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April 1, 2022

Dear Fellow Shareholders,

After rallying for seven consecutive quarters, stocks (as measured by the S&P 500) recorded their first quarterly loss since the 
covid crash of Q1 2020.  There was good reason for investors to be more cautious, as the quarter had a little bit of everything: 
continued surging inflation, expectations of a more hawkish Fed, concerns of slowing economic growth, and heightened 
geopolitical risk following Russia’s invasion of Ukraine.

Still, it’s hard to say if there is much fear in the markets today, as the Dow Jones Industrial Average and S&P 500 indices 
both ended the quarter within 6% of their all-time highs.  Small caps – which tend to be more economically sensitive – were 
a slightly different story.  The Russell 2000 had tumbled 14% by late January, but rallied to end the quarter down 7.53%. 

For the quarter ended March 31, 2022, the Intrepid Endurance Fund returned -11.00%, compared to a return of -6.18% for 
the Fund’s benchmark Morningstar Small Cap Index.  This underperformance is disappointing, particularly given the Fund’s 
historical tendency to outperform during periods of falling prices.  

For the six months ended March 31, 2022, the Intrepid Endurance Fund returned -7.82% versus -2.67% for the Fund’s 
benchmark Morningstar Small Cap Index.

Total ReturnPERFORMANCE

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

Inception

Intrepid Endurance Fund - Inv.
Intrepid Endurance Fund - Inst.
Morningstar Small Cap Index
^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 Morningstar Small Cap Index is 12.63%.

^

 

Average  Annualized Total Returns
as of March 31, 2022

Inception Date

11/03/09
10/03/05 -11.03%   -11.03%   -13.55%      6.12%        3.38%       3.46%       6.87%

-11.00%   -11.00%   -13.40%      6.36%        3.59%       3.71%       5.53%
  -6.18%     -6.18%     -2.29%    11.46%        9.40%     10.94%       8.95%

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, 2022, the annual operating expense (gross) for the Intrepid Capital Fund-Investor 
Share Class is 1.74% and for the Intrepid Capital Fund-Institutional Share Class is 1.52%. The Fund’s Advisor has 
contractually agreed to reduce its fees and/or reimburse expenses until January 31, 2023, such that the total operating 
expense for the Endurance Fund-Investor Share Class is 1.30% and the Endurance Fund-Institutional Share Class is 
1.15%. The Endurance Fund 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 Endurance Fund-Investor Share Class is 1.31%. The Net Expense for the 
Endurance 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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the US has enjoyed during most of the last decade.  Instead of abating, as many market commentators predicted, inflation 
accelerated higher, ending the quarter with the highest recorded change in Consumer Price Index (CPI) since 1981!  
Recent results of the businesses we follow confirm this trend, as nearly every single one is raising prices to combat their 
swelling input costs.  

We’re not sure what the path of inflation is from here, but we do believe the risk of “higher for longer” has increased since 
the last time of our last commentary.  Accordingly, we have tweaked the portfolio by (1) reducing exposure to positions we 
anticipate to fare worse in a more inflationary environment, and (2) slightly increasing the amount of cash in the portfolio.  
Regarding the former, we sold Camping World Holdings (CWH) and Naked Wines (WINE LN), two recent additions to 
the Fund, early during the quarter.  We think both are good businesses and are open to owning them again at more attractive 
valuations.  The Fund ended the quarter with a cash level of 8%. In the event of more volatility, we hope to deploy that into 
attractive opportunities.  

On the other hand, we increased exposure to businesses whose stocks were punished due to supply chain issues we believe 
are temporary, but who are seeing very strong demand.  Notable examples included the technology hardware companies 
Fabrinet (FN) and Silicom (SILC).  To a lesser extent, it also included homebuilder LGI Homes (LGIH).  We view the 
Fund’s long-term perspective as one of its key advantages, and are confident betting that supply chains will eventually recover 
and that companies with structural demand growth will disproportionately benefit.     

We made two notable sales during the quarter:

 • Take Two Interactive (TTWO) - a leading video game publisher which the Fund owned for several years.   
  During the quarter, the company announced the acquisition of a mobile game developer called Zynga (ZNGA).   
  While we remain very bullish on TTWO, the market cap after the acquisition (which included stock) made  
  the holding too large for a small cap-focused Fund and we sold soon after the announcement.  

