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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 investment opportunities post-pandemic 
in U.S. companies. 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.  
 
Outlook and Positioning:  
We begin the year expecting interest rates to rise and monetary conditions to tighten. We believe this favors the portfolios as 
currently constructed. We have a notable absence of higher multiple, more speculative stocks, that performed well in the throes 
of the outbreak but that are de-rating in a period when the Federal Reserve is poised to withdraw the massive stimulus deployed 
because of the Covid pandemic. Instead, Core Global is a “real economy” portfolio consisting largely of financials, industrials, 
commodities and, increasingly, health care. We acknowledge that should the economy turn down because of Fed action, then 
peak earnings for many of these companies, ex health care, will be in the rear-view mirror, and the stocks themselves should de-
rate.  However, if inflation persists well into the new year, as we expect, our companies should continue to perform.   
 
We enter the new year with high cash levels, which we intend to deploy into more defensive positioning at times of market stress.  
Of particular interest to us are strong consistent cash flowers with clean balance sheets engaged in durable themes including 
housing, health care, and consumer staples. Given current conditions and our own expectations, we intend to become more 
defensive as the year wears on. We are always attracted to free cash flow, but this feature has become all the more important in a 
period of rising interest rates. We would be impressed if internal cash generated is distributed for the direct benefit of shareholders 
in the form of dividends and buybacks. These criteria do not rule out technology, but they do narrow the universe of investible 
companies. It is fair to say that we should expect more volatility and less return in 2022 coming off a year of outsized returns.  
We are not overly pessimistic, just rationally cautious. 
 
Contributors and Detractors: 
As we look back on full-year 2021 performance, we are pleased that the performance has kept pace with the general uplift in U.S. 
equities. One of the most significant drivers was our value bias in areas like real estate and industrials while our relative 
underweight in technology and large cash allocation was a drag on performance.   
 
During the fourth quarter, significant contributors to performance included CVS Corp and Pfizer as they continued to benefit from 
Covid related developments.  One of our largest detractors was Compass Minerals which announced a dividend cut in order to 
pursue an organic investment opportunity intended to commercialize its resource base of lithium bicarbonate, which may be used 
in the production of lithium batteries. We remain skeptical of the company’s strategy and have been trimming the position during 
the year as it remained strong through the first three quarters of the year before weakening during the final quarter of the year.   
 
Portfolio Activity: 
During the fourth quarter, we initiated two new positions in Comcast and T-Mobile. Comcast is a diversified media business; 
however, the overwhelming driver of the value creation is driven by the cable segment where 80% of EBITDA is generated for 
the entire company. We think the broadband business is a long-term GDP plus growth topline business, due to real pricing 
power and secular increases in broadband penetration. With the shares trading at a significant discount valuation relative to the 
S&P 500, we continue to feel that the shares are cheap and have added to our position following our initial investment.   
 
T-Mobile represents the low-cost solution in the U.S. wireless industry with the highest quality network for 5G. With the 
synergies from the Sprint merger being realized, we expect free cash flow to more than double by 2023 to $14B compared to an 
estimated $5.5B in 2021. On the basis of 2023 estimated free cash flow, the shares trade at 11 times price to earnings compared 
to over 20 times for the S&P 500.  
 
 
 
 
 
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. 

 


