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“America is another name for opportunity.”
                                                                                   — Ralph Waldo Emerson

Dear Friends and Clients, 

The Intrepid Balanced Portfolio (the “Portfolio”) completed its fiscal year on September 30, 2020. In the final six months of 
this fiscal year, share prices appreciated considerably from the depths of the government-mandated shutdown in mid-March. 

As is keeping with our firm name – Intrepid – and our firm history of often buying when others are selling, we acquired shares 
in several high-quality businesses which aided our performance. 

Despite all of the excitement and terror with the shutdown and the corresponding share price volatility, the positions in the 
portfolio ended largely where they started (-0.30%) this time last year meeting our first objective of preserving capital but 
failing in the second objective of participating in some upside potential. 

Absent a handful of large capitalization technology stocks, the more broad-based equity indices show a year that has been 
difficult for equity investors.  

I have joked recently about the saying “one dog year equals seven human years” by adding the fact that this is a year I can 
relate even more to my dogs! As I have survived, and at times thrived, in the past despite the “Tech Crash” of 2000-2002, 
the Great Financial Crisis of 2008/2009, and now the pandemic year of 2020, I believe the discipline that helped us through 
those bear markets is the same discipline that will help guide us in these trying times we find ourselves in once again. 

The discipline we deploy at Intrepid is generally centered around two questions. Regarding a stock purchase, we ask: what 
is the business worth? Regarding a bond purchase, we ask: are we being adequately compensated for the risk I am taking 
by lending money to this company? 

This continually applied discipline, along with the fortitude to buy in the face of large-scale liquidations, has generated 
attractive risk-adjusted returns over time. I feel certain this time will be no different. 

Under the category of “if you don’t learn from history, you are bound to repeat it,” I have spent a fair amount of time in the 
last several years endeavoring to see how we might perform better for you, our shareholders. The big takeaways for me are 
two-fold. 

First, don’t water your weeds and cut your flowers! What I mean here is that it doesn’t make sense to add to your 
underperforming positions when they are underperforming because of lackluster business results. And it doesn’t make sense 
to trim your positions whose businesses are outperforming your expectations, even if the stock is also outperforming! 

Second, the compounding effect to one’s wealth from holding onto, for extended periods of time (10+ years), a high quality 
and growing business is substantial.  
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I have come to these conclusions with both the help of industry consultants we hired seeking improved outcomes, along with 
close observation of what we owned, how we valued it, and what it is worth today. It is hard to admit, but we often settled for 
a single or double when there was the opportunity for a multi-bagger. 

Our internal focus will be more in that direction, seeking what I refer to as “family heirlooms” – a business with such wonderful 
characteristics you will leave them to your kids or grandkids one day. 

We have now entered into what I politely refer to as the “silly season.” As we bear down once again on a presidential election, 
aren’t you glad we are only subjected to this once every four years?! Each side panders to what they consider their respective 
base in an attempt to get supporters to turn out and vote. 

The House and Senate are currently at loggerheads in debating whether the next stimulus package is more or less than $2 
trillion. That’s trillion with a “T.” Wow! 

In looking across a variety of asset classes, it is no wonder that gold is one of the best performing this year. On a recent long 
run, I reflected that the effects of Nixon taking us off the gold standard in the early 1970’s have allowed politicians on both 
sides of the aisle to spend money with impunity. This hit home recently when my son, a full-time college student, was mailed 
a $1,200 check.  

These policies are now making it more “productive” to accept a government hand out than take many jobs waiting to be filled. 
We are now living through an unprecedented monetary and fiscal stimulus, and to what effect? The Federal Reserve has 
succeeded in driving down interest rates with their bond purchases of all types (Treasury, High Yield, Mortgage, ETF’s, etc.). 
The yield on the 10 Year Treasury has effectively been cut in half in the past year (from 1.50% to 0.75%) and set off a boom 
in the bond market as well as residential housing. The bond market has outperformed the stock market by approximately 2% 
in the calendar year-to-date period (6% to 4%).  

On the fiscal side of the ledger, controlled by legislation from the House of Representatives and Senate, we have bigger deficits 
than at any point in my lifetime. The uncomfortable spot we find ourselves in requires continued interest rate suppression – 
as the federal government can’t afford higher interest cost – along with higher tax revenues. The Presidential challenger is 
promising higher personal and corporate tax rates, not so much to address these fiscal imbalances, but rather to allocate to 
his party’s priorities. 

