
       
International Strategy Q4 2021 

Portfolio Manager: Dave Descalzi 
Investment Style: International Equities 

 
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.   
 
Outlook and Positioning: 
The U.S. has led global markets by a wide margin over the past few years. Investors looking for diversification rightly ask the 
question, “Will this change?”. The short answer is, we don’t know, but it is useful to point out certain attributes of markets abroad. 
 
Asia has differentiating positive attributes that have materialized during the pandemic. With inflation a major concern here, 
generally, and surprisingly for a place that is sensitive to imported commodity inflation, there is very little inflation in the region.   
Except for Covid related business closures, labor markets there are behaving quite normally. And while feeling the effect of 
increased costs for power, most of Asia, unlike Europe, continues to embrace both coal and nuclear, two relatively inexpensive 
sources of power. Consequently, we believe energy does not pose a specific threat to growth as it does in Europe. As for the 
supply chain, we believe it is more broken in the U.S. than in Asia, so any debottlenecking in the U.S. should be beneficial to the 
region.  
 
Both Europe and Japan also trade more cheaply than the U.S. but do not have the same allure as Asia ex-Japan. Two drivers of 
the economy in Europe, tourism and German exports, may continue to be pressured in the short term due to the prevalence of 
Omicron. In addition to governmental stasis, Europe has an energy crisis to deal with as it is hellbent to wean itself from fossil 
fuels. Japan, on the other hand, is more interesting. It has similar export strength as does Germany and a massive fiscal spending 
package has been teed up by the government. This should help on the domestic consumption front. Still, this is Japan and anyone 
who has bet on Japanese consumption growth in his investment portfolio has been perennially disappointed. All this said, we will 
continue to look for the odd company in Europe and Japan that can buck historical trends. Except Asia, we have little interest in 
other emerging markets. 
 
We look primarily to Asian markets for the reasons above but particularly because of the valuation differential with the U.S. Asia 
ex-Japan trades at a multiple of earnings that is at least one standard deviation below historical levels. Small and medium-sized 
companies may outperform as they usually fly under the radar of heavy-handed government regulation that we see particularly in 
China. Since index heavyweights may feel the brunt of this added government scrutiny, we believe that stock selection will matter 
more next year than in prior periods. The risk to Asia is primarily China. Economic fallout from the residential property overbuild 
has called into question the viability of large, high-profile developers and consequently the health of the financial system. We 
believe China can work its way through their problems, but it will not be easy.  In summary, we enter the new year with caution 
but recognize that the combination of depressed markets and Omicron subsiding could prime Asia for a breakout year in 2022.  
 
Contributors and Detractors: 
As we look back on full-year 2021 performance, we are pleased that the International Strategy moderately outpaced the MSCI 
AC World ex U.S. benchmark. This relative outperformance can be explained by a few broad factors. One of the most significant 
drivers was being underweight large and mega-cap holdings.  These index heavyweights, mainly Chinese companies, performed 
poorly as Beijing imposed an assortment of regulations that disproportionately impacted them.   From a sector perspective, the 
portfolios benefited from being underweight consumer discretionary holdings. Due to periodic Covid related shutdowns across 
the globe, this was by far the worst performing sector in the index for 2021.  
 
Portfolio Activity: 
We initiated a position in Amada which is a Japanese manufacturer of metal cutting, forming, shearing, and punching machines. 
The company develops factory automation solutions. It is a Covid related story as demand for durable goods like automobiles and 
white goods has accelerated in the throes of the pandemic and may continue to be strong because of demographic shifts of the 
population out of cities into more remote locations post-pandemic. The company benefits from changes in the manufacturing 
environment due to factory floor reforms particularly as they relate to increased automation. It is a decarbonization story as it is 
expecting outsized growth in its CO2 reducing fiber laser business. The company trades cheaply at 14x 2022 earnings, cheaper 
than its Japanese and Taiwanese counterparts in the machine tool area. 
 
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. 


