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Dear Fellow Shareholders,

There was nowhere to hide for investors in the first 
quarter of 2022.  We witnessed a pernicious combination 
of accelerating inflation and rising rates that dented every 
major asset class.  Income-oriented investors were especially 
affected by the rise in the cost of borrowing, which skewered 
long-duration bonds.  Treasuries and investment-grade bonds 
sold off significantly more than junk bonds, and even equity 
indices, as investors repositioned for the end of an overly 
accommodative Federal Reserve.

Bloomberg USGov/Cred 1-5Y
Bloomberg US Agg Bond Index

 -3.45%       -3.45%      -3.84%     1.14%        1.42%      1.36%        1.48%
 -5.93%      -5.93%     -4.15%     1.69%        2.14%     2.24%        2.54%

Total Return

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

Inception

Intrepid Income Fund - Inst.^

Average Annualized Total Returns
as of March 31, 2022PERFORMANCE

Inception Date

8/16/10   0.16%        0.16%       5.85%     7.01%        5.28%      4.03%        4.35%

^Institutional Class shares of the Intrepid Income Fund commenced operations on August 16, 2010. Performance shown prior 
to August 16, 2010 (Since Inception) reflects the performance of Investor Class shares, which commenced operations on July 
2, 2007, and includes expenses that are not applicable to and are higher than those of Institutional Class shares.

Effective January 31, 2014, the Investor Class shares of the Fund were closed, and any outstanding Investor Class shares were 
converted into Institutional Class shares.

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 Income Fund-Institutional Share 
Class is 1.05%. The Fund's Advisor has contractually agreed to reduce its fees and/or reimburse expenses until January 31, 2023 such 
that total operating expense for the Income Fund-Institutional Share Class is 0.90%. The Income Fund may have Net Expense higher 
than the expense cap 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 Income Fund-Institutional Class is 0.92%. The Net Expense Ratio represents the 
percentage paid by investors. Otherwise, performance shown would have been lower.

30-Day Subsidized SEC Yield: 6.63%; 30-Day Unsubsidized SEC Yield: 6.56%

 
There was nowhere to hide for investors in 
the first quarter of 2022.  We witnessed a 
pernicious combination of accelerating 
inflation and rising rates that dented every 
major asset class.  Income-oriented 
investors were especially affected by the 
rise in the cost of borrowing, which 
skewered long-duration bonds.  Treasuries 
and investment-grade bonds sold off 
significantly more than junk bonds, and 
even equity indices, as investors 
repositioned for the end of an overly 
accommodative Federal Reserve.   
 

It turns out that low-single-digit 
coupons on long-dated fixed income 
securities are not especially attractive in 
a normalized environment.  Take 
Google’s 2.25% Senior Unsecured 
Bond due in 2060.  These bonds were 
issued in August 2020 when the 30-year 
Treasury was yielding a measly 1.25%.  
The chart to the left highlights how 
brutal duration risk can be. These bonds 
have sold off over 30% since issuance as 
rates have moved higher. 

 
Our last several commentaries have outlined the peril of long-duration assets and what might happen 
if/when inflation spurs the Federal Reserve to act.  Fed fund futures are now predicting an effective 
rate of 2.735% by the end of the year compared to an effective rate of just 0.33% today.  It is hard for 
us to imagine anything but pain for fixed income indices if rates move that much that quickly. 
 
We wish we could predict with certainty what will happen next.  Perhaps inflation has already peaked 
and now is a great time to buy long-duration assets.  Or perhaps inflation continues to accelerate, and 
we are headed for a recession as stimulus from the pandemic wears off and businesses fail to pass along 
higher input costs.  We believe that the Intrepid Income Fund (the “Fund”) is well positioned 
for either scenario. 
 
The primary goal of the Fund is to make money in any environment.  To that end, we are pleased 
to have gained 0.16% for the quarter ended March 31, 2022.  We accomplished this result through 
a mixture of careful underwriting and a focus on short-duration credits that are not as susceptible to 
the duration risk we discussed in the introduction.  We detail specific contributors and detractors for 
the Fund later in the commentary. 
 
