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Market Environment: 
As the expectations of a COVID-19 vaccine rollout became more of a reality during the fourth quarter, the global outlook and equity 
markets strengthened in tandem.  The current wave of infections is expected to give way to more durable and broadening global 
economic growth conditions as vaccines become widely available and businesses begin to reopen.  This economic scenario should bode 
well for the consumer service sector which has been severely impacted by the virus as well as sectors that are involved in global trade 
and manufacturing. In addition, accommodative central bank policies combined with substantial fiscal programs should support stronger 
profit growth in the coming year.  Easy comparisons to depressed earnings during 2020 and potential margin expansion upside for 
companies are two factors that should favor a stronger earnings cycle in 2021. The S&P 500 ended the year up 18.4% with technology 
as the best performing sector and energy and financials as the worst performers.  Small-cap companies, represented by the Russell 2000, 
surged over 30% in the fourth quarter and slightly outperformed the S&P 500 for the overall year.  However, 2020 returns for income-
based equities were disappointing.  Dividend stocks measured by the S&P High Yield Dividend Aristocrats Index was up only 2.1% 
and REITS measured by the MSCI U.S. REIT Index was down 7.6%.  Some of the underlying holdings in these indices tend to be key 
components in the overall makeup of the Yield Growth Strategy. 
 
Contributors and Detractors: 
Stocks that were positioned for a cyclical recovery outperformed in the fourth quarter.  While a drag on full year performance, our 
allocation to financials through Bank of America, JPMorgan Chase, and Citigroup benefited from a potential improvement in the credit 
outlook and the prospect of an upward sloping yield curve.  Honeywell was another meaningful contributor. The aerospace cycle appears 
to have bottomed, and investors are embracing Honeywell’s pivot to a software-based industrial company. Home improvement stocks 
lagged in the quarter but still finished the year as strong contributors to portfolio performance as the stay-at-home theme dominated the 
investment landscape for most of the year.  We own Lowe’s, Home Depot, and Masco and continue to expect growth in home 
renovations/improvements.  Defensive stocks like Nestle, Amgen, and Gilead lagged as the staples and healthcare sectors relatively 
underperformed as investors gravitated to more cyclical sectors.   
 
Portfolio Activity: 
During the quarter, we initiated new positions in Fidelity National Services, Granite Real Estate Investment Trust, and B&M European 
Value Retail.  Fidelity National Services is looking to capitalize on the digital transformation in the financial industry as banks are 
upgrading traditional systems and migrating to the cloud. Fidelity National is also well positioned for a recovery in consumer spending 
in its merchant processing business.  Canadian-based Granite REIT owns and operates industrial real estate across North America and 
in Europe. The vast majority of the company’s assets are logistics and distribution warehouses and multipurpose buildings that are 
leveraged to the continued growth of e-commerce. The company has a dividend yield of 3.8% and a 17.5x price to free cash flow 
multiple. We feel this compares favorably to U.S. peers.  B&M European Value Retail is the largest discount retailer in the U.K and is 
emerging as a winner during the pandemic as the company continues to take market share from competitors. The CEO, along with his 
family, owns 15% of the company which should align his interest with shareholders. B&M yields less than 2%, but the company aims 
to return surplus cash to shareholders. The company recently issued a special dividend that took the yield payout to the high single digits.  
We sold Signature Aviation after the company received an attractive take-out offer from Blackstone in December.   
 
Outlook and Positioning: 
We have been adjusting the composition of the Yield-Growth portfolio to focus more on high quality companies with solid balance 
sheets and durable competitive advantages.  The three new additions mentioned above helped strengthen this focus.  We are also looking 
to improve the yield of the portfolio in 2021 while maintaining the growth and resilience of the portfolio.  We confront this income 
challenge by searching for attractive income streams in dividend growth companies, REITs (both domestic and foreign), Business 
Development Companies involved in private credit, and Closed-End Bond Funds.  The improved cyclical outlook, a weakening dollar, 
and relative valuation attractiveness of markets outside the U.S. are leading our research to international targets.  We have some fixed 
income exposure in the portfolio but have kept the duration short to hedge against a pick-up in inflation.  

The Yield Growth strategy seeks to generate both income and growth with volatility lower than that of the equity markets by utilizing a 
diverse set of asset classes (Equities, REITs, Fixed Income, Closed-End Bond Funds, etc.).  
 
 
 
 
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. 


