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The Global Growth Strategy seeks to invest in a diversified portfolio with a target of approximately 40 holdings across the globe. 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, then we know we want to own the stock and the price should 
signal the right entry point.  Valuation determines when we make investments and not the type of investments we make.   
 
Market Environment: 
As core inflation metrics reach 30-year highs, our current base case economic view is one of reflation. We view GDP growth 
estimates as too low, inflation more likely to be stubborn than fleeting, and long-term rates likely to be heading higher. The U.S. 
consumer, which drives 70% of our economy, remains a positive tailwind for growth prospects. With an unprecedented level of 
savings stored away, we believe current rates of consumption relative to household income levels remain low. We see banks well 
capitalized and positioned to support any increases in loan demand as the steepening U.S. yield curve has increased their 
profitability. We view the U.S. government as the wildcard due to a wide range of policy issues being debated in Washington. 
The areas facing scrutiny span personal and corporate tax rates, stimulative fiscal spending with the pending infrastructure bill, 
and tighter regulations.   
 
At the Federal Reserve, it seems it is becoming increasingly difficult for the policy response to both support the recovery and 
ensure price stability. This impacts long-term interest rates. As the recent spike in consumer prices has been largely dismissed as 
transitory by the Fed, investors have started to question their credibility as evidenced by the rise of inflation expectations by the 
market. These measures are testing levels we have not seen in nearly a decade. The Federal Reserve finds itself in a predicament 
as easy monetary policy is stimulative for the recovery and inflation, while tighter policy likely lowers inflation and keeps a lid 
on long-term rates but at the potential risk of the next recession. In September, they signaled a continued dovish policy and were 
immediately met with a selloff in bonds and higher rates. This capped off a two-month rise in long-term rates and a fall in bond 
prices.   
  
Contributors and Detractors: 
We trailed the market during the third quarter as several of our growth investments followed the general market rotation away 
from growth as the quarter ended. The main detractors can be broken into two different groups. Some of the large-cap technology 
holdings in the portfolios, including Twitter and Spotify, were hurt in this rotation. Our Chinese holdings, which include Tencent 
and JD Health, were also a drag as Beijing signaled further regulation of online commercial activity. Some of the largest 
contributors to our portfolios’ performance were United Rentals, Kroger, Lowe’s, and Advance Auto Parts. United Rentals saw 
its stock price hit all-time highs following the news in Washington about the possible size of the infrastructure bill. 
 
Portfolio Activity: 
We increased the positions in the two Chinese holdings mentioned above. Officially, this multi-year cyberspace reformation 
program, which saw the first wave passed in 2018, was designed to improve consumer privacy, protect intellectual property, and 
discourage monopolistic practices. At the highest level, these reforms are not only productive but necessary for the world’s largest 
marketplace, which historically has been mired in activity like IP theft and false advertising scams. We were buyers into the 
weakness as we consider this akin to the first wave of regulations which proved to be an overaction. However, we recognize the 
risk the government may over-reach and fundamentally impair the earnings power of these digital platform companies. Therefore, 
we have chosen to manage risk through position sizing to ensure our exposure remains prudent.   
 
Outlook and Positioning: 
We believe the news from Merck in early October seriously reduced the risk that COVID will remain a persistent threat to 
sustaining global economic reopening. The company reported its new drug has been shown to reduce COVID hospitalization rates 
by 50% and is meant to be taken following infection by the virus. This could mean fewer than 7% of cases ultimately require 
hospitalization, which leaves us more constructive on the global outlook. We continue to favor a barbell allocation to the 
portfolios’ investments with a slight favoring towards reflationary investments. 
 

 
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. 
 


