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“If you can’t stop, smile on your way under.”
                                       — Bumper Sticker on Large 4-Wheel Drive Truck

Dear Friends and Clients,

In the height of the market panic this past March, I was asked to “Skype” into a CNBC Nightly Business Show.  For 
those who may have missed it, when asked what I thought, my response was “the Federal Reserve and Central Banks 
of the world held rates too low for too long, giving us too much corporate debt equaling a giant margin call.”  From a 
prior letter at the end of the 3rd Quarter of 2019, I said at the time, “I believe this is an ‘Emperor Has No Clothes’ 
moment, one years hence we will look back on incredulously.”  Rate suppression activity by central banks around the 
world has encouraged all sorts of shenanigans to persist, in my opinion, from financing larger U.S. budget deficits to 
unicorns like WeWork, to an IPO market of largely unprofitable offerings.”

PERFORMANCE Total Return

^

^

Average Annualized Total Returns 
as of March 31, 2020

Qtr. YTD 1 Year 3 Year 5 Year 10 Year 15 Year
Since 

Inception

Intrepid Capital Fund - Inv. -20.04% -20.04% -19.09% -8.06% -3.28% 2.44% 4.03% 3.78%
Intrepid Capital Fund - Inst. -19.96% -19.96% -18.89% -7.84% -3.04% - - 2.41%
BBC Combined 1-5Yr -11.22% -11.22% -1.65% 4.61% 5.18% 7.37% 6.05% 5.88%
S&P 500 Index -19.60% -19.60% -6.98% 5.10% 6.73% 10.53% 7.58% 7.36%

Inception Date

 4/30/10
1/03/05

 

^Since Inception returns are as of the fund’s Investor Class inception date. Since the inception date of the Institutional 
Class, the annualized return of the BBC Combined 1-5Yr Index is 7.31% and S&P 500 Index is 10.45%.

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, 2020, the annual operating expense (gross) for the Intrepid Capital Fund-Investor 
Share Class is 1.54% and for the Intrepid Capital Fund-Institutional Share Class is 1.29%. The Fund’s Advisor has 
contractually agreed to waive a portion of its fees and/or reimburse expenses until January 31, 2021 such that the total 
operating expense for the Capital Fund-Investor Share Class is 1.15% and for the Capital Fund-Institutional Share Class is 
1.15%. The Capital Fund-Investor Share Class may have Net Expense higher than these expense caps as a result of any 
sales, distribution and other fees incurred under a plan adopted pursuant to Rule 12b-1 under the Investment Company 
Act of 1940, as amended (the “Investment Company Act”), acquired fund fees and expenses or other expenses (such 
as taxes, interest, brokerage commissions and extraordinary items) that are excluded from the calculation. As a result of 
the calculations, the Net Expense for the Capital Fund-Investor Share Class is 1.41%. The Net Expense for the Capital 
Fund-Institutional Share Class is 1.16%.  The Net Expense Ratio represents the percentage paid by investors. Otherwise, 
performance shown would have been lower.
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Corporate Sector as ever with $1 trillion of debt rated marginally investment grade (BBB).  Well, when you are 
levered up and a new government edict is issued to suspend business activity, you now have a “Houston, we have a 
problem” moment.  Many of these bonds’ prices are now under intense pressure as leverage ratios shoot up with less 
cash flow to service the existing debt.  As sales collapse, I have heard it said before: Stocks climb the stairs but take 
the elevator down.  There have been 5 weeks in which the Dow Jones Industrial Average has fallen 12% or more since 
the fall of France in 1940.  The good news is that I have been around in this business (and survived!) for almost all of 
them (except the one in 1940!).

So, what are we doing about this 30% downdraft in prices?  Buying!  I don’t know, nor does anyone here or elsewhere 
know where the bottom is for prices.  The analogy I use is this: remember as a kid going swimming in a lake, river or 
ocean, and wondering, “how deep is it?”  Well, you held an arm over your head, pointed a toe and started gradually 
letting air out to assist in your descent, knowing that if it was really deep, you didn’t want to exhale all of your 
oxygen necessary to return safely to the surface.  The portfolio management team has been taking advantage of the 
downdraft in prices and wild volatility to do two things: upgrade the quality of the businesses we own, looking for 
impeccable balance sheets (see discussion earlier) that now after this swoon in prices are much more attractively 
priced.  Next, we are very gradually adding to companies where we already own shares and can average down our 
cost basis.

Lastly, in the bond market we are busily acquiring very short-term bonds with net cash (cash greater than debt) 
and often unused lines of credit.  Our preference is the next scheduled bond in their respective maturity schedule, 
knowing they have the necessary liquidity to pay it off.  Frankly, I think this part of the capital markets may be 
offering one of the better risk-adjusted returns currently, with many of these bonds fetching a low double-digit yield-
to-worst.

