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The Longview Strategy is a concentrated global long-only equity portfolio with a target of 25 positions. We prioritize investments 
first by their end market prospects (demand) and secondly by their position in the marketplace (supply-side). Once comfortable 
with end markets and the company’s position, we consider the business quality and the merits of the management team. If it is the 
right business with the right partners, we know we want to own the stock and it only depends on price to signal the right entry 
point. Valuation only determines when we make investments and not the type of investments we make.   
 
Market Environment: 
We are cautiously optimistic as the economy reopens and continues to gain momentum. However, things are changing quickly, 
and it is the rate of change that is the cause of our caution. Inflationary pressures continued to rise, and long-term rates have 
climbed at the fastest rate in years. Inflation expectations are at the highest levels in over ten years. With the Fed’s dovish position 
on rates and its continued aggressive QE policy, we consider the risk of “overshooting” to be substantial and warrants attention 
from investors. This is especially the case given the Federal government’s spending plans for 2021 and beyond as the fiscal deficit 
relies on external financing at reasonable rates in order to carry off the additional debt burden.   
 
Contributors and Detractors: 
Some of the largest contributors to portfolio performance in the first quarter were United Rentals, Mohawk Industries, Now Inc, 
and Frank’s International. These all represent cyclical businesses that are extra sensitive to a rising economy. Frank’s and DNOW 
are oil and gas service companies which benefited from improving energy sector outlook as commodity prices rose.  Mohawk 
and United Rentals are industrial companies serving the residential construction and remodeling markets in the U.S. which also 
benefited from the ongoing recovery.   
 
Twitter was also a strong contributor to portfolio performance. The social media platform has both attractive end markets and 
growth prospects given the global reach, 150 million daily users, and above average engagement per user. Unfortunately, we felt 
the company had been mismanaged for much of its life as a public company. Our interest grew when Paul Singer of Elliot 
Management, an activist investor, established a stake at the end of 2019. By the second quarter of 2020, the combination of 
Singer’s involvement and what we determined to be a still depressed valuation gave us confidence to initiate a position. On the 
heels of a strong earnings report during this quarter, the company held an investor day that delivered a message of discipline and 
accountability from the management team and introduced new product lines to drive revenues including subscription fees aimed 
at improving the monetization rates of its massive user base.  
 
The largest detractor for the quarter was Spotify. The premier global audio streaming application generates revenues from 
advertising and user subscription fees. It has over 300 million monthly users of which 160 million are subscribers paying an 
average of five dollars each.  The stock reported strong earnings during the quarter and held an investor day which saw it announce 
a variety of new initiatives that underpinned an increase in their long-term profitability guidance which was more in line with our 
elevated expectations. We believe the market’s rotation away from technology during the quarter and into more cyclical sectors 
hurt the stock and its weakness was unrelated to underlying fundamentals.  We are excited about the company’s prospects at these 
valuation levels and continue to hold an above average sized allocation following our purchase in 2019.   
 
Portfolio Activity: 
With the strong market performance during Q1, excluding tax related trades, we did not add new or increase existing positions. 
We reduced a few positions on strength including Expedia and Frank’s International.  
 
Outlook and Positioning: 
We continue to favor a barbell allocation to the portfolio’s investments with one group positioned to likely benefit from rising 
inflationary forces (United Rentals, DNOW, Liberty Latin America), while the other group will likely benefit from a continued 
lower for longer environment (Spotify, JD.com, Twitter).   
 
 
 
 
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. 
 


