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“Risk is what’s left over when you think you’ve thought of everything.”
                                                                                                                                — Carl Richards
April 3, 2018

Dear Fellow Shareholders,

The last quarter of 2017 and the first quarter of 2018 showed the side effects of a long, smooth bull market and a 
generous dose of investor greed and complacency.  Cryptocurrencies were ground zero – the price of Bitcoin soared from 
$1,000 at the beginning of the year to near $20,000 at the peak, and small companies with little or no connection to 
crypto could add “Blockchain” to their name and see their share price triple overnight.  The investor mania is perhaps 
less extreme or visible outside the crypto world, but still indicative of why we at Intrepid Capital think caution is in 
order.

The new year started with a roar – equity indices such as the S&P 500 Index were up 5% or better in the first three 
weeks of January.  That all started to change with both a sharp increase in rates on the 10-Year Treasury Note, along 
with a better employment number than the market expected (yes, apparently good news was bad news in this case).  
Poof!  Quicker than you can say “abracadabra,” money in strategies devoted to selling volatility went to Never-Never 
Land.  This wealth destruction occurred literally overnight in several exchange-traded note (ETN) products.  The many 
speculators – and that is what they were, because merely hoping volatility stays low does not make one an investor – in 
these strategies, who had been patting themselves on the back for their phenomenal performance, had to learn the hard 
way that “easy” money is never really as easy as it seems.

As Paul Harvey used to say on his radio program, “And now for the rest of the story.”  The tough part is we don’t know 
the rest of the story yet.  Clients ask us all the time what we think the markets will do, but as the Danish proverb goes, 
“It is difficult to make predictions, especially about the future.”  If we had a crystal ball, we’d probably have more 
money to manage than we knew what to do with.
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Performance data quoted represents past performance and does not guarantee future results. 
Investment returns and principal value will fluctuate, and when sold, may be worth more or less than their original cost. 
Performance current to the most recent month-end may be lower or higher than the performance quoted and can 
be obtained by calling 866-996-FUND. The Fund imposes a 2% redemption fee on shares held for 30 days or less. 
Performance data does not reflect the redemption fee. If it had, returns would be reduced.

Per the Prospectus dated January 31, 2018, the annual operating expense (gross) for the Intrepid Disciplined Value 
Fund-Investor Share Class is 1.41%.  The Fund's Advisor has contractually agreed to waive a portion of its fees and/or 
reimburse expenses until January 31, 2019 such that Net Expense Ratio for the Disciplined Value Fund-Investor Share 
Class is 1.30%.  The Net Expense Ratio represents the percentage paid by investors.  Otherwise, performance shown 
would have been lower.
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more increases telegraphed for this year and three expected in 2019, but it also began slowly unwinding its balance 
sheet last November, the effects of which are just beginning to be felt in the Treasury market.  

Since late 2014, the Fed has maintained a stable 
$2.5 trillion balance of Treasuries and $1.8 trillion 
of mortgage-backed securities acquired over the 
preceding five years of Quantitative Easing (QE).  
The graph to the left shows the percentage change 
in both from November, when the Fed became a net 
seller, through the end of March.  So far, $69 billion 
of securities have matured without being reinvested.  
The Fed has signaled its intent to accelerate the wind-
down over the coming year.  Our contention is this:  
If QE was explicitly designed to support asset prices, 
what does that imply now that we’re beginning 
“normalization,” or Quantitative Tightening?  Stay 
tuned.

We think the cyclical shift into ETFs and indexes since the financial crisis is likely to end in a trail of tears.  We will 
likely not be fully immune to a major market downturn, but rest assured that your team at Intrepid has done our best 
to construct portfolios of “all-weather tires” that can ride out the ups and downs of the market.  In the face of potential 
macro headwinds – inflation, interest rates, Fed tightening, trade war fears, high valuations – we continue our search 
for high-quality, temporarily mispriced businesses, wherever our analyst team can find them around the globe.    