The beauty of our strategy is that we are constantly able to redeploy capital from maturing securities 
into the market.  For instance, we expect nearly 1/3 of the Fund’s current positions to be called or to 
mature before the end of 2022.  In a rising rate environment, this liquidity allows us to take advantage 

Source: Morgan Stanley Research 
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It turns out that low-single-digit coupons on long-dated fixed income securities are not especially attractive in a normalized 
environment.  Take Google’s 2.25% Senior Unsecured Bond due in 2060.  These bonds were issued in August 2020 when 
the 30-year Treasury was yielding a measly 1.25%.  The chart above highlights how brutal duration risk can be. These bonds 
have sold off over 30% since issuance as rates have moved higher.

Our last several commentaries have outlined the peril of long-duration assets and what might happen if/when inflation 
spurs the Federal Reserve to act.  Fed fund futures are now predicting an effective rate of 2.735% by the end of the year 
compared to an effective rate of just 0.33% today.  It is hard for us to imagine anything but pain for fixed income indices 
if rates move that much that quickly.

We wish we could predict with certainty what will happen next.  Perhaps inflation has already peaked and now is a great 
time to buy long-duration assets.  Or perhaps inflation continues to accelerate, and we are headed for a recession as 
stimulus from the pandemic wears off and businesses fail to pass along higher input costs.  We believe that the Intrepid 
Income Fund (the “Fund”) is well positioned for either scenario.

The primary goal of the Fund is to make money in any environment.  To that end, we are pleased to have gained 0.16% for 
the quarter ended March 31, 2022.  We accomplished this result through a mixture of careful underwriting and a focus on 
short-duration credits that are not as susceptible to the duration risk we discussed in the introduction.  We detail specific 
contributors and detractors for the Fund later in the commentary.

The beauty of our strategy is that we are constantly able to redeploy capital from maturing securities into the market.  For 
instance, we expect nearly 1/3 of the Fund’s current positions to be called or to mature before the end of 2022.  In a rising 
rate environment, this liquidity allows us to take advantage of more attractive prices on bonds as yields increase and prices 
fall.  Hence, we expect to continue enhancing the Fund’s yield profile to keep up with inflationary pressures.    

At the end of the first quarter, the yield-to-worst on the Fund was 7.44%, nearly 200 basis points higher than at the end 
of the prior quarter.  Combined with our emphasis on smaller issue sizes, our strict underwriting criteria, and our short 
duration bias, we believe we are tailor-made for this environment.  

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.

Apollo Co. Real Estate, 08/23/2022, 4.750%  5.8%
Great Western Petroleum, 09/01/2025, 12.0%  4.9%
Battle Motors, Inc., 11/24/2024, 6.500%  4.4%
Turning Point Brands, 2/15/2025, 5.625%  4.4%
Trulieve Cann., 10/06/2026, 8.000%  4.3%
Exterran Energy, 5/01/2025, 8.100%  4.3%
Gage Growth Corp., 11/30/2022, 10.250%  4.2%
EZCORP, 5/01/2025, 2.375%  4.1%
PBF Logistics, 5/15/2023, 6.900%  3.9%
Targa Resources Perf., 9.500%  3.8%
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securities are not especially attractive in 
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Google’s 2.25% Senior Unsecured 
Bond due in 2060.  These bonds were 
issued in August 2020 when the 30-year 
Treasury was yielding a measly 1.25%.  
The chart to the left highlights how 
brutal duration risk can be. These bonds 
have sold off over 30% since issuance as 
rates have moved higher. 

 
Our last several commentaries have outlined the peril of long-duration assets and what might happen 
if/when inflation spurs the Federal Reserve to act.  Fed fund futures are now predicting an effective 
rate of 2.735% by the end of the year compared to an effective rate of just 0.33% today.  It is hard for 
us to imagine anything but pain for fixed income indices if rates move that much that quickly. 
 