 • IAA Inc. (IAA) – IAA reported results in February and issued guidance for 2022 that included a decline in  
  profitability. The drivers of the tough outlook were both market share losses to a better-executing competitor  
  and higher operating costs. For a business that should benefit both from improved execution after spinning out  
  of its parent company and its pricing power, we lost a good deal of confidence in the management team. We  
  continue to like the fundamentals of IAA’s industry (salvage auto) and business, and will continue to follow it  
  to see if new management can put it on a better track.

Top Ten Holdings (% OF NET ASSETS)

Top ten holdings are as of March 31, 2022. Fund holdings are 
subject to change and are not recommendations to buy or 
sell any security.

We have written in prior letters that the Fund will tend to be more fully invested 
going forward when compared to its history, and that exposure will be more 
concentrated in companies we believe have sustainable competitive advantages 
that are driving structural market share growth.  While we expect this approach 
to work well over multi-year periods, it has not served us well in the past few 
quarters.  Although we were pleased with the operating results and outlooks for 
the companies that the Fund owns, we fell victim to violent sector and factor 
rotations during the quarter, and many of our faster-growing holdings saw their 
multiples compress.  We have made a few minor adjustments to our positioning, 
but our overall posture and strategy remains consistent.  

Positioning
Perhaps the most notable development during the quarter was the continued 
increase in inflation, and the risk that poses to the ultra-loose monetary policy 

Civitas Resources, Inc. 7.2%
WNS Holdings Ltd 5.2%
Franklin Covey Co.  5.0%
Green Thumb Industries, Inc. 4.3%
Skechers USA Inc. - Class A 4.2%
Conduent Inc. 4.2%
Dropbox Inc. - Class A 4.2%
Becle SAB DE CV 4.1%
Hilltop Holdings, Inc. 4.0%
Silicom Ltd 4.0%
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The only major new position purchased by the Fund was Atento SA (ATTO).  Atento is the leading business process 
outsourcer in South America and is in the late stage of a turnaround following the implementation of new management 
in 2019. The company has experienced accelerated top line growth and significant margin expansion the last several 
years, yet still trades at a low valuation due to investors’ disregard for the more volatile Latin American economies as 
well as a very illiquid stock. The illiquidity is driven by an unusual shareholder base, with roughly two-thirds of the 
shares held by institutional credit investors. These controlling shareholders have a lock-up that expires in Q2 2022 
and there was recently a news story that they have hired an investment bank to evaluate strategic alternatives for the 
company. We have invested in ATTO due to its improved operating results and cheap valuation, but would not be 
disappointed if the company was sold to a strategic or financial buyer.

Contributors & Detractors
The largest detractors to performance were:
 • LGI Homes (LGIH) – Homebuilder stocks such as LGIH were brutalized during the quarter, as rising interest  
  rates and materials costs led to affordability concerns.  We take a longer-term perspective on the housing  
  market, and believe there is a shortage of homes resulting from years of underbuilding.  We think LGIH is  
  one of the best builders in the industry and has the potential to continue gaining market share. The Fund  
  purchased additional shares following the decline in share price.     

 • Green Thumb Industries (GTBIF) and Trulieve (TRUL CN) – Both are companies in the cannabis industry,  
  discussed in more detail below.

The top contributors to performance were:

 • Civitas Resources (CIVI) – Civitas is a leading oil and natural gas producer in Colorado. Its Board of Directors  
  did a masterful job merging with peers to build scale while energy prices were low, and today has a pristine  
  balance sheet, tons of free cash flow, and is returning most of that cash to investors quickly. With rising oil and  
  gas prices during the quarter, Civitas’ stock was a beneficiary as investors begin to price in higher commodity  
  prices.

 • Atento SA (ATTO) – A new position (as described above), a news story suggesting that Atento had hired  
  advisers to evaluate strategic alternatives came out after we initiated our position, sending the shares higher.

 • iShares Gold Trust (IAU) – The Fund has held a small position in this gold ETF for several years as a hedge  
  against unfavorable outcomes resulting from what we viewed as extreme monetary policy from the Federal  
  Reserve.  The price of gold rose during the quarter mostly due to rising inflation. 