The Portfolio enters this “season” with double digit cash balances that should serve to buffer volatility and provide “dry 
powder” to deploy if we have turbulence before or after the election. Either way, keep a bottle of Pepto Bismol handy! 

For the third calendar quarter of 2020, the following were our top five performers:

Copart (CPRT) 
Berkshire Hathaway (BRK/B) 
Take Two Interactive (TTWO) 
WNS Holdings (WNS) 
Twitter Inc (TWTR) 

The bottom five performers were:

SP Plus (SP)
CVS Health (CVS) 
Skechers (SKX)
Fabrinet (FN)
AmerisourceBergen Corp (ABC)
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For the Portfolio’s fiscal year ending 9/30/20, the top five performers were:

Interactive Corp (IAC) / Match Group (MTCH)
Dollar General (DG)
Take Two Interactive (TTWO)
Mastercard Incorporated (MA)
Electronic Arts (EA)

The bottom five performers were:

SP Plus (SP)
Vistra Corp (VST)
CTO Realty (CTO)
Hanesbrands (HBI)
Discovery Inc. (DISCK)

Thank you for your continued support. If there is anything we can do to serve you better, please do not hesitate to call.    

Best regards,

Mark F. Travis
President/CEO 

SMALL CAP PORTFOLIO – COMMENTARY BY JOE VAN CAVAGE, CFA, CO-PORTFOLIO MANAGER  
AND MATT PARKER, CFA, CO-PORTFOLIO MANAGER

It’s nice to have sports back, isn’t it?  I’m a huge sports fan and confess that a lack of televised games was one of the toughest 
things for me to get used to during the lockdown.  One small consolation in that time was the ESPN release of a 10-part 
documentary on Michael Jordan entitled The Last Dance.  The documentary gives a behind the scenes glimpse into the Chicago 
Bulls’ quest for a 3-peat in the 1997-98 season, but is perhaps more notable for its in-depth review of Jordan’s early career, 
rise to stardom, and the personal qualities that drove him to greatness (don’t worry, we won’t compare ourselves to Jordan).   

One of my favorite parts in the documentary was when a young Jordan was rehabbing a broken foot in his second season with 
the Bulls.  He convinced the team to let him return to his college campus at North Carolina and do some light rehab and training.  
Before too long, he was in the gym playing one-on-one, then three-on-three and five-on-five, completely unbeknownst to the 
Bulls.  That segment in the documentary reminded me of a similar story about Jordan returning to North Carolina to scrimmage 
college players (as a UNC alum, I can’t help but weave in a story or two about Carolina basketball).  This one was not profiled in 
the documentary but is pertinent to how we have approached portfolio management in this environment. 

The story I am referring to involves Jerry Stackhouse and Rasheed Wallace – two players that starred as college teammates at 
North Carolina and went on to have long and storied careers in the NBA.  One day in the mid-1990s, Jordan returned to Chapel 
Hill to work himself back into basketball shape for his return to the NBA following a stint playing baseball.  Jordan practiced with 
the team and, in true Jordan fashion, stuck around afterward to take on any challengers in one-on-one.  Eager to prove he could 
hang, Stackhouse played Jordan over and over.  And he lost every game.  Wallace?  He didn’t bother.  He was back in the locker 
room before any games even started, with his feet soaking in ice water.  He knew.  

…
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Today’s capital markets in many ways seem extraordinary.  The disparity between record high stock prices and record high 
unemployment can seem confounding.  Rates are historically low while debt is historically high.  Central bank willingness to 
provide monetary support to markets is unprecedented.  Political and civil tension is high.  

With that in mind, it’s no surprise that we are often asked how this all ends.  Is it possible for central banks to lose their perceived 
control on the markets?  Will all of the “money printing” from the Federal Reserve create inflation?  What will it take for “value” 
stocks to outperform “growth” stocks?  What happens to the economy if there is a second wave? 

These are all important questions for the markets to wrestle with.  In fact, we would posit that the future trajectory of inflation 
(and likewise interest rates) might be the single most important macro issue facing investors today.  However, we do not take a 
position on this issue, nor do we try to forecast where it might end up.  Much like the direction of inflation, the answers to the 
macro questions above depend on the interplay between so many factors – many of them highly complicated or random.   