We wish we could predict with certainty what will happen next.  Perhaps inflation has already peaked 
and now is a great time to buy long-duration assets.  Or perhaps inflation continues to accelerate, and 
we are headed for a recession as stimulus from the pandemic wears off and businesses fail to pass along 
higher input costs.  We believe that the Intrepid Income Fund (the “Fund”) is well positioned 
for either scenario. 
 
The primary goal of the Fund is to make money in any environment.  To that end, we are pleased 
to have gained 0.16% for the quarter ended March 31, 2022.  We accomplished this result through 
a mixture of careful underwriting and a focus on short-duration credits that are not as susceptible to 
the duration risk we discussed in the introduction.  We detail specific contributors and detractors for 
the Fund later in the commentary. 
 
The beauty of our strategy is that we are constantly able to redeploy capital from maturing securities 
into the market.  For instance, we expect nearly 1/3 of the Fund’s current positions to be called or to 
mature before the end of 2022.  In a rising rate environment, this liquidity allows us to take advantage 

Source: Morgan Stanley Research 
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The chart below shows how our Fund’s metrics compare to various fixed income benchmarks

Outside of the Fund, fixed income performance in the first quarter was down across the board.  The duration-heavy 
Bloomberg US Aggregate Bond Index (the “Bloomberg Aggregate Index”) dropped -5.93% for the quarter ended March 
31, 2022 and the ICE BofAML US Corporate Index (the “Corporate Index”) returned -7.74% over the  same period.  
Riskier debt also suffered, with the ICE BofAML High Yield Index (the “HY Index”) losing -4.51% in the quarter.  Even 
the shorter-duration Bloomberg US Govt/Credit 1-5 Year Total Return USD Index (the “1-5 Year TR Index”) lost -3.45% 
over the same period.  

We also report semiannual results given the Fund’s 9/30 fiscal year end. For the first six months of the Fund’s fiscal year, 
the Fund gained 1.51%.  This compares to a loss of -5.92% for the Bloomberg Aggregate Bond Index and a loss of -7.58% 
for the Corporate Index.  The 1-5 Year TR Index lost -4.15% and the HY Index lost -3.89% over the same period.

Our performance vs. benchmarks is summarized in the table below.

The Fund’s success during the first calendar quarter was primarily attributable to idiosyncratic security performance, but 
we also benefited from our lack of exposure to longer duration credits.  Our top contributors for the three months ended 
3/31/2022 included:

 • ZEV 7.5% due 5/15/2024 – Lightning eMotors Inc. is an electric vehicle company with a very peculiar busted  
  convertible bond.  The company emerged from a special purpose acquisition company (SPAC) in May 2021,  
  which is when the convert was issued, and the stock quickly deteriorated as SPACs broadly fell out of favor.  

  Although ZEV is not the sort of company we typically lend to, we recognized that the Colorado-based  
  manufacturer was flush with cash, had an impressive backlog with blue-chip counterparties, and had massive  

of more attractive prices on bonds as yields 
increase and prices fall.  Hence, we expect to 
continue enhancing the Fund’s yield profile to 
keep up with inflationary pressures.     
 
At the end of the first quarter, the yield-to-
worst on the Fund was 7.44%, nearly 200 basis 
points higher than at the end of the prior 
quarter.  Combined with our emphasis on 
smaller issue sizes, our strict underwriting 
criteria, and our short duration bias, we believe 
we are tailor-made for this environment.   
 
The chart below shows how our Fund’s metrics compare to various fixed income benchmarks.   
 

 
 
Outside of the Fund, fixed income performance in the first quarter was down across the board.  The 
duration-heavy Bloomberg US Aggregate Bond Index (the “Bloomberg Aggregate Index”) dropped -
5.93% for the quarter ended March 31, 2022 and the ICE BofAML US Corporate Index (the 
“Corporate Index”) returned -7.74% over the  same period.  Riskier debt also suffered, with the ICE 
BofAML High Yield Index (the “HY Index”) losing -4.51% in the quarter.  Even the shorter-duration 
Bloomberg US Govt/Credit 1-5 Year Total Return USD Index (the “1-5 Year TR Index”) lost -3.45% 
over the same period.   
 
