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Market Environment: 
The U.S. market turned in a surprisingly strong performance in 2020, a year of pandemic that closed with a resurgence of the spread of 
the virus.  Despite the significant human toll and social distancing mandates, the U.S. economy reaccelerated after nosediving in the 
spring.  With vaccines now being distributed, the market is likely looking ahead to a much better year for the economy in 2021.  
Furthermore, the market is concentrating on the probability of further stimulus from a Democrat-controlled government rather than the 
possible negative impact of higher taxes on businesses and the wealthy.  Though stocks look expensive on a price to earnings basis, 
there remain opportunities in a market whose major indices have advanced largely because of large-cap technology stocks.   
  
Contributors and Detractors: 
Value stocks outperformed during the fourth quarter but lagged for the full year. Core strategy portfolios largely followed the same path.  
The quarter’s strength was driven by the concentration in cyclical holdings that benefited from the “Covid recovery” trade.  Some of the 
largest positive contributors to performance were Tapestry, Viacom, Alexander and Baldwin, Howard Hughes, Citigroup, and Regions 
Financial.  Each of these businesses has above-average sensitivity to changes in the global pandemic and shelter-in-place trends, so 
naturally, these names were the primary beneficiaries as news spread of the development of several Covid vaccinations that proved 
effective against the virus.  The largest detractors included Hanesbrands, Simpson Manufacturing, and Kimberly Clark. 
 
Portfolio Activity: 
In the prior quarterly commentary, we touched on our intentions and rationale for repositioning the strategy and broadening its 
investment parameters beyond the traditional focus of deeper value holdings.  In the past few years, these opportunities were often found 
in mature but cyclical end markets with stable industry structures primarily within the industrial, commodity, and real estate sectors.  
You will see an increase in the sales activity and a modest rise in cash levels at the beginning of the new year as we intend to reduce 
concentration in these areas.   Since year-end, we have used the continued rally to reduce our exposure mainly in commodities and real 
estate investments.  This activity included trimming investments in Compass Minerals (road salt), CF Industries (fertilizer), Alexander 
& Baldwin (real estate), Howard Hughes (real estate), and Seagate Technology (computer hardware).  We have also taken the 
opportunity provided by the substantial rise in the share price of Viacom (media) to trim.  As the gradual repositioning progresses, we 
will be sensitive regarding gains (this will drive varying levels of activity among accounts).  Throughout the year, we will look to either 
offset the gains by harvesting losses elsewhere or to defer the sales until future periods.  
   
Outlook and Positioning: 
Our intention is to reposition the portfolio over the next 12-18 months targeting a more balanced allocation across sectors and increased 
diversification from a broader set of holdings. With the economy expected to rebound strongly post covid, U.S. equities may continue 
to advance despite lofty valuations.  We will take the opportunity to trim exposure where valuations appear to outpace intrinsic value.  
Consequently, we may build cash reserves that are higher than the normal target levels of mid-single digits.  With the secular trend of 
global digitization of economies and dovish global central bank policy, we believe the time is right to begin to diversify our investments 
to include companies positioned to benefit from the powerful forces created when technological innovation combines with product reach 
and secular demand growth.   
 
We are searching to redeploy the proceeds opportunistically into areas that we find attractive and underrepresented by the current 
portfolio allocation.  This includes technology, communication services, and healthcare sectors, which we currently have minimal 
exposure, despite our view that the outlook and business quality found in these sectors remains appealing.   
 
 
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 abundant investment opportunities in U.S. companies post-
pandemic.  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.  
 
 
 
 
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. 

 