For the quarter ended March 31, 2020, the Intrepid Capital Fund (the “Fund”) declined 20.04% compared to the 
S&P 500 Index’s decline of 19.60% and the combined benchmark’s (60% S&P 500 Index/40% Bloomberg Barclays 
US Gov/Credit 1-5Yr Index) decline of 11.22% for the period.  The Fund’s top contributors for the quarter were 
Visa (ticker: V), AmerisourceBergen (ticker: ABC), CVS Health Corp. (ticker: CVS), Mastercard (ticker: MA) and 
IFM US Colonial Pipeline 6.45% due 5/1/2021.  The Fund’s top detractors for the quarter were SP Plus (ticker: SP), 

Top Ten Holdings (% OF NET ASSETS)

Top ten holdings are as of March 31, 2020. Fund holdings are 
subject to change and are not recommendations to buy or sell 
any security.

Well…now for my “mea culpa,” I wish I had better prepared our portfolios 
for this unforeseen global pandemic.  While our portfolio results may, 
depending on the strategy, have “relative” outperformance, one can only 
eat from “absolute” returns (i.e. positive).  My wife of 30 years, Rosalind, 
inquired recently about the fund performance.  I replied “nowhere to 
hide,” with the notable exception being long maturity U.S. Treasury Bonds 
and gold.  A ladder of these treasury bonds now has interest rates from 
3 months to 30 years all less than 1.20% (30-year). I refer to them, with 
a touch of sarcasm, as “return free risk.” It will take very little upward 
movement in rates to vaporize those small coupons with lost principal. 

I mentioned earlier the source of “the problem,” at least from my 
perspective, was easy and lenient credit terms for borrowers, particularly 
Corporate America.  We entered this crisis with as heavily leveraged 

FirstCash, 06/01/2024, 5.375%  3.8%
Alphabet Inc. - Class A  3.8%
Take-Two Interactive Software, Inc.  3.6%
Berkshire Hathaway, Inc. - Class B  3.5%
Ingles Markets, 06/15/2023, 5.750%  3.3%
The TJX Cos Inc.  3.2%
Enerpac Tool Group, 06/15/2022, 5.625%  3.0%
Nathan’s Famous, 11/01/2025, 6.625%  3.0%
Electronic Arts Inc.  3.0%
Caleres, 08/15/2023, 6.250%  3.0%
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Skechers (ticker: SKX), WNS Holdings Ltd (ticker: WNS), Copart (ticker: CPRT), and Discovery (ticker: DISCK).  
The Fund ended the first quarter with 4.8% in cash.

I know this has been scary for many of you, and as your portfolio manager, I am entirely and completely empathetic 
to where we find ourselves today.  I won’t dredge up the charts suggesting you stay invested (they are too numerous 
to include here), but I will leave you with this parting thought:  there is opportunity in chaos and frankly we are 
now focused on the abundant opportunities that we haven’t seen since the failure of Lehman Brothers in the fall of 
2008 which ignited the Great Financial Crisis.  We came through that period in fine form and I expect no different 
this time.  As your “Captain,” I will say: “Passengers, please return to your seats and buckle your seat belts, we are 
expecting some turbulence.”

Best regards,

Mark F. Travis, President
Intrepid Capital Fund Portfolio Manager

Mutual fund investing involves risk.

All investments involve risk.  Principal loss is possible.  The Fund is subject to special risks including volatility due to 
investments in smaller companies, which involve additional risks such as limited liquidity and greater volatility.  Investments 
in debt securities typically decrease in value when interest rates rise.  This risk is usually greater for longer-term debt 
securities.  Investments by the Fund in lower-rated and non-rated securities present a greater risk of loss to principal 
and interest than higher-rated securities.  The Fund may invest in foreign securities which involve greater volatility and 
political, economic and currency risks and differences in accounting methods.  The risks of owning ETFs generally reflect 
the risks of owning the underlying securities they are designed to track.  ETFs also have management fees that increase 
their costs versus the costs of owning the underlying securities directly.

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 
Bloomberg Barclays US Gov/Credit 1-5Y TR Index measures the performance of U.S. dollar-denominated U.S. Treasury bonds, government-related bonds, and 
investment-grade U.S. corporate bonds that have a remaining maturity of greater than or equal to one year and less than five years.  The Bloomberg Barclays 
Combined Index consists of an unmanaged portfolio of 60% common stocks represented by the S&P 500 Index and 40% bonds represented Bloomberg Barclays 
US Government/Credit 1-5 Yr Index.  You cannot invest directly in an index.

Cash Flow measures the cash generating capability of a company by adding non-cash charges and interest to pretax income. Initial Public Offering (IPO) is the 
first sale of stock by a private company to the public.  Yield-to-Worst is the lowest yield an investor can expect when investing in a callable bond.

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.