We also report semiannual results given the Fund’s 9/30 fiscal year end. For the first six months of 
the Fund’s fiscal year, the Fund gained 1.51%.  This compares to a loss of -5.92% for the 
Bloomberg Aggregate Bond Index and a loss of -7.58% for the Corporate Index.  The 1-5 Year TR 
Index lost -4.15% and the HY Index lost -3.89% over the same period. 
 
Our performance vs. benchmarks is summarized in the table below. 
 

ICMUX BB 1-5 Yr. TR BB US Agg. ICE BofAML HY
Yield-to-Worst 7.44% 2.58% 2.92% 6.03%
Effective Duration 2.07     2.71                6.58            4.18                      
Gross Leverage [1] 2.91x N/A N/A 3.75x
Number of Issues 35        3,156              12,538        2,051                    
Average Issue Size (MM) $351 $2,750 $2,096 $693
[1] Gross  Leverage is  a measure o f a company's  g ross  deb t  to  EBITDA over the trailing  twelve months . The g ross  leverage figure fo r ICMUX is  a 
weighted  average o f the Fund 's  ho ld ings  based  on internal es t imates  and  data from Bloomberg . The Gross  Levereage figure fo r the ICE BofAML High 
Yield  Index is  based  on data from Morgan Stanley Research's  Corporate Cred it  Chartbook pub lished  April 1, 2022 . We do  no t  p rovide es t imates  fo r the 
Bloomberg  US Govt/Cred it  1-5 Year To tal Return USD Index and  the Bloomberg  US Aggregate Index g iven the large contingent o f government deb t  
found  in bo th ind ices .

Top Ten Holdings (%  of Net Assets)
Apollo Co. Real Estate, 08/23/2022, 4.750% 5.8%
Great Western Petroleum, 09/01/2025, 12.0% 4.9%
Battle Motors, Inc., 11/24/2024, 6.500% 4.4%
Turning Point Brands, 2/15/2025, 5.625% 4.4%
Trulieve Cann., 10/06/2026, 8.000% 4.3%
Exterran Energy, 5/01/2025, 8.100% 4.3%
Gage Growth Corp., 11/30/2022, 10.250% 4.2%
EZCORP, 5/01/2025, 2.375% 4.1%
PBF Logistics, 5/15/2023, 6.900% 3.9%
Targa Resources Perf., 9.500% 3.8%

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.

 
 
The Fund’s success during the first calendar quarter was primarily attributable to idiosyncratic security 
performance, but we also benefited from our lack of exposure to longer duration credits.  Our top 
contributors for the three months ended 3/31/2022 included: 
 

• ZEV 7.5% due 5/15/2024 – Lightning eMotors Inc. is an electric vehicle company with a very 
peculiar busted convertible bond.  The company emerged from a special purpose acquisition 
company (SPAC) in May 2021, which is when the convert was issued, and the stock quickly 
deteriorated as SPACs broadly fell out of favor.   
 
Although ZEV is not the sort of company we typically lend to, we recognized that the 
Colorado-based manufacturer was flush with cash, had an impressive backlog with blue-chip 
counterparties, and had massive equity backers like BP Technology Ventures (the venture 
capital arm of BP), which made it unlikely to default on its debt.  We began purchasing the 
converts at 70 cents on the dollar, which equated to a very juicy yield of over 20%.   
 
Shortly after we started buying a position, the company announced a large deal with Forest 
River, a Berkshire Hathaway company, that sent the stock soaring.  The converts quickly traded 
up.  Luckily for us, ZEV’s stock has been volatile enough over the past few months that we 
have opportunistically built a larger position in the converts with a cost basis below 80 cents 
on the dollar.   
 
