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The International strategy seeks investment in companies that are domiciled outside the U.S. or U.S. based companies with 
substantial international operations.  It is a broad market, style agnostic strategy that includes companies across the market cap 
spectrum with investments in value, growth, and growth-at-a-reasonable price companies.   
 
Market Environment: 
International equity markets were lackluster in the quarter as the Delta variant of COVID weighed on sentiment. Despite the 
success of the vaccine rollout globally, there was a reacceleration of spread which exacerbated supply chain disruptions and 
contributed to upward price momentum in goods and services. Investors have become increasingly concerned about rising input 
costs in their earnings outlook.  
 
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.   A default on a bond payment would not be well received by the market. 
   
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 alleviate supply chain dislocations, moderate inflation, and drive growth worldwide. 
China will remain a nagging concern. However, given China’s export strength, substantial foreign reserves, and a relatively strong 
currency, China has some room to reduce interest rates and its bank reserve ratio to stimulate growth.  We do not believe that 
China will allow China Evergrande to fail. The post Delta period should be positive for markets. 
 
Contributors and Detractors: 
Both the portfolios and most of the international indices were marginally down for the period. Our Asian holdings, specifically 
those tied to China and Hong Kong, including Tencent and Johnson Electric, were among the largest detractors. Our Japanese 
factory automation company, Omron, was the largest contributor to performance in the quarter.   
  
Portfolio Activity: 
During July, we initiated positions in two French companies. 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 benefits 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 efficiency unit at a time. Verallia is the world’s third-largest producer of glass packaging 
for beverages and food products. We see glass as playing an increasingly important role in packaging for the next decade; demand 
should increase at roughly twice global trend growth. 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.  We justified our early exit on deal execution concerns. 
 
Outlook and Positioning: 
While cash levels drifted slightly higher during the period, we are still looking to become fully invested to take advantage of the 
attractive valuations made possible courtesy of COVID and China fears. We have some interest in Europe as we believe economic 
activity will accelerate export growth and a more fulsome opening of the continent to tourism. Japan is also of interest in valuation 
although that market may be weighed down by sentiment surrounding the redistributionist domestic agenda of the new Prime 
Minister, Fumio Kishida. Asia remains our main focus, with Southeast Asia favored over Greater China. We believe that 
companies in the region will increasingly diversify their geographic footprint away from China with Southeast Asia being a key 
beneficiary. 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. 


