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“Marion: “You’re not the man I knew 10 years ago.”

Indiana: “It’s not the years, honey, it’s the mileage.”
— Indiana Jones and the Raiders of the Lost Ark

Dear Fellow Shareholders,

Steven Spielberg’s 1981 blockbuster Raiders of the Lost Ark kicked off one of the most successful film franchises ever.  It 
stars Harrison Ford as archaeologist Indiana Jones, who sets out to recover the ark of the covenant which has been taken by 
a band of Nazis.  Jones rekindles the flame with an ex-girlfriend named Marion (Karen Allen), and the two travel to Egypt in 
pursuit of the Ark.  Grossing over $168 million that year, it went on to become the most successful movie of the year and is 
considered one of greatest 100 American movies according to the American Film Institute.  

The movie’s release in 1981 – over 40 years ago – marks the last time we have seen inflation at the level we are currently 
experiencing (as measured by the Consumer Price Index, or CPI).  At over 8.6% currently, inflation remains the single most 
important macroeconomic factor today and is the primary culprit behind the vicious sell-off in equity markets in Q2 2022.  In 
financial markets, it has led to an increase in interest rates, which tends to reset equity multiples lower (particularly for fast-
growing businesses) and make refinancing more expensive.  In the real economy, it slows consumer spending and squeezes 
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Average  Annualized Total Returns
as of June 30, 2022

Inception Date

11/03/09
10/03/05 -13.44%   -22.99%   -27.01%      0.89%        0.40%       2.20%       5.85%

-13.38%    -22.90%   -26.89%      1.12%        0.63%       2.44%        4.23%
-16.43%   -21.59%   -21.65%      4.22%        5.20%       9.36%        7.65%

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 Small Cap 
Fund-Investor Share Class is 1.74% and for the Intrepid Small Cap 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 Small Cap Fund-Investor Share Class is 1.30% and the Endurance Fund-Institutional 
Share Class is 1.15%. The Small Cap 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 Small Cap Fund-Investor Share Class is 1.31%. The Net Expense for the 
Small Cap Fund-Institutional Share Class is 1.16%. The Net Expense Ratio represents the percentage paid by investors. 
Otherwise, performance shown would have been lower. As of June 6, 2022, the Intrepid Endurance Fund’s name 
changed to the Intrepid Small Cap Fund.
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than 20% during the quarter.  Major covid beneficiaries Netflix, Shopify, Peloton and Teledoc all fell by more than 50%.  And 
many assets furthest out on the risk curve – such as cryptocurrencies – fared even worse (Bitcoin fell ~60%).  In short, it was 
a massive reversal of the speculative boom fueled by the monetary bazooka fired by the Fed following covid.    

The Intrepid Small Cap Fund (“the Fund”) returned -13.44% during the quarter ended June 30, 2022, outperforming 
the Fund’s benchmark Morningstar Small Cap 600 Index return of -16.43%.  The outperformance was mainly due to its 
relatively defensive positioning, including its ~11% average position in cash.

Positioning
Just about everyone in the investment business seems to have a strong opinion on the direction of inflation and the adequacy 
of the Fed’s approach to quelling it.  Some argue that the Fed is being too aggressive.  They claim that input costs (such as 
commodities) are already falling, the economy is slowing, and that the Fed’s heavy-handed approach is unnecessarily dragging 
us into a painful recession.  Others point to the substantial gap between the Fed Funds rate (1.75%) and CPI (8.6%) as a sign 
that the Fed has instead been too weak.  They argue that certain inflationary forces – such as food, energy and the wage-price 
spiral – are harder to wrestle lower and will require much stronger action.  The only thing most market participants seem to 
agree on is that the Fed is wrong.

In a 1977 essay on inflation, Warren Buffett wrote that “…peacetime inflation is a political problem, not an economic 
problem.  Human behavior, not monetary behavior, is the key.”  We tend to agree, and occasionally marvel at the confidence 
of many investors to forecast a metric with such a complex set of inputs.  We don’t believe we can predict inflation any better 
than others and don’t waste our time trying.  Instead, we have focused on constructing a portfolio of businesses which we 
believe will perform well in an inflationary or deflationary environment.  

At the margin, we will make tweaks to this positioning given changes in our opportunity set and trends we observe in the 
businesses we follow.  For instance, last quarter we wrote about the elevated inflation we were observing and how we raised 
some cash and reduced exposure to the most inflation sensitive businesses in the portfolio as a result.  As inflation continued 
to surge higher in Q2 while the outlook for the economy darkened, we maintained a similar posture.  We mostly added 
exposure to consumer and technology businesses in the quarter, where we felt opportunities were most abundant.  For new 
positions, we prioritized lower multiple, resilient businesses that we believe would hold up relatively well in an inflationary 
and/or recessionary environment.  During the quarter, we purchased three new positions:

Top Ten Holdings (% OF NET ASSETS)

Top ten holdings are as of June 30, 2022. Fund holdings are 
subject to change and are not recommendations to buy or 
sell any security.

business profit margins (which is in turn handicapped into financial markets).  

The Federal Reserve – the agency responsible for using monetary policy to 
manage inflation – has said they are committed to getting inflation under control, 
even if it means collateral damage to the stock market and real economy.  Many 
investors probably did not believe them, figuring they would reverse course 
once equity markets revolted, as they had in prior years.  Instead, the market 
seemed to come to grips with inflation remaining stubbornly high and a Fed less 
willing to bail out the market at the first sign of trouble.   Like Marion’s reunion 
with Indiana, some investors are finding that the Fed might not be the reliable 
ally that they used to be. 