The company continues to carry nearly $200 million of cash on its balance sheet against the 
~$88 million outstanding on this convertible note.  We like the fact that that the indenture for 
this note has some protections that are not normally found in a convert, like a negative pledge 
that restricts the company from borrowing any more debt, and a make-whole feature that allows 
us to convert the note early with a hefty cash premium from the company.  Given how soon 
these notes mature, we are confident that the company will find a way to refinance them. 
 
We will consider adding to our small position in this quirky convert if the company continues 
its positive fundamental trajectory.   

GRTWST 12% due 9/01/2025 – We have written at length in previous commentaries about 
our affinity for the debt of Great Western.  No issuer has contributed more to the Fund’s 
performance over the past few years.  Unfortunately, it seems our favorite driller’s legacy of 
creating value for the Fund will end towards the close of this Summer.   

PDC Energy announced it is purchasing GRTWST for $1.3 billion and expects to close on the 
deal by the end of the 2nd quarter.  It is likely that PDC will refinance GRTWST’s bonds upon 

Relevant Benchmarks vs. ICMUX Performance 3 Months Ended 3/31/2022 6 Months Ended 3/31/2022

Bloomberg US Govt/Credit 1-5 Year Total Return USD Index -3.45% -4.15%

Bloomberg US Aggregate Index -5.93% -5.92%

ICE BofAML US Corporate Index -7.74% -7.58%

ICE BofAML High Yield Index -4.51% -3.89%

Intrepid Income Fund 0.16% 1.51%
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  equity backers like BP Technology Ventures (the venture capital arm of BP), which made it unlikely to default  
  on its debt.  We began purchasing the converts at 70 cents on the dollar, which equated to a very juicy yield of  
  over 20%.  

  Shortly after we started buying a position, the company announced a large deal with Forest River, a Berkshire  
  Hathaway company, that sent the stock soaring.  The converts quickly traded up.  Luckily for us, ZEV’s stock has  
  been volatile enough over the past few months that we have opportunistically built a larger position in the  
  converts with a cost basis below 80 cents on the dollar.  

  The company continues to carry nearly $200 million of cash on its balance sheet against the ~$88 million  
  outstanding on this convertible note.  We like the fact that that the indenture for this note has some protections  
  that are not normally found in a convert, like a negative pledge that restricts the company from borrowing  
  any more debt, and a make-whole feature that allows us to convert the note early with a hefty cash premium  
  from the company.  Given how soon these notes mature, we are confident that the company will find a way to  
  refinance them.

  We will consider adding to our small position in this quirky convert if the company continues its positive  
  fundamental trajectory.  

  GRTWST 12% due 9/01/2025 – We have written at length in previous commentaries about our affinity for the  
  debt of Great Western.  No issuer has contributed more to the Fund’s performance over the past few years.   
  Unfortunately, it seems our favorite driller’s legacy of creating value for the Fund will end towards the close of  
  this Summer.  

  PDC Energy announced it is purchasing GRTWST for $1.3 billion and expects to close on the deal by the end  
  of the 2nd quarter.  It is likely that PDC will refinance GRTWST’s bonds upon closing, which means we could  
  get as high as 113 cents on the dollar for a bond that was issued at 97.5 cents on the dollar a little over a year ago  
  and clipped 12% coupons in between.  We see very little risk of the deal not getting done.  

  We have enjoyed nearly a 35% weighted-IRR across two separate issues since first purchasing GRTWST bonds.   
  We will be sad to see these go.

 • PBFX 6.875% due 5/15/2023 – PBFX continues to march closer to a refinancing, which we believe will happen  
  before the end of the Summer.  The logistics company is a free cash flow machine and has done a nice job paying  
  down its revolver in front of these notes coming due.  Nothing special caused these notes to trade up during  
  the quarter, but we believe the market is starting to reward free cash flow generators against the backdrop of a  
  rising rate environment. 