We would argue that it is nearly impossible to consistently gain an edge over the market by being better forecasters of macro 
metrics.  Rather ironically, these issues that are seemingly most important are the ones least worth focusing on.  Like Rasheed 
Wallace contemplating the opportunity to take on Jordan, we recognize that we have no competitive edge in macro prediction 
and do not bother expending the effort.  

Instead, we focus on (1) identifying great small cap businesses selling at attractive prices, and (2) constructing a portfolio that is 
not over-exposed to any certain macro or sector risk.  For example, take the issue of inflation.  If inflation picks up, we think the 
majority of the companies in the Intrepid Small Cap Portfolio (the “Portfolio”)  have meaningful pricing power to protect them and 
that some of our lowest multiple stocks will tend to outperform “growth” names that might not yet be profitable.  On the other 
hand, if we have deflation, we would expect our portfolio – which skews higher quality and above GDP growth – to continue to 
compound at attractive rates.  We are not putting all of our eggs in one basket, but rather building a portfolio that can “endure” 
any type of macro environment. 

Performance & Positioning

For the quarter ended September 30, 2020, the Portfolio returned 7.56%.  This compared favorably to the MorningStar Small 
Cap Index’s return of 4.90%.  As noted in the prior two letters, the Portfolio deployed a substantial portion of its large cash 
balance amidst the covid-driven selloff earlier this year, and is now positioned for more upside potential should equities continue 
grinding higher. 

You should also expect the Portfolio’s current positioning to result in greater volatility than it had in the past, owing primarily 
to the larger portion invested in equities.  Relative to the post-financial crisis bull market, we would expect the Portfolio’s 
post-covid performance to have greater potential upside potential participation, but without losing the focus on reducing 
downside hedging which has been the hallmark of its historical success.  For instance, when small cap indices peaked in 
the quarter on 9/2/20, the Portfolio’s quarter-to-date return was 10.4% versus 10.2% for its benchmark (~102% upside 
capture).  When small caps tailed off to end the quarter (9/2 – 9/30), the Portfolio returned -3.0% compared to -4.8% for 
its benchmark (~63% downside capture).   

For the Portfolio’s fiscal year ended September 30, 2020, the Portfolio returned 6.32% compared to -2.17% for the benchmark 
Morningstar Small Cap Index.   

Despite what sounds like a fairly small return of 4.90% for the Portfolio’s benchmark, the quarter was marked by significant 
volatility.  The widely followed CBOE Volatility Index (VIX) only closed below 22 on two occasions during the quarter.  By contrast, 
the VIX only closed above 22 on two occasions in the third quarter of 2019.  This volatility allowed us to deploy more of the 
Portfolio’s cash reserves which totaled 17.5% as of September 30, 2020, compared to 20.0% at the end of the prior quarter.  

3Q 2020
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Periods such as these when uncertainty and volatility are high are the preferred environments for the Portfolio.  Because we 
look past near-term risks that can often weigh on stocks (e.g. trade disputes, elections), it allows us to allocate your capital with 
conviction into great businesses which we intend to hold over longer term periods (i.e. multiple years).

  

New Purchases

The Portfolio made two new purchases during the quarter.  The first is a homebuilder called LGI Homes (LGIH).  LGI has had 
tremendous success within the niche of low-cost homes targeting first time buyers.  We think they have developed a unique 
operating model which they have been able to successfully expand outside their home market in Texas into the southeast and 
broader US.  There is also quite clearly a housing shortage in the US, which we believe will benefit homebuilders, and particularly 
builders like LGIH which focus on entry level priced homes.   A post-covid migration toward suburbs and smaller cities would 
also be a tailwind.  The business is growing attractively, earns good returns on capital, has significant insider ownership, and is 
trading at less than 14x earnings.   

The second purchase was a cannabis company called Trulieve (TRUL CN).  We know, we know, this doesn’t sound like the type 
of industry or business we would typically get involved with.  But unlike some of the early cannabis “companies” clearly trying 
to capitalize on the investor hype in the space, we believe Trulieve has one of the strongest business models in the industry.  
Cannabis dispensaries are regulated at the state level and Trulieve has a dominant position in the state of Florida (market share 
of 50%!), which has one of the most attractive regulatory structures.  While the entire industry is growing rapidly, Trulieve is one 
of the only large operators that is currently profitable and has a proven business model.  We believe the societal stigmas toward 
cannabis that have historically been in place are slowly eroding, and that Trulieve’s current stock price is compensating investors 
well for the risk we are assuming.  It is a relatively small position in the Portfolio at 2.4%.  