Speaking of global investments, the Intrepid Disciplined Value Fund (the “Fund”) has the flexibility to have 25% of 
its investments outside of the United States, which has proven advantageous as valuations in many parts of the world 
don’t look as painfully expensive as those in the U.S.  The largest contributor to the Fund for the quarter and fiscal 
half (the Fund’s fiscal year ends September 30) ending March 31, 2018 was Royal Mail (ticker: RMG LN), the recently 
privatized mail service in the United Kingdom.  Royal Mail’s share price has been pressured for most of the past year 
by uncertainty around negotiations with its labor union.  In late January, the stock rebounded more than 20% after 
the company announced favorable agreements with the union on its pension plan and several other important items.  

Top Ten Holdings (% OF NET ASSETS)

Oaktree Capital Group LLC 5.7%
Apple, Inc. 4.6%
The Western Union Co. 4.3%
The Cheesecake Factory, Inc. 4.2%
Baldwin & Lyons, Inc. - Class B 4.1%
Net 1 UEPS Technologies, Inc. 4.1%
The Bank of New York Mellon Corp. 4.0%
AmerisourceBergen Corp. 3.9%
Teradata Corp. 3.4%
Northern Trust Corp. 3.3%

Top ten holdings are as of March 31, 2018. Fund holdings 
and sector allocations are subject to change and are not 
recommendations to buy or sell any security.

What we do know is that U.S. asset prices continue to be historically high 
by most measures.  Some, such as the cyclically adjusted P/E (CAPE) and 
unadjusted median P/E, are still at levels similar to the 2000 and 2007 
peaks even after the minor market losses in February and March.  Greatly 
inflated prices by no means guarantee an immediate market crash, but they 
are highly correlated with disappointing results for investors over the next 
5-10 years.  This principle is as true for rental houses and shopping centers 
as it is for stocks – low purchase prices generally result in high returns, and 
high purchase prices generally result in low returns.

Beyond the normal economic forces typical of an aging expansion, the 
market must contend with monetary policy as a headwind going forward as 
well.  Not only is the Federal Reserve steadily hiking rates now, with two 
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We think the cyclical shift into ETFs and indexes since the financial crisis is likely to end in 
a trail of tears.  We will likely not be fully immune to a major market downturn, but rest 
assured that your team at Intrepid has done our best to construct portfolios of “all-weather 
tires” that can ride out the ups and downs of the market.  In the face of potential macro 
headwinds – inflation, interest rates, Fed tightening, trade war fears, high valuations – we 
continue our search for high-quality, temporarily mispriced businesses, wherever our analyst 
team can find them around the globe.    

Speaking of global investments, the Intrepid Disciplined Value Fund (the “Fund”) has the 
flexibility to have 25% of its investments outside of the United States, which has proven 
advantageous as valuations in many parts of the world don’t look as painfully expensive as 
those in the U.S.  The largest contributor to the Fund for the quarter and fiscal half (the 
Fund’s fiscal year ends September 30) ending March 31, 2018 was Royal Mail (ticker: RMG 
LN), the recently privatized mail service in the United Kingdom.  Royal Mail’s share price 
has been pressured for most of the past year by uncertainty around negotiations with its 
labor union.  In late January, the stock rebounded more than 20% after the company 
announced favorable agreements with the union on its pension plan and several other 
important items.  

Other top contributors for the six-month period include Teradata (ticker: TDC), Tapestry 
(ticker: TPR), Northern Trust (ticker: NTRS), and Apple (ticker: AAPL).  The same 
companies were top contributors for the first quarter, with the exception of Western Digital 
(ticker: WDC) in place of Apple.

The largest detractor for both the three- and six-month periods was Canadian media 
company Corus Entertainment (ticker: CJR/B CN), which has been struggling to grow its 
advertising revenue despite a merger with Shaw Media last year that made it the largest TV 
network owner in Canada.  After a string of disappointing quarterly results that undermined 
our confidence in management’s promises of growth, we exited our position in the first 
quarter.  For more context, I recommend reading the last several Endurance Fund 
commentaries, which lay out our thesis and follow the evolution our thinking on the 
company.  The other top detractors to the Fund for the half were Net 1 UEPS Technologies 
(ticker: UEPS), Oaktree Capital Group (ticker: OAK), Patterson-UTI Energy (ticker: 
PTEN), and (Dundee (ticker: DC/A CN).