Both ZEV and GRTWST were also top contributors for the six months ended 3/31/2021, along with:

 • TK 5% due 1/15/2023 – Similar to GRTWST, Teekay Corporation has created a lot of value for the Fund over  
  the past couple of years.  In January, the company announced a tender offer for these convertible notes that was  
  too good to pass up.  We received 102 cents on the dollar for a security we started accumulating for 80 cents on  
  the dollar a couple of years ago.  
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Our top detractors for the three-month period ended 3/31/2021 all had one thing in common: a longer-dated  
maturity. Although the vast majority of the Fund’s holdings are concentrated in short duration credits, we  
occasionally lend to exceptional companies for longer periods of time.  These positions included:

 • CNSL 5% due 10/01/2028 – Consolidated Communications Holdings, Inc. is in the middle of an expensive  
  buildout of its fiber network.  We believe in the long-term strategy of the company, and we like the fact it is  
  backed by a strong private equity partner in Spotlight, but the duration risk for these notes was too great for us  
  to hold onto them.  We sold out of this position completely during the quarter after suffering a modest loss.  

 • LGIH 4% due 7/15/2029 – We have written in previous commentaries about why we like LGI Homes, Inc.  We  
  believe this company is helping to address the shortage of affordable housing that our country faces.  However,  
  the double whammy of a long-dated bond and a business that is susceptible to rising mortgage rates make this  
  position too risky for the Fund.  We sold out of LGIH completely during the quarter at a loss but will look to add  
  back to this position if the yield becomes attractive enough.

 • RAX 5.375% due 12/01/2028 –Rackspace Technology, Inc. is generating decent free cash flow that it is using to  
  improve its balance sheet and it only has modest capital expenditure needs.  Unfortunately, the bonds for this  
  informational technology services company were long-dated enough to get whacked by the sell-off in duration.   
  We quickly trimmed this position in half during the quarter after suffering a modest loss and have watched the  
  bonds continue to move lower.  We will consider adding back to this position as the yield on the notes moves  
  closer to double-digit territory given that we love the underlying business.

Both CNSL and RAX were also top detractors for the six months ended 3/31/2021, along with:

 • TPB 5.625% due 2/15/2026 – We have discussed Turning Point Brands, Inc. extensively in previous commentaries.   
  These senior secured bonds are well covered by the underlying tobacco business (Stoker’s), which we believe  
  should continue to generate gobs of cash flow in any economic environment.  Over the last year, TPB has  
  experienced changes in the c-suite which has led to the stock selling off.  The new CEO, Efremov Yavor, responded  
  by purchasing some shares in the open market.  We believe the bonds have suffered from being slightly longer  
  dated, but we remain confident in the company’s long-term trajectory and have been adding to our position in  
  the mid-90s.

The Income Fund had four corporate bond positions that were called or matured in the first calendar quarter.  We were 
very active in reducing or selling out of positions as they hit our internal yield bogey, or presented too much duration risk, 
completely exiting ten of our holdings.  The proceeds from the bonds that were called, sold, or matured were redeployed 
into a mixture of existing positions and new positions, including:

 • ESICN 9.25% due 4/15/2024 (Owned Previously) – We have written at length about Ensign Energy Services,  
  Inc. in previous commentaries.  We first purchased these bonds when they were issued in the primary market in  
  early 2019.  Not long afterwards, oil prices began to deteriorate, and we quickly trimmed our exposure to oil  
  field services, exiting ESICN completely.

  The company took advantage of the turmoil in the energy market by buying back nearly $300 million worth of  
  bonds at a deeply discounted price.  Today, the company has $400 million of bonds outstanding under this issue  
  which sits beneath ~$700 million of revolver debt.  Despite this large debt load, the company should generate  
  ~$130 million of free cash flow this year, almost all of which will go towards debt paydown, and should exit the  
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  year with less than 3x gross leverage.  We expect the landscape for drilling to continue improving as oil companies  
  become more active and we think that Ensign should have an opportunity to refinance these bonds as soon as this  
  Summer when the call price drops down to 102.313.