There were few places for investors to hide during the quarter.  Stalwart stocks 
such as Amazon, Apple, Alphabet (Google) and Meta (Facebook) all fell more 

Civitas Resources, Inc.  6.0%
Franklin Covey Co.  5.4%
WNS Holdings Ltd.  5.4%
Silicom Ltd.  5.0%
FRP Holdings, Inc.  4.7%
Dropbox, Inc.  4.7%
Becle SAB DE CV  4.7%
Skechers USA Inc. - Class A  4.6%
Fabrinet  4.5%
Conduent, Inc.  4.5%
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 • Valvoline (VVV) – Valvoline is a company with two inter-related segments: one manufactures and distributes  
  engine lubricants around the world and one operates quick lube oil change facilities in North America. The  
  company has pursued a smart capital allocation strategy of using the cash flows from its mature manufacturing  
  business to fund the growth of its quick lube network to great success. We think the quick lube network is  
  under-appreciated by the market, and that the company’s recent announcement to separate the two businesses  
  will highlight this.

 • Delta Apparel (DLA) – Delta Apparel is a vertically integrated clothing business, which makes blank garments  
  used by major apparel brands.  They are also the market leader in an emerging trend in the fashion industry  
  called direct-to-garment (DTG) printing.  The company has had great success growing its customer base in  
  this segment (including a recent deal with Fanatics), and we believe the market has under-appreciated the  
  earnings power this growth has produced. 

 • The Aaron’s Company (AAN) – We purchased a small position in this rent-to-own company late in the  
  quarter.  Aaron’s has a large network of retail stores where primarily lower income customers who struggle  
  to qualify for credit can rent furniture, electronics and other merchandise instead of purchasing it outright.   
  The company has a history of strong free cash flow and resilient performance during downturns, and currently  
  trades at a low earnings multiple.  

We exited two minor positions, Keywords Studios (KWS LN) and Burlington Stores (BURL), partially due to anticipated 
issues from inflation and partially to lessen exposure to foreign and larger cap businesses (as the Fund focuses on domestic 
small caps).  The only other notable selling activity was a significant reduction in our cannabis exposure, which is discussed 
further below.  

Contributors & Detractors
The largest contributors to calendar Q2 performance were Franklin Covey (FC), FRP Holdings (FRPH), and Burlington 
Stores (BURL).  Both FC and FRPH reported strong results that showed little impact from a slowing economy.  BURL 
rebounded from a steep decline earlier in the year, and we used the strength to exit the position.

The largest detractors to performance were Atento (ATTO), Green Thumb Industries (GTBIF) and Trulieve (TRUL CN).  
Green Thumb and Trulieve are both companies in the cannabis industry which is discussed below.  Atento reported results 
that showed a lingering effect from a cybersecurity attack in late 2021 that has impeded the significant business momentum 
the company had prior. However, the company did reaffirm guidance and we are watching closely to ensure that this attack’s 
impact is in the rearview mirror.

Cannabis Positions
Cannabis has been a thorn in the Fund’s side for several quarters now, and the most recent quarter proved to be one of the 
worst yet.  We believe the sell-off was almost entirely due to the lack of any progress in passing federal regulatory reform.  
Because cannabis remains federally illegal, it has minimized the pool of eligible buyers that might otherwise be drawn in by 
the cheaper prices, but who require more concrete financial legislation before wading in.  The result has been a frustratingly 
inefficient market.  The ability to establish positions before larger institutional investors can access the industry has always 
been a key reason we have been bullish, but so far it has worked against us, as this inefficient market structure has been 
exacerbated by the regulatory delays that have weighed on these stocks.

In April, we cut the Fund’s cannabis industry exposure by over 60% to less than a 5% cumulative position.  This was a difficult 
decision, as we remain bullish on the industry and take a long-term perspective in our investing approach.  However, we felt 
that the extreme volatility and inefficiency of this sector combined with the unpredictability of political developments had 
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created a unique circumstance.  Simply put, we felt that our position size was unreasonably large given the current market 
structure of the industry.  We plan to maintain exposure at or near current levels (~5%), and will need to see clear positive 
industry catalysts before increasing our exposure.

Name Change
Effective June 6, 2022, the name of the Fund was changed from The Intrepid Endurance Fund to The Intrepid Small Cap 
Fund.  Importantly, there have been no changes in the Fund’s investment objective, strategy or managers.  In connection with 
this change, the Fund has adopted, in accordance with the requirements of Rule 35d- 1 under the Investment Company Act 
of 1940, an operating policy that the Fund will normally invest at least 80% of its net assets, plus borrowings for investment 
purposes, in small capitalization companies.

Outlook
Looking forward, we expect to gradually deploy the Fund’s ~12% cash reserves (which are slightly higher than we would 
expect to hold most of the time) into attractive opportunities.  Should the volatility we saw in Q2 continue, this may take 
place in short order.  We have our shopping list at the ready and are beginning to see prices for many of these stocks approach 
our desired entry points.  As always, we are focused on identifying the best risk-adjusted opportunities, prioritizing businesses 
with strong competitive positions and trading at reasonable prices.  Thank you for your investment.

Matt Parker, CFA, CPA
Intrepid Small Cap Fund Co-Portfolio Manager

Joe Van Cavage, CFA
Intrepid Small Cap Fund Co-Portfolio Manager

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. You cannot invest directly in an index. 

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.

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.  