   

Contributors & Detractors

For the quarter ended September 30, 2020, the largest contributors to performance were Take-Two Interactive (TTWO), IAA 
Inc (IAA), and WNS Holdings (WNS).  Each of these companies are large positions in the Portfolio and benefitted from strong 
quarterly results.  The largest detractors to performance were SP Plus (SP), Skechers USA (SKX) and Silicom (SILC).  While it 
showed signs of improvement and a return to profitability in the quarter, parking lot operator SP is still dealing with covid-related 
challenges, and we expect the recovery in their business will take patience.  We do not believe the weakness in Skechers or 
Silicom’s share prices were related to any long-term fundamentals and our theses on these businesses remains unchanged.   

For the year ended September 30, 2020, the largest contributors to performance were Take-Two Interactive (TTWO), Ollie’s 
Bargain Outlets (OLLI) and IAA Inc (IAA).  The largest detractors to performance were SP Plus (SP), Hanesbrands (HBI) and 
Garrett Motion (GTX).  We no longer own Hanesbrands or Garrett Motion. 

    

Looking Forward

We remain optimistic about the Portfolio’s future.  An uncertain path of economic recovery, unpredictable changes in covid 
cases, volatile political environment and other factors are creating huge swings in market sentiment.  The high volatility that 
accompanies these swings is beneficial to our management strategy, as it allows us greater opportunity to commit your capital 
to good businesses at good prices.   

In addition, we have been pleasantly surprised at the valuations of many high-quality small cap businesses.  Propelled by 
favorable narratives, the market is red hot in certain areas (e.g. SPACs, IPOs, software, etc.), while smaller companies have not 
garnered the same attention and recovery in share price.  There are several companies on our possible buy list of high-quality 



6

3Q 2020

small caps whose prices are approaching our targeted entry points.  The Portfolio’s 17.5% cash reserves give us the dry powder 
to purchase these names without liquidating others, while also seeking to protect your capital in the event of a drawdown. 

…

Rasheed Wallace went on to have a long and successful career in the NBA.  Despite the seemingly carefree attitude toward 
taking on Jordan, he was known as a fierce competitor in the league.  His ability to stretch the floor and hit deep jump shots as 
a center was relatively unique in his era, when most big men tried to dominate inside and score in the low post.  But Wallace 
understood his game well and knew how to press his advantage.  This self-awareness helped lead him to a 16-season career, 
four NBA All-Star appearances, and a championship (we’ll conveniently ignore his awe-inspiring records for technical fouls & 
ejections).  Like Wallace, we understand our advantage well – a deep fundamental understanding of small companies, valuation 
discipline, and a highly flexible ability to deploy your capital into the best opportunities.  This approach is the foundation for the 
Portfolio’s longevity, and we are confident it should continue to provide you attractive returns over long-term periods.  Thank you 
for your investment.   

DISCIPLINED VALUE PORTFOLIO – COMMENTARY BY CLAY KIRKLAND, CFA, PORTFOLIO MANAGER
The third quarter of 2020 was another period of strong returns in the equity markets.  Impressive earnings results from a handful 
of the largest technology companies helped once again drive outperformance in the large-cap indices compared to small and 
mid-cap indices.   

The Intrepid Disciplined Value Portfolio (the “Portfolio”)returned 5.14% in the quarter compared to 2.00% for the S&P 400 
Midcap Value Index and 4.77% for the S&P 400 Midcap Index.  The S&P 500 Index returned 8.93% and the Russell 2000 
Index returned 4.93%.   

The Portfolio returned 5.38% in the fiscal year compared to -13.41% for the S&P 400 Midcap Value Index and -2.16% for the 
S&P 400 Midcap Index. The S&P 500 Index returned 15.15% and the Russell 2000 Index returned 0.37%. 

Activity in the Portfolio was minimal during the quarter.  We have worked hard to upgrade the quality of businesses which 
has resulted in a portfolio of stocks that we believe will continue to create value for shareholders over a long period of time.  
Therefore, turnover in positions will be much lower than it may have been in the past.   

We have received many questions about our plan of action in regard to the Presidential Election.  The consensus expectation 
is for increased volatility which should come as no surprise.  Rather than react to the ebbs and flows of who is leading the 
race in the weeks leading up, or try to predict the outcome by positioning the portfolio for a specific winner, we continue to 
identify companies that we believe will do well regardless of the outcome.  In fact, we welcome any volatility that may occur as 
it increases the likelihood of being able to reinvest cash from recent sales at more attractive prices.       