 • EXTNRG 8.125% due 5/01/2025 – Exterran Corporation is being acquired by Enerflex Limited in an all-share  
  transaction, and these EXTNRG bonds will be taken out once the deal is closed. EFX has committed bridge  
  financing from RBC that will backstop an anticipated issuance of new debt securities prior to the close.  The  
  combined company will be ~2.5x net levered and should have a BB+ rating, which means it will have a  
  significantly lower coupon than the existing EXTNRG debt.

  We were able to scoop up these EXTNRG 8.125% bonds at 100.75, which equates to a ~10% yield to the  
  102.03 call price if the deal closes by October 1st.  The company has communicated that closing should be in  
  the 2nd or 3rd quarter, so we believe October 1st is a conservative estimate.  

  Although we are highly confident the deal will close, we are also comfortable owning EXTNRG bonds were the  
  deal to fall apart.  Exterran’s free cash flow profile and leverage is very similar to Ensign’s, and we will look to add  
  to this position if the bonds sell off for any reason.

 • VRNO 8.5% due 8/28/2023 (New Tranche of Existing Loan Facility) – Verano is in our view one of the best  
  positioned cannabis companies in the country, with exposure to limited license states like Florida, Illinois, and  
  New Jersey.  This loan was an add-on to an existing facility that was syndicated by Chicago Atlantic Group, a  
  REIT that underwrites secured debt in the cannabis space.  We believe the company will look to do a global  
  refinancing on the entire loan facility later this year and we feel well covered by the underlying collateral on this  
  1st lien paper. 

 • DISH 5.875% due 11/15/2024 – DISH DBS is one of the largest pay-TV providers with 8.2 million satellite  
  customers and 2.5 million Sling TV subscribers.  The company is a cash flow machine that has managed quite  
  well through continued subscriber losses.  Although net leverage is a little high at 3.7x, we believe the company  
  is well positioned for 5G and should continue generating free cash flow to pay down debt.  We picked up these  
  notes at a ~7% yield-to-worst which we believe is very attractive for a 2.5-year maturity. 

Looking back over the past several quarters, 
we could not be more pleased with the way 
our strategy has worked in a volatile, rising-
rate environment.  We are especially proud 
of the fact that we were up more than our 
benchmarks during last year’s bull market run 
and subsequently have made money so far this 
year during a sharp sell-off in nearly every asset 
class. 

As the graph to the right shows, our short duration 
bias and high yield profile makes us a unique 
choice verses our benchmarks.  As rates continue 
to move higher, we think it is likely that we 
will continue to enhance our yield profile while 
keeping a relatively low effective duration.

Although we are highly confident the deal will close, we are also comfortable owning EXTNRG 
bonds were the deal to fall apart.  Exterran’s free cash flow profile and leverage is very similar 
to Ensign’s, and we will look to add to this position if the bonds sell off for any reason. 
 

• VRNO 8.5% due 8/28/2023 (New Tranche of Existing Loan Facility) – Verano is in our 
view one of the best positioned cannabis companies in the country, with exposure to limited 
license states like Florida, Illinois, and New Jersey.  This loan was an add-on to an existing 
facility that was syndicated by Chicago Atlantic Group, a REIT that underwrites secured debt 
in the cannabis space.  We believe the company will look to do a global refinancing on the 
entire loan facility later this year and we feel well covered by the underlying collateral on this 1st 
lien paper.  

 

• DISH 5.875% due 11/15/2024 – DISH DBS is one of the largest pay-TV providers with 8.2 
million satellite customers and 2.5 million Sling TV subscribers.  The company is a cash flow 
machine that has managed quite well through continued subscriber losses.  Although net 
leverage is a little high at 3.7x, we believe the company is well positioned for 5G and should 
continue generating free cash flow to pay down debt.  We picked up these notes at a ~7% yield-
to-worst which we believe is very attractive for a 2.5-year maturity.  

 
Looking back over the past several quarters, we could not be more pleased with the way our strategy 
has worked in a volatile, rising-rate environment.  We are especially proud of the fact that we were up 
more than our benchmarks during last year’s bull market run and subsequently have made money so 
far this year during a sharp sell-off in nearly every asset class.  
 
