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Market Environment: 
International markets may perform well in 2021 after turning in uneven results in the past year.  While Japan, Germany, and China 
equities advanced on the basis of a strong snapback of exports, performance in certain emerging markets including South America and 
SE Asia generally disappointed.  A strong global post covid economic rebound and a dollar that seems to be in a weakening trend are 
key macro conditions that may point to stronger foreign markets ahead.  Asia especially may shine.  North Asia including China, Taiwan, 
and Korea managed through the pandemic well and markets there, led by China, have performed quite well.  South East Asia, perhaps 
because countries there are more reliant on tourism, has been slow to rebound, and the stock markets there have reflected the relative 
economic underperformance.  With the virus currently held in check throughout the region and with vaccines now being distributed, 
growth in Asia, again led by China, is outpacing that of the rest of the world.  Overall, given its strong growth prospects, Asian equities 
appear relatively more attractively priced compared to their U.S. counterparts.    
  
Contributors and Detractors: 
On a stock-specific basis, Taiwan Semiconductor (chip foundry), Techtronic (maker of Milwaukee power tools), Daifuku (factory 
automation), and Omron (automation) were among the largest individual contributors to performance during the year. These names were 
beneficiaries of the shelter-in-place measures enacted during the pandemic. Sales of laptops and personal electronics soared as did goods 
related to home improvement. Automation was another winning theme as manufacturers sought to address the factory floor disruptions 
caused by covid related absenteeism and social distancing. Two of our financials, Standard Chartered and HSBC, were among the largest 
detractors as both continue restructurings amidst a difficult flat yield curve environment.   
 

Portfolio Activity: 
We initiated a position in Link REIT. The trust owns retail properties and parking lots in Hong Kong and China.  Most of the retail 
space is supermarkets, which should allow them to fare better than most landlords in a pandemic environment given the composition of 
its tenants catering to necessity shopping. The dividend may decline but the trust should still yield at least 4%. This is a Covid recovery 
story and we would expect the stock to benefit as the retail scene revives in Hong Kong.  During the first week of 2021, we initiated a 
new position in Elan Microelectronics. Elan is a Taiwanese integrated circuit manufacturer of touchpads for electronic devices. 
Fingerprint access to devices currently is under-penetrated but should become the standard for secure access and add a long runway of 
growth for Elan given the company’s 60% market share.  We think you may see a proliferation of this form of identification in many of 
the security clearance devices for entry into offices, plants, sports arenas, airports, etc. The surge in laptop sales due to work from home 
during covid may subside.  In anticipation of this, the stock has languished of late.  If we are right about the secular trends for fingerprint 
identification, this company may hugely benefit. We felt this was an attractive entry point for a world leader trading at 13x earnings and 
yielding 4% with net cash on the balance sheet. 
 

Outlook and Positioning: 
There is a notion of revenge consumption that deserves our attention as investors.  The thesis is that people currently under some form 
of lockdown because of the pandemic will spend indiscriminately post its passing.  There may be some truth to this outlook.  We are, 
therefore, interested in the average consumer.  We believe the remote and stay-at-home phenomenon will persist beyond covid.  
Companies that sell into the home improvement channels and technology that efficiently connects us remotely will continue to attract 
our attention.   As for geography, the UK, long beleaguered by the lack of Brexit, has, finally, successfully negotiated terms of departure 
from the European Union.  A prominent feature of the deal is tariff-free trade between the two blocs.  There will be wobbles at first as 
Britain learns the ways of going it alone.  Over time, the UK very well may see some significant benefit from freeing itself from the 
Brussels bureaucracy.   The market there looks particularly cheap in an expensive world.  Additionally, as noted above, ASEAN has 
lagged badly last year, hit hard by the Covid pandemic despite the relatively tame infection numbers.  Once the global supply chain 
begins to hum without the occasional shutdowns due to Covid, and tourists, particularly from China, return to their normal traveling 
habits, economies in SE Asia should accelerate to a more normal growth trajectory.  We are actively looking for economic recovery 
plays in SE Asia, specifically in Thailand, the Philippines, Malaysia, Singapore, and Indonesia.  We have a particular interest in 
companies that enable the buildout of remote digital networks.  Over the longer term, we remain confident in the structural growth trends 
in Asia and believe that Asia remains the most important geographic region for those investors seeking diversification outside the U.S. 
market. 
 

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.   
 
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. 


