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The Asia Strategy seeks to invest in companies that operate mainly in Southeast Asia that supply goods in support of the export 
trade, capture the full return potential of manufacturing that increasingly involves automation and higher value-added goods, 
address the needs of a rising consumer class in Asia, benefit from China plus one theme, and/or generally benefit from the higher 
growth profile of the region. 
 
Market Environment: 
Asian markets’ poor performance in the quarter can largely be attributed, we believe, to two factors: COVID and China. From 
the onset of the pandemic, governments in the region have consistently demonstrated a low tolerance for disease outbreak and 
have been quick to shutter factories, institute curfews, and curtail travel to prevent spread. Consequently, Asia has not yet enjoyed 
the strong economic recovery seen elsewhere globally, particularly in the U.S.  
 
As for China, the neo-Maoist “Common Prosperity” initiative of the Chinese Communist party has dampened enthusiasm globally 
for China investments. The country is emphatically trending toward more state intervention into the private sector. Common 
Prosperity is a policy characterized by a preference for state-owned enterprises over private ones, smaller companies over larger 
ones, and increased scrutiny of foreign participation in China’s economy.  Additionally, much has been made in the media about 
the China Evergrande debt crisis. And for good reason. Evergrande is by far China’s largest property developer.  A default on its 
bond obligations of this highly leveraged company would significantly raise the risk premium associated with China investments. 
   
We are disappointed with market performance in the quarter but believe that therein lies the opportunity. Governments have 
migrated from a zero COVID mentality to the more reasonable position of allowing some infection while keeping the place open 
for business. This new attitude should help drive growth throughout the region. China will remain a nagging concern.  However, 
given China’s export strength, substantial foreign reserves, and a relatively strong currency, China should have some room to 
reduce interest rates and its bank reserve ratio to stimulate growth. As for Evergrande, we do not believe that the firm will be 
allowed to fail as there would be intolerable systemic repercussions to a Lehman like collapse. A bailout will bring near term 
relief to markets, but long-term concerns over excessive fixed asset investment, particularly in the property sector, will remain.   
 
Contributors and Detractors: 
The portfolios were marginally down during the quarter but performed well on a relative basis against the regional benchmarks. 
Generally, our Japanese and Taiwanese holdings and our significant underweight positions in China and Hong Kong, both of 
which performed poorly during the quarter, contributed to relative outperformance. Our stocks in companies that provide hardware 
and software to a variety of processing industries performed well during the period. Additionally, our higher yielding equities 
also contributed substantially to outperformance. 
 
Portfolio Activity: 
Cash levels moved up slightly during the third quarter and into the first few days of the fourth quarter as we were only active on 
the sell side. In August, we exited our position in Kerry Logistics (Hong Kong – shipping and supply chain solutions) ahead of 
the anticipated closing date of the company’s merger with S.F. Express, a Mainland freight forwarder and logistics company, 
based on deal execution concerns. Additionally, at the close of the period, we reduced our Taiwanese manufacturers’ exposure 
on strength and over some concern that factory closures due to COVID would impact third and fourth quarter earnings.   
 
Outlook and Positioning: 
We are looking to become fully invested to take advantage of the region’s pullback courtesy of COVID and China fears.  Southeast 
Asia is more our focus than Greater China. We believe that companies will increasingly diversify their geographic footprint away 
from China with Southeast Asia being a key beneficiary. We also have high hopes for south Asian consumers and expect to add 
to our consumer related holdings. We have an interest in financials as we expect a steepening yield curve to be beneficial to this 
industry group.  Dividend growers remain a priority for us in a rising, but still low, interest rate environment.  We intend to avoid 
direct China exposure, as we always have, but now only more so for reasons discussed above. 
 
 
 
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. 