As the graph below shows, our short duration bias and high yield profile makes us a unique choice 
verses our benchmarks.  As rates continue to move higher, we think it is likely that we will continue to 
enhance our yield profile while keeping a relatively low effective duration. 
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However, as inflation continues to wreak havoc, and rising rates dislodge stubbornly low yields on certain longer-dated 
fixed income securities, we will continue to stay open-minded.  The portfolio will always have a bias towards short-dated 
credits, but, at a certain point, we believe that there will be a golden opportunity to lend further out at attractive returns.  
Until then, we will continue to sink the three-foot putts.

Thank you for your investment.

Sincerely,

Hunter Hayes
Intrepid Income Fund Co-Portfolio Manager

Mark F. Travis, President
Intrepid Income Fund Co-Portfolio Manager

Mutual fund investing involves risk. Principal loss is possible.

All investments involve risk. Principal loss is possible. Investments in debt securities typically decrease in value when 
interest rates rise. The risk is generally 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 ICE BofAML US High Yield Index tracks the performance of US dollar denominated below investment grade corporate debt publicly issued in the US domestic 
market.  Qualifying securities must have a below investment grade rating (based on an average of Moody’s, S&P and Fitch), at least 18 months to final maturity at the 
time of issuance, at least one-year remaining term to final maturity as of the rebalancing date, a fixed coupon schedule and a minimum amount outstanding of $250 
million.  The Bloomberg U.S. Aggregate Bond Index is an index representing about 8,200 fixed income securities. To be included in the index, bonds must be rated 
investment grade by Moody’s and S&P.  The Bloomberg 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 
ICE BofAML US Corporate Index tracks the performance of US dollar-denominated investment grade corporate debt publicly issued in the US domestic market. You 
cannot invest directly in an index.

A high-yield bond is a high paying bond with lower credit rating than investment-grade corporate bonds, Treasury bonds and municipal bonds.  Bonds in high yield indices 
tend to be less liquid and more volatile than U.S. Treasuries.  Corporate bonds come with significant credit risks and, although sometimes secured by collateral, do not 
have any guarantee of principal repayment. U.S. Treasury Bonds are long-term government debt securities with a maturity of more than 10 years.  They are guaranteed 
as to the timely payment of principal and interest and are backed by the full faith and credit of the U.S. Government. Investment Grade (IG) is a bond with credit 
rating of BBB or higher by Standard & Poor’s or Baa3 or higher by Moody’s. Ratings are expressed as letters ranging from “AAA”, which is the highest grade, to “D”, 
which is the lowest grade.

Yield is the income return on an investment.  It refers to the interest or dividends received from a security and is usually expressed annually as a percentage based on 
the investment’s cost, its current market value or its face value.  Duration is an approximate measure of the price sensitivity of a fixed-income investment to a change 
in interest rates, expressed as a number of years.  

Yield to worst is a measure of the lowest possible yield that can be received on a bond that fully operates within the terms of its contract without defaulting. It is a type 
of yield that is referenced when a bond has provisions that would allow the issuer to close it out before it matures.

Basis points refers to a common unit of measure for interest rates and other percentages in finance. One basis point is equal to 1/100th of 1%, or 0.01%, or 0.0001, and 
is used to denote the percentage change in a financial instrument. 

Effective duration is a duration calculation for bonds that have embedded options. This measure of duration takes into account the fact that expected cash flows will 
fluctuate as interest rates change and is, therefore, a measure of risk.

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.

A busted convertible bond is a convertible bond where the underlying stock trades far below its conversion price, causing it to act solely as a bond given that there is a 
very low probability that it will ever reach the convertible price before maturity.
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A special purpose acquisition company (SPAC) is a company that has no commercial operations and is formed strictly to raise capital through an initial public offering 
(IPO) or the purpose of acquiring or merging with an existing company.

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

Weighted-IRR is the dollar-weighted average internal rate of return for an investment over a specific time horizon. Internal rate of return is a measurement of a portfolio’s 
actual return between dates, including the effects from all cash inflows and outflows.

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.


