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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 investment opportunities post-pandemic 
in U.S. companies. 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: 
Despite the market’s advance this year and some signs of fatigue, we remain constructive on equities. The Delta phase of the 
pandemic appears to be waning and absent a setback on the virus front, the varied economic dislocations caused by the virus 
should abate. We expect a global, synchronous recovery characterized by robust demand for goods and services and the repair of 
a supply chain that was badly damaged by widespread sporadic, pandemic-related shutdowns. While unprecedented fiscal and 
monetary stimulus will likely slowly be withdrawn, monetary conditions should remain accommodative. There are risks. The 
virus may mutate and thus remain a threat, crimping our growth outlook. Inflation could remain at an uncomfortably elevated 
level; interest rates, therefore, may continue to rise, perhaps rapidly, if the Fed is forced to drain liquidity from the system 
aggressively. Finally, we believe earnings must be strong in the coming quarters to justify generally high valuations across 
equities.   
 
Contributors and Detractors: 
The third quarter produced a muted performance in our Core strategy. The portfolios finished marginally negative for the period 
while the S&P 500 was roughly flat. Two financial sector stocks, Regions Financial and AIG, posted positive returns for the 
quarter. The financial sector performed strongly relative to the S&P 500 as long-term rates spiked producing a tailwind for bank 
and insurance company profits due to the higher anticipated yields on interest-earning assets.  Spotify and Seagate, two technology 
holdings, were the largest detractors to performance. 
 
Portfolio Activity:  
We initiated two new positions during the third quarter. Knight Swift is a national trucking company that is moving into logistics 
and less than load freight with the acquisition of AAA Cooper. The company is benefitting from structural changes in the industry 
as big data improves the efficiency of fleets.  We have high expectations for increased capacity utilization at AAA Cooper and, 
therefore, margin improvement. Mersen is a French electrical equipment manufacturer servicing multiple industries including 
transportation and the EV market, industrials, aerospace, the smart grid, medical facilities residential property, and data centers. 
There is some cyclicality in Mersen, but it also should benefit from a secular growth theme. We view it as a decarbonization story, 
a company that is not on the front lines of the climate change war but more in the trenches eking out benefits to the environment 
one energy efficient unit at a time. We trimmed Compass Minerals on the news of a lithium metal discovery in their Salt Lake 
operation.  The market excitement following the announcement gave us an opportunity to reduce exposure on strength. We also 
trimmed Tapestry as we were concerned about the heavy discounting trends at their second-largest segment Kate Spade and rising 
input costs. The stock has had strong year-to-date performance, and we thought it prudent to trim.  
 
Outlook and Positioning:  
We began the year with a highly cyclical portfolio due to our concentration of holdings in the industrials, materials, real estate, 
and financials sectors; therefore, despite our favorable stance on U.S. equities, we remain focused on reducing overall market risk 
in the Core strategy. We intend on continuing a migration begun earlier this year away from cyclicality to securities less sensitive 
and less correlated to market movement. We intend to reduce exposure to cyclical companies that get a post-Delta boost on 
strength and add to reasonably priced, stable growers that may benefit from the tailwinds of durable secular themes including 
digitization, electrification, factory automation, and housing. To the extent quality growth stocks are damaged by rising interest 
rates, we would also be inclined to add to growth should valuations get cheap enough. 
 
 
 
 
 
 
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. 

 