For the fiscal six-month period ending March 31, 2018, the Fund decreased 1.60%, 
compared to an increase of 5.84% in the S&P 500 Index.  Excluding Corus, the Fund’s 
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Other top contributors for the six-month period include Teradata (ticker: TDC), Tapestry (ticker: TPR), Northern 
Trust (ticker: NTRS), and Apple (ticker: AAPL).  The same companies were top contributors for the first quarter, with 
the exception of Western Digital (ticker: WDC) in place of Apple.

The largest detractor for both the three- and six-month periods was Canadian media company Corus Entertainment 
(ticker: CJR/B CN), which has been struggling to grow its advertising revenue despite a merger with Shaw Media 
last year that made it the largest TV network owner in Canada.  After a string of disappointing quarterly results that 
undermined our confidence in management’s promises of growth, we exited our position in the first quarter.  For 
more context, I recommend reading the last several Endurance Fund commentaries, which lay out our thesis and 
follow the evolution our thinking on the company.  The other top detractors to the Fund for the half were Net 1 
UEPS Technologies (ticker: UEPS), Oaktree Capital Group (ticker: OAK), Patterson-UTI Energy (ticker: PTEN), and 
(Dundee (ticker: DC/A CN).

For the fiscal six-month period ending March 31, 2018, the Fund decreased 1.60%, compared to an increase of 5.84% 
in the S&P 500 Index.  Excluding Corus, the Fund’s performance would have been nearly 3% higher.  In the first 
quarter of 2018 the Fund declined 3.36%, with the majority of the loss again contributed by Corus, compared to a 
0.76% loss in the S&P 500.  The Fund ended the period with 34.5% in cash.

While the results for the most recent period were disappointing to us and likely to you as shareholders, I would point 
out that the short-term underperformance was, in our view, due largely to unfortunate timing of company-specific 
issues in one or two holdings, rather than exposure to the broad market corrections we saw in February and March.  
We will continue to search for solid companies that we believe are undervalued, with the goal of protecting your hard-
earned capital and increasing your investment portfolio.

Thank you for your continued support.

Sincerely,

Mark Travis
President
Intrepid Disciplined Value Fund Portfolio Manager

All investments involve risk.  Principal loss is possible.  The Fund is subject to special risks including volatility 
due to investments in smaller and medium sized companies, which involve additional risks such as limited 
liquidity and greater volatility.  The Fund may invest in foreign securities which involve greater volatility and 
political, economic and currency risks and differences in accounting methods.    

Mutual funds, ETNs, hedge funds, equities, bonds, and other asset classes have different risk profiles, which should be considered when investing.

Prior to April 1, 2013, the Fund was named the Intrepid All Cap Fund. 

The S&P 500 Index is a broad based unmanaged index of 500 stocks, which is widely recognized as representative of the equity market in general.  The Russell 3000 Index consists 
of the 3,000 largest companies in the U.S. as measured by total market capitalization.  MBS (Mortgage-Backed Securities) are securities that represent an interest in a pool of 
mortgage loans. You cannot invest directly in an index.

Cryptocurrencies are digital assets designed to work as a medium of exchange using cryptography to secure the transactions and to control the creation of additional units of the 
currency.  Cyclically Adjusted Price-to-Earnings (PE) Ratio or “CAPE” is a valuation measure equally applied to the US S&P 500 equity market.  It calculated as price divided 
by the average of ten years of earnings, adjusted for inflation.  P/E Ratio is the measure of the share price relative to the annual net income earned per share outstanding.  The 
Median P/E is the one for which exactly half of all the stocks have higher ratios and half have lower ratios.  It allows investors to quickly gauge the valuation of a company based 
on its current reported earnings.
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Opinions  expressed  are  subject  to  change,  are  not  guaranteed  and  should  not  be  considered investment advice or recommendations to buy or sell any security.

The Intrepid Capital Funds are distributed by Quasar Distributors, LLC.


