-go-lucky frame of 
mind in business I have never seen before … business like this cannot be 
conducted by an occasional glance in one’s spare time, or by some brilliant coup 
from time to time. It is steady, treadmill work. … Unless some very radical change 
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is made, the bubble will burst.” The past decade or more has been full of bluster. 
It appears a bubble has burst in a meaningful portion of the more speculative 
risk assets, although it may be too early to tell if that will bleed further into the 
broader market and economy. If so, the next years will be harder than the ones 
before, and many investors are unprepared for a market offering much poorer 
returns. We believe value investing’s steady, incremental progress will matter 
once again. Our objective remains to produce attractive risk-adjusted returns 
over a full market cycle. We appreciate the AMG Yacktman Special Opportunities 
Fund shareholders who entrust us with their capital to pursue this goal. 
 
This commentary reflects the viewpoints of the portfolio manager, Yacktman Asset 
Management LP, as of December 31, 2022, is not intended as a forecast or 
guarantee of future results, and is subject to change without notice.  
 

 
Top Ten Holdings (%)4 (as of 12/31/22) 

Holding % of Net Assets 

Omni Bridgeway Ltd 9.11 
Total Energy Services Inc 8.76 

U-Haul Holding Co Non-Voting 4.96 
Texhong Textile Group Ltd 4.62 

Brickability Group PLC 4.57 
Italian Wine Brands SpA 4.20 

Legacy Housing Corp 4.19 
B&S Group Sarl 144A 3.55 

Delfi Ltd 3.24 
America’s Car-Mart Inc 3.10 
TOTAL % 50.30 

 
Disclosure  
Investors should carefully consider the fund’s investment objectives, 
risks, charges, and expenses before investing. For this and other 
information, please call 800.835.3879 or download a free prospectus. 
Read it carefully before investing or sending money.  
Past performance is no guarantee of future results.  
The Fund is subject to the risks associated with investments in debt securities, 
such as default risk and fluctuations in the perception of the debtor’s ability to 
pay its creditors. Changing interest rates may adversely affect the value of an 

 
 
4 Mention of a specific security should not be considered a recommendation to buy or a 
solicitation to sell that security. Holdings are subject to change. 

investment. An increase in interest rates typically causes the value of bonds and 
other fixed income securities to fall.  

High-yield bonds (also known as “junk bonds”) are subject to additional risks 
such as the risk of default.  

Investments in international securities are subject to certain risks of overseas 
investing including currency fluctuations and changes in political and economic 
conditions, which could result in significant market fluctuations. These risks are 
magnified in emerging markets. 

The Fund is subject to risks associated with investments in mid-capitalization 
companies such as greater price volatility, lower trading volume, and less 
liquidity than the stocks of larger, more established companies. 

The Fund is subject to risks associated with investments in small-capitalization 
companies, such as erratic earnings patterns, competitive conditions, limited 
earnings history, and a reliance on one or a limited number of products.  

Market prices of investments held by the Fund may fall rapidly or unpredictably 
due to a variety of economic or political factors, market conditions, disasters or 
public health issues, or in response to events that affect particular industries or 
companies. 

Companies that are in similar businesses may be similarly affected by particular 
economic or market events; to the extent the Fund has substantial holdings 
within a particular sector, the risks associated with that sector increase. 

The Fund invests in value stocks, which may perform differently from the market 
as a whole and may be undervalued by the market for a long period of time. 

The MSCI ACWI All Cap Index captures large, mid, small and micro-cap 
representation across certain Developed Markets (DM) countries and large, mid 
and small cap representation across certain Emerging Markets (EM) countries. 
The index is comprehensive, covering a significant percentage of the global 
equity investment opportunity set. Please go to msci.com for the most current list 
of countries represented by the index. Unlike the Fund, the index is unmanaged, 
not available for investment, and does not incur expenses. 

The S&P 500® Index is a capitalization-weighted index of 500 stocks. The S&P 500 
Index is designed to measure performance of the broad domestic economy 
through changes in the aggregate market value of 500 stocks representing all 
major industries. 

Any sectors, industries, or securities discussed should not be perceived as 
investment recommendations. Any securities discussed may no longer be held in 
the Fund’s portfolio. It should not be assumed that any of the securities 
transactions discussed were or will prove to be profitable, or that the investment 
recommendations we make in the future will be profitable. 

AMG Funds are distributed by AMG Distributors, Inc., member FINRA/SIPC. 