A new position that we added during the quarter is Utz Brands. The family owned business was founded nearly 100 years ago 
and grown to be one of the largest salty snack companies in the United States.  In addition to its namesake, it owns many well-
known brands like Zapp’s, Golden Flake, Dirty Potato Chips, Boulder Canyon, and many more.  Utz became public by way of 
a SPAC (special purpose acquisition company) named Collier Creek Holdings and began trading during the quarter under the 
new ticker UTZ.  The board of directors has former executives from Pinnacle Foods who have a proven track record of value 
creation and intend to employ the same playbook with Utz.  Aside from the long runway of potential M&A, we like the defensive 
nature of the salty snack category.  While the category has been a steady grower over a long period of time, it tends to perform 
even better in times of distress as consumers eat more salty snacks.  We purchased shares of the SPAC before the transaction 
officially closed.  The share price appreciated meaningfully around the time the deal closed to a valuation that was not nearly as 
attractive, so we decreased the size of the position in the portfolio.      
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The three largest contributors to performance in the quarter were Utz Brands, Take-Two Interactive Software (ticker: TTWO), 
and Laboratory Corporation of America Holdings (ticker: LH).   

Take Two is a video game developer that we have owned since the beginning of 2019.  The company and its peers have 
benefited from increased engagement due to the pandemic which helped drive strong earnings results when it reported during 
the quarter.  The much-anticipated new console releases that are slated for later this year along with a robust pipeline of 
upcoming title releases in the next 12 months should help propel the stock higher in our opinion.  We are bullish on the gaming 
industry and believe it will continue to benefit from many secular tailwinds.   

We have owned Laboratory Corp for many years and have written about it in the past.  Its largest segment operates in a duopoly 
with Quest Diagnostics in the clinical diagnostics industry.  Laboratory Corp has diversified its business in recent years through 
an acquisition of a CRO (contract research organization).  The diagnostics business is a steady low-single digit grower, but we 
believe the CRO segment will help accelerate revenue growth and expand margins in the coming years.   

The two largest detractors to performance in the quarter were Western Digital (ticker: WDC) and Silicom Ltd (ticker: SILC).  The 
remaining detractors were immaterial to performance.   

Western Digital is one of the largest memory chip producers in the world.  We had purchased a small position with an anticipation 
of a recovery in demand as shares remained at depressed levels.  However, its earnings announcement in early August provided 
guidance that was well below expectations.  We chose to quickly cut our losses as there is too much uncertainty around the 
timing of a recovery in chip demand.   

Silicom has disappointed investors in recent quarters by pushing out the timeline for new orders.  The company reported earnings 
that were in line with expectations and provided upbeat guidance for the upcoming quarter.  Management predicts that we are 
at the point where delayed orders will begin coming in and we should see a material pick up in business.  While the shares trade 
at a very attractive valuation and the company has over $9 per share in cash, we are losing conviction in the long-term thesis.  

So far 2020 has been a year that most will never forget, for better or worse.  I doubt the fourth quarter will be the exception.  

As always, thank you for entrusting us with your capital.   

INCOME PORTFOLIO – COMMENTARY BY HUNTER HAYES, CO-PORTFOLIO MANAGER AND  
MARK TRAVIS, PRESIDENT/CEO, CO-PORTFOLIO MANAGER

Blaise Pascal was a Renaissance man.  During his short life, the Frenchman made vast contributions to mathematics, 
physics, philosophy, and even finance.  In fact, Pascal was the first person to explore the now ubiquitous concept of 
expected value.  He reasoned that, when faced with a choice, one should identify all possible outcomes, determine the 
values and probabilities of the outcomes, multiply the two, then sum up those products to make an optimal decision. 

At Intrepid, we use the concept of expected value all the time.  For example, if we are evaluating an investment that has a 
50% chance of returning 10% and a 50% chance of returning -10%, the probability weighted expected return would be 
0%, and we would pass on that idea.  Things are never this clear cut in real life, but the framework is useful for evaluating 
investment decisions.   

When we determine whether to lend a company money, we often define a best and worst-case scenario and assign 
probabilities to each.  After calculating an expected value, we can view capital deployment through a risk-adjusted lens.  
Although this framework is entirely reliant on our assumptions, it allows us to ascertain risk and reward in a practical and 
easy-to-understand way. 