Cannabis Positions
It was another frustrating quarter to be a cannabis investor, as these positions once again significantly underperformed 
the broader indices.  Unfortunately, these stocks continue to trade almost entirely based on expectations of regulatory 
change instead of their fundamentals.  Institutional investors have still had a tough time entering the industry, which 
has created some of the most inefficiently priced securities we have come across.  We think two recent examples 
highlight this inefficiency:

 1) The interest rates that cannabis companies pay on their debt have come down significantly over the last year.   
  In a normally functioning industry, we would expect this decline in cost of capital to translate to higher equity  
  prices.  Instead, the opposite has been true for cannabis equity prices over the last year.  In the 25 years that  
  Intrepid has studied the capital markets, we cannot ever recall such a phenomenon.  
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 2) A news outlet reported on March 24 that the US House of Representatives would soon be voting on the  
  MORE Act – a bill to decriminalize marijuana.  US cannabis stocks initially rallied on the news, before ending  
  the day roughly flat.  Canadian cannabis stocks, on the other hand, surged!  Canadian stocks such as Tilray,  
  Sundial and Aurora were up 22%, 23% and 11%, respectively, on the day.  Importantly, this legislation would  
  have virtually no impact on the Canadian companies!  Investors did not care, however, mistaking them for US  
  cannabis companies and sending the stocks rocketing higher.  

It’s likely that some type of regulatory change (perhaps banking reform) will be the catalyst that allows a wider 
pool of investors to access the industry, which we think will create capital inflows and a re-rating of multiples.  The 
Senate is expected to introduce a sweeping legalization bill in April.  While most do not believe the bill has enough 
support to pass, many industry insiders think key senators would then pivot to focus on reform that is easier to pass.  
Although we do not have a strong view on the timing of such legislation, we strongly believe it is a matter of “when” 
and not “if.”  

We continue to remain very bullish on the cannabis businesses that the Fund owns, believing that the incredible 
growth in demand, government-restricted supply, and cheap EBITDA multiples will ultimately result in attractive 
prospective returns for the Fund.  However, we have allowed the Fund’s exposure to this industry to shrink as prices 
have come down.  Despite the seemingly more attractive valuations, we recognize that this industry trades very 
unconventionally and we would like to reduce concentration risk ahead of upcoming developments on the regulatory 
front.  The Fund ended the quarter with 11.7% invested in the cannabis industry, which is split between three 
companies which we view as the highest quality businesses in the industry.

Outlook
Although it was a slower than expected start, we remain optimistic about the remainder of the year.  The Fund has 
concentrated exposure to companies that we believe have significant competitive advantages, talented management 
teams, strong balance sheets, and trade at reasonable valuations.  We remain laser focused on identifying the best 
small cap opportunities that share these characteristics instead of trying to predict which sectors will be in favor 
next quarter or the direction of macroeconomic indicators.  Over longer-term periods, we expect this to produce 
attractive risk-adjusted returns.  

Thank you for your trust and investment. Our capital is invested alongside yours in the Fund and we remain very 
optimistic about its future.

Matt Parker, CFA, CPA
Intrepid Endurance Fund Co-Portfolio Manager

Joe Van Cavage, CFA
Intrepid Endurance Fund Co-Portfolio Manager
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Past performance is not a guarantee of future results.

Mutual Fund investing involves 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.  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 Morningstar Small Cap Index tracks the performance of U.S. small-cap stocks that fall between 90th and 97th percentile in market capitalization of the 
investable universe. The Russell 2000 Index consists of the smallest 2,000 companies in a group of 3,000 U.S. companies in the Russell 3000 Index, as ranked 
by market capitalization.  You cannot invest directly in an index. 

The Dow Jones Industrial Average (DJIA), also known as the Dow 30, is a stock market index that tracks 30 large, publicly-owned blue-chip companies trading 
on the New York Stock Exchange (NYSE) and Nasdaq.

The S&P 500 Index, or Standard & Poor’s 500 Index, is a market-capitalization-weighted index of 500 leading publicly traded companies in the U.S.

Free cash flow represents the cash a company generates after accounting for cash outflows to support operations and maintain its capital assets. 

Cash flow refers to the net amount of cash and cash equivalents being transferred in and out of a company.

EBITDA, or earnings before interest, taxes, depreciation, and amortization, is a measure of a company’s overall financial performance and is used as an alternative 
to net income in some circumstances.

The Consumer Price Index (CPI) is a measure that examines the weighted average of prices of a basket of consumer goods and services, such as transportation, 
food, and medical care. 

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.
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