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In the SeaBridge Core Strategy, we seek investments primarily in U.S. equities—and opportunistically international equities.  We 
have a particular interest in the changes to consumer behavior induced by the pandemic related to e-commerce, remote work, 
and a focus on home improvement. We believe these trends are secular and will generate abundant investment opportunities in 
U.S. companies post-pandemic. Core is a style agnostic strategy that may hold value as well as growth equities so long as there 
is a path evident for value to be realized and growth is reasonably priced.  
 
Market Environment: 
U.S. equity markets traded higher in the quarter on expectations for a strong post-pandemic economic rebound. Generally, value 
stocks were favored compared to growth stocks during the period. Banks, materials, industrials, home improvement, and travel 
and leisure were among the advancers; health care and technology lagged. Markets ended the quarter in a more sober mood despite 
an accelerating pace of vaccine rollout and the passage of a nearly $2 trillion government relief package. The reality of rising 
rates, higher expected inflation, and looming higher taxes may keep markets anchored even in the face of a robust economic 
reopening, which we expect. In the short term, we are cautious but not pessimistic.    
 
Contributors and Detractors: 
Once again, value stocks outperformed during the period and Core strategy portfolios continued to largely follow the same path.  
The breadth of contributors to the portfolio’s strong performance was wide with roughly a dozen holdings providing 50bps or 
more of absolute contribution, but the standout performer was the media conglomerate ViacomCBS. Volatility was high during 
the period as it advanced almost 170% since the end of last year to March 22nd and has fallen by more than 50% since. This 
volatility was attributed to Archegos Capital Management’s large exposure to the stock. Leveraged bets on ViacomCBS as well 
as other stocks went awry and caused a forced liquidation of their entire fund. Other firms with large exposure to ViacomCBS 
have been caught in the middle, especially the prime brokers used by Archegos. These firms have scrambled to close out positions 
and stem losses. During the up 170% move, we trimmed accounts on multiple occasions, reduced the position sizes by 75% in 
many cases, and locked in large gains before the stock came tumbling down. In a diversified 30-40 stock portfolio, it is rare to 
not have any meaningful detractors to address, but this quarter qualified as one of those rare quarters. 
 
Portfolio Activity: 
In the prior quarterly commentary, we mentioned that there would likely be an increase in sales activity. This held true during Q1 
as we trimmed Compass Minerals (road salt), CF Industries (fertilizer) Seagate Technology (computer hardware), Howard Hughes 
(real estate), Viacom (media), Iron Mountain (record storage), Weyerhaeuser (timber), and Hanesbrands (clothing) on strength 
and into the sharp market rotation out of growth to value stocks as noted above. These portfolio changes were made not because 
we have lost faith in the economic reopening, but because valuations seemed stretched in the short term. In addition, it helped 
manage some oversized positions and reduce concentration risk. We initiated a position in CVS which is a vertically integrated 
health care distribution company. We also initiated a position in Polaris, which manufactures recreational vehicles. The company 
commands a leading market share and has a long history of generating healthy margins and attractive returns on capital. The 
company has struggled in the past three years as it digested two acquisitions during 2016 and 2018 which expanded its footprint 
into boats and aftermarket products for Jeeps. Off road vehicles and snow mobiles are both the largest and most profitable 
segments for Polaris. It appears the company has reached an inflection point as sales are accelerating and they are taking market 
share in key segments. The channel inventory at dealers is its lowest on record which supports the view that end customer demand 
is accelerating. We think the stock is attractively priced at 15 times earnings. 
 
Outlook and Positioning: 
We recognize this portfolio activity has resulted in cash positions in the strategy that exceed our comfort level. It is our intention 
to reinvest cash as market conditions permit. In doing so, we will be valuation conscious and style agnostic.  We believe that there 
will be opportunities across the style spectrum, including growth, value, and higher yielding equities. We are particularly 
interested in what we call stable growers. These companies are generally less dependent on the business cycle to meet operational 
goals. Many have dividend yields that are attractive even in a rising interest rate environment. It is prudent to look past the 
expected post covid resurgence of the economy and begin to prepare for possibly less exuberant conditions. 
 
The views presented here represent the opinions of SeaBridge Investment Advisors based on analysis of publicly available information.  The opinions of other analysts based on these data may 
differ, including other analysts in SeaBridge. The conclusions of the analysis may not be realized in the future. There may be other factors which have more influence on future growth, economic 
recovery and market performance than those presented here. There may be errors in the data referenced in this analysis. Investment involves risk and past performance is not indicative of 
future performance.  This is for information only and should not be considered a solicitation or offering of any specific investment products or services.  This is not a recommendation to buy 
any security or sector.  SeaBridge may buy or sell securities for client or personal portfolios at any time in the future depending on individual circumstances or changes in SeaBridge’s conclusions 
about the outlook. There is no representation about the future performance of the stocks mentioned in the Commentary. There are other stocks in the portfolio that performed worse than the 
examples presented here.  SeaBridge’s opinion of the economic and market prospects may change in the future. There are differences among portfolios managed by SeaBridge in each strategy 
based on client-specific factors.  Not all portfolios hold the same securities. Not all stocks held in the portfolio perform similarly. SeaBridge manages portfolios in several styles. No part of this 
document is to be re‐produced without the written permission of SeaBridge Investment Advisors LLC. 

 