Pascal’s concept of expected value is also the basis for perhaps his most famous argument – Pascal’s Wager.  This wager 
is Pascal’s solution to the age-old question of whether one should believe in God or not.  Pascal argues that the reward 

3Q 2020
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for belief in God is infinite (eternal life, heaven, etc.) while the cost for believing in God is relatively low (going to church, 
praying, etc.) and the worst-case outcome is unknowable.  Therefore, Pascal argued, it is prudent to keep praying! 

It seems like many investors have adapted Pascal’s Wager to the financial markets.  We have heard countless arguments 
about the omnipotence of the Federal Reserve and the endless arsenal of tools Jerome Powell possesses to buoy risk 
assets.  Given recent history, one might assume that buying any dip offers tantalizing upside and muted downside.  After 
all, spreads on high yield bonds peaked the day the Fed announced it would implicitly backstop junk bonds, and the 
Nasdaq is up over 50% since April.   

In the world of high yield debt, where many credits yield less than 3% today, debt investors in search of meaningful yield 
must now venture farther out on the risk spectrum.  Generally, riskier credits carry more debt which makes the issuers of 
that debt more sensitive to economic shocks.  Some investors seem convinced that the Fed can continue to insulate these 
riskier borrowers indefinitely with a deluge of liquidity and low rates. 

But the Fed is not omnipotent.  The liquidity band-aid that has been slapped on the economic wound from the pandemic 
is cosmetic at best.  When the dust settles, we will be left with a deep scar in the form of onerous corporate, personal, 
and national leverage.  The assumption that support from the Fed somehow justifies absurd equity valuations or makes 
all indexed high yield issuers creditworthy is flawed.  The Fed cannot turn bad credits into good credits just by pushing 
prices up. 

We are not suggesting that it is prudent to sit this market out.  After all, the Intrepid Income Portfolio (the “Portfolio”) is 
fully invested.  We are pointing out that everything seems to be working right now.  As an investor once put it, “making 
money in a rising market is no more remarkable than getting wet while walking in the rain.”   

Just like a rainstorm, we do not believe that rising markets last forever.  Sooner or later, which companies we lend to will 
matter.  Accordingly, we continue to deploy capital through a disciplined approach based on expected value and do not 
make decisions predicated on a handout from the Fed. 

Credit markets enjoyed a strong calendar third quarter.  The Bloomberg Barclays U.S. Gov/Credit 1-5Y TR Index returned 
0.37%.  Investment grade corporate bonds returned 1.69% for the quarter, as measured by the ICE BAML US Corporate 
Index.  The lower quality ICE BAML US High Yield Index saw an increase of 4.71%.   

The Portfolio returned 3.35% in the third calendar quarter.  At the end of the quarter, the Portfolio had a yield-to-worst of 
8.40% and an effective duration of 1.94 years. 

For the fiscal year which ended 9/30/2020, the Portfolio returned 3.40%.  During the same period, the Bloomberg 
Barclays U.S. Gov/Credit 1-5Y TR Index returned 4.88%, the ICE BAML US Corporate Index returned 8.06%, and the ICE 
BAML US High Yield Index saw an increase of 3.80%.   

The third quarter was an active one for the Portfolio. We lent money to several companies, including: 

 • Meredith Corporation - Meredith is a diversified media company that owns several large magazine brands and  
  network-affiliated television stations.  A few years ago, Meredith took on some debt to purchase Time for $3.2  
  billion.  Although this turned out to be an ill-timed acquisition, the company still generates good free cash flow  
  (double-digit percentage of total debt) and has been using this cash towards debt reduction.  Although COVID-19  
  has caused leverage to increase, we believe Meredith is in a good liquidity position and can get to its long-term  
  net total leverage target of 2.0x over the next couple of years.  We own the 6.875% notes due 02/01/2026 that  
  currently yield just under 10% to maturity. 



9

3Q 2020

 • Turning Point Brands, Inc. – We purchased Turning Point’s 2.5% broken convertible bonds due 7/15/2024  
  at roughly an 8% yield to maturity at the beginning of the quarter.  The company sells tobacco products through  
  three verticals: Smokeless, Smoking, and NewGen.  The Smokeless and Smoking segments are stable and  
  recession resistant with >50% gross margins and ~40% operating margins.  Both segments are still growing the  
  topline through market share gains and price increases.  NewGen has exposure to vaping and is a high risk/reward  
  call option.  We believe the company carries investment grade credit risk even though the notes are unrated.  If  
  NewGen works out, we believe the stock could also appreciate considerably and cause the converts to end up in  
  the money. 

