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The Longview Strategy is a concentrated global, long-only equity portfolio with a target of 25 positions. We prioritize investments first 
by their end market prospects (demand) and secondly by their position in the marketplace (supply-side). Once comfortable with end 
markets and the company’s position, we consider the business quality and the merits of the management team. If it is the right 
business with the right partners, we know we want to own the stock; the price will signal the right entry point. Valuation determines 
when we make investments, not the type of investments we make. 
 
Outlook and Positioning: 
The strategy is entering the new year with a large exposure to the U.S. consumer as many of our holdings have substantial 
revenue exposure either directly or indirectly tied to U.S. household demand. We think the U.S. consumer may be the best 
growth story in the world over the next five years. Our investments represent a mix of digitization-themed service businesses 
and retain a sizable bet on U.S. residential housing demand.  We believe our holdings occupy the node in the chain that tends to 
capture a disproportionate share of the profit for those companies serving the end markets. Overall, we continue to favor a bar-
bell allocation to our portfolio’s investments with one group positioned to benefit from rising inflationary forces (e.g. United 
Rentals) while the other group would likely benefit from a lower inflationary environment (e.g. Spotify). Currently, we estimate 
the portfolio is a net beneficiary from rising inflation.    
 
Contributors and Detractors: 
As we look back on 2021, we are disappointed with the relative performance of the portfolios as they lagged the S&P 500 
driven largely by the value bias in the investment holdings and our mix of international investments.  Some of the largest 
contributors to our performance in 2021 were United Rentals, Advance Auto Parts, and Berkshire Hathaway.  The largest 
detractors from performance included our holdings in Spotify, JD.com, and Tencent 
 
Tencent was a detractor in 2021 as investor sentiment for Chinese equities turned negative on increased regulatory oversight 
and the potential impact on long-term profitability. We believe these concerns are overdone. The company is taking steps to 
unlock value from its balance sheet by monetizing large non-controlling stakes in major global franchise companies and using 
the proceeds to repurchase shares and pay dividends to shareholders.  In the past four weeks, the company has announced an in-
kind distribution to shareholders of nearly its entire 18% stake in JD.com worth over $15B and has begun to sell down its 25% 
stake in Sea Ltd. worth another $18B. This marks the first time in the company’s history that significant value is being returned 
to shareholders. With approximately one-third of its net asset value tied to these passive stakes in digital commerce companies, 
it leaves more room for management to unlock value for shareholders. At current prices, we are getting Tencent’s core 
operating businesses—social media, gaming, and cloud computing— which are growing at over 25% at 20 times this year’s 
projected earnings. JD.com and JD Health also detracted from 2021 performance.   
 
Portfolio Activity: 
During the fourth quarter, we initiated a new position in T-Mobile. It represents the low-cost solution in the U.S. wireless 
industry with the highest quality network for 5G. Further, we believe it provides the best optionality around 5G home 
broadband services of the big three (AT&T, Verizon, T-Mobile), and Q3 earnings reinforced this point. T-Mobile’s earnings 
growth is being driven by the sizable cost synergies from merging the third largest (T-Mobile) and fourth largest (Sprint) 
players in the market.  Leverage levels remain manageable. Additionally, Deutsche Telecom, Europe’s strongest cable operator, 
recently increased its stake from 43% to 48%. We are encouraged that Deutsche Telecom, which has owned its stake for 20 
years, is increasing its commitment to the company.     
 
The stock sold off 25% into earnings, but the Q3 2021 report left us reassured of the integration’s progress and the underlying 
business fundamentals. The company came in ahead of estimates and raised 2021 guidance and overall expected Sprint cost 
synergies resulting from the ongoing integration efforts. 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 a 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. 
 