 • Vista Outdoors, Inc. – Vista is an outdoor sports and recreation company.  This is another position we have  
  owned on both the debt and the equity side before.  The company has steadily been deleveraging its balance sheet  
  through asset sales and enjoyed a surge in ammunition sales earlier this year that translated to a free cash flow  
  yield of over 25% of its debt load.  We continue to like Vista’s 5.875% notes due 10/01/2023 which are currently  
  yielding ~4.5% to next year’s call.

The Portfolio’s top contributors for the three-month period ending September 30, 2020 were Consolidated Tomoka Land 
Co 3.875% notes due 04/15/2025, Tutor Perini Corp 2.875% notes due 6/15/2021, and Turning Point Brands Inc 2.5% 
notes due 7/15/2024 .   The Portfolio only had one material detractor for the quarter, EZ-Corp Inc. 2.875% notes due 
7/01/2024.  After a large run-up from our initial purchase price, these convertible notes gave up some gains but remain 
one of our favorite positions. 

The Portfolio’s top contributors for the fiscal year ending September 30, 2020 were Trulieve Corp. 9.75% notes due 
6/18/2024, EZ-Corp Inc. 2.875% notes due 7/01/2024, and Tutor Perini Corp 2.875% notes due 6/15/2021.  The 
Portfolio’s top detractors for the fiscal year were EQM Midstream Partners 4.75% notes due 7/15/2023, Wyndham 
Destinations Inc 5.625% notes due 3/01/2021, and Donnelley Financial Solutions Inc 8.25% notes due 10/15/2024.  

The Portfolio had over five positions that were called or matured in the third calendar quarter.  We also rebalanced several 
positions. The proceeds from the bonds that matured or were called were redeployed into some of the new securities we 
listed above as well as existing positions.   

We are pleased with the amount of opportunities we have uncovered during this unusual time.  Our preference is to 
continue deploying capital into short duration securities with a clear path to repayment.  As tempting as it may be to put 
one’s faith in the almighty Federal Reserve, we remain steadfast in our conviction that good credit work and discipline will 
ultimately prove the more prudent path.  

Thank you for your investment. 
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Trailing 20 Year Performance Returns
September 30, 2000 to September 30, 2020

Past performance is no guarantee of future results. Intrepid composite returns are presented net of investment advisory fees and all returns are presented 
annualized for the 20-year period ending September 30, 2020. Returns reflect the reinvestment of dividends and other earnings. The volatility of the listed 
benchmarks may differ materially from the volatility of any Intrepid composite. As of January 1, 2019, the Intrepid Small Cap changed its benchmark from the 
Russell 2000 Index to the Morningstar Small Cap Index. As of January 1, 2019, the Intrepid Disciplined Value changed its benchmark from the S&P 500 Index to 
the S&P MidCap 400 Index. As of January 1, 2019, the Intrepid Balanced and Intrepid Income changed their fixed income benchmarks from the ICE BofAML US 
High Yield Index to the Bloomberg Barclays Gov/Credit 1-5 Year TR Index. The benchmarks for the Intrepid Small Cap and the Intrepid Disciplined Value have not 
been changed retroactively. The benchmarks for the Intrepid Balanced and the Intrepid Income have been changed retroactively. 
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Past performance is no guarantee of future results.  Intrepid composite returns are presented net of investment advisory fees and all returns are presented 
annualized for the 20-year period ending September 30, 2020. Returns reflect the reinvestment of dividends and other earnings. The volatility of the listed 
benchmarks may differ materially from the volatility of any Intrepid composite. As of January 1, 2019, the Intrepid Small Cap changed its benchmark from the 
Russell 2000 Index to the Morningstar Small Cap Index. As of January 1, 2019, the Intrepid Disciplined Value changed its benchmark from the S&P 500 Index to 
the S&P MidCap 400 Index. As of January 1, 2019, the Intrepid Balanced and Intrepid Income changed their fixed income benchmarks from the ICE BofAML US 
High Yield Index to the Bloomberg Barclays Gov/Credit 1-5 Year TR Index. The benchmarks for the Intrepid Small Cap and the Intrepid Disciplined Value have not 
been changed retroactively. The benchmarks for the Intrepid Balanced and the Intrepid Income have been changed retroactively. 




