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Dear Fellow Shareholders, 
 
Prior letters have addressed the enormous increase in productivity facilitated by the global adoption 
of the internet. The high penetration in developed markets obscures the early but growing acceptance 
of one of the most exciting applications of the internet: digital assets. Global, decentralized, 
consensus money remains nascent and largely misunderstood by those who only read the headlines 
without digging deeper. The focus has been on market intermediaries, as opposed to the quality of 
the underlying assets, shifting the discussion of trust from the protocol to the participant. For the 
digital assets in which we remain interested, the technology has been relatively consistent. What 
we’ve seen is traditional infrastructure attempting to adjust to the asset, as opposed to the other 
way around. 
 
The question, or presumption, really, of an existential threat to bitcoin or other consensus money by 
governmental suppression is a particularly popular theme.  It may come as a surprise to learn that 
in December 2022, the Bank for International Settlements (BIS) finalized its policy to permit banks 
to have a crypto assets exposure of up to 2% of Tier 1 capital, for implementation by January 2025.1  
BIS is known as the central bank of the central banks, and it oversees $95 trillion of total assets2 

across all of their reporting banks worldwide, as of 3Q2022.  Total Tier 1 capital across the top 50 
leading global banks alone amounted to $5.73 trillion, which implies a potential demand above $114 
billion, assuming maximum adoption.  
 
Digital assets remain a prime example of secular growth opportunities leveraged through the 
internet. Even a small level of transfer from incumbent systems can have a vast impact. For those 
who acknowledge both the long-term value and associated risks of certain digital assets, there is a 
binary outcome of success or failure at the end of the line. The short run, as we’ve seen, is fairly 
unpredictable. In the long run, we remain optimistic that the risk-reward balance tilts toward success, 
as traditional systems continue to adjust, and new participants adopt the technology. 
 
The Fund has continued to evolve along with internet technology, while attempting to embrace 
“intelligent” risks as appropriate. We continue to view the majority of traditional communications and 
information technology stocks as poor investments simply due to the limitation on potential returns 
presented by current high valuations. Conversely, certain nascent businesses in payments, defense 
technology, financial commerce, and data have reasonable or attractive valuations coupled with far 
more open-ended growth potential. As always, we believe the Fund provides a wholly unique return 
profile on both an absolute basis and compared to its peers.  
 
 
 

 
1 https://www.bis.org/bcbs/publ/d545.pdf 
2 https://stats.bis.org/statx/srs/table/b1?m=S 
3 https://www.thebankerdatabase.com/index.cfm/search/featured?saveConsentPreferences=success 

http://kineticsfunds.com/funds/internet-fund/
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Internet Fund 
Top 10 Holdings (%) as of December 31, 2022 

Texas Pacific Land Corp. 33.3% 

Grayscale Bitcoin Trust 12.0% 

CACI International, Inc. - Class A 8.1% 

OTC Markets Group, Inc. - Class A 4.6% 

Miami International Holdings, Inc. 1.5% 

MasterCard, Inc. - Class A 1.4% 

Verisk Analytics, Inc. 0.8% 

Liberty Media Corp.-Liberty Formula One - Class A 0.7% 

CME Group, Inc. 0.5% 

Mesabi Trust 0.3% 

 

 

 

Important Risk Disclosures 

You should consider the investment objectives, risks, charges and expenses of the Fund carefully before 
investing. For a free copy of the most recent Prospectus, which contains this and other information, visit our 
website at www.kineticsfunds.com or call 1-800-930-3828. You should read the Prospectus carefully before you 
invest. Performance data quoted represents past performance, which does not guarantee future results. 
Investment return and principal value of an investment may fluctuate so that an investor's shares, when 
redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than 
the performance data quoted. Please visit http://kineticsfunds.com/ for the most recent month-end performance 
data. 

Portfolio holdings information, if any, is subject to change at any time and is as of the date shown.    
The opinions expressed are not intended to be a forecast of future events, or a guarantee of future results, or 
investment advice. Additionally, the views expressed herein may change at any time subsequent to the date of issue 
hereof.  
 
Because the Fund invests in a single industry, its shares do not represent a complete investment program. Internet 
stocks are subject to a rate of change in technology, obsolescence, and competition that is generally higher than that 
of other industries, and these shares have experienced extreme price and volume fluctuations. International investing 
presents special risks, including currency exchange fluctuation, government regulations, and the potential for 
political and economic instability.  

http://kineticsfunds.com/
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The Fund holds investments that provide exposure to bitcoin.  The value of bitcoins is determined by the supply of 
and demand for bitcoins in the global market for the trading of bitcoins, which consists of transactions on electronic 
bitcoin exchanges (“Bitcoin Exchanges”).  Pricing on Bitcoin Exchanges and other venues can be volatile and can 
adversely affect the value of the bitcoin.  Currently, there is relatively small use of bitcoins in the retail and 
commercial marketplace in comparison to the relatively large use of bitcoins by speculators, thus contributing to 
price volatility that could adversely affect a portfolio’s direct or indirect investments in bitcoin.  Bitcoin transactions 
are irrevocable and stolen or incorrectly transferred bitcoins may be irretrievable.  As a result, any incorrectly 
executed bitcoin transactions could adversely affect the value of a portfolio’s direct or indirect investment in bitcoin.  
Only investors who can appreciate the risks associated with an investment should invest in cryptocurrencies or 
products that offer cryptocurrency exposure.  As with all investments, investors should consult with their 
investment, legal and tax professionals before investing, as you may lose money. 
 
Please refer to the Fund’s prospectus for a complete list of risks and fees.  
 
The Internet Fund is classified as a non-diversified fund.  Therefore, the value of its shares may fluctuate more than 
shares invested in a broader range of industries.  In a non-diversified fund, more of the Fund’s assets may be 
concentrated in the common stock of any single issuer, which may make the value of the Fund’s shares more 
susceptible to certain risks than shares of a diversified mutual fund.      
 
Unlike other investment companies that directly acquire and manage their own portfolios of securities, the Fund 
pursues its investment objectives by investing all of their investable assets in a corresponding portfolio series of 
Kinetics Portfolios Trust. You will be charged a redemption fee of 2.0% of the net amount of the redemption if you 
redeem or exchange your shares 30 days or less after you purchase them. 
 
The S&P 500® Index represents an unmanaged, broad-based basket of stocks.  It is typically used as a proxy for 
overall market performance. The NASDAQ-100 Index includes 100 of the largest domestic and international non-
financial companies listed on The NASDAQ Stock Market based on market capitalization. The MSCI All Country 
World Index is a market capitalization weighted index designed to provide a broad measure of equity-market 
performance throughout the world. The MSCI All Country World Index ex USA Index captures large and mid- cap 
representation across 22 of 23 Developed Markets countries (excluding the US) and 26 Emerging Markets countries. 
 
Distributor: Kinetics Funds Distributor LLC is an affiliate of Horizon Kinetics Asset Management LLC, and is not 
an affiliate of Kinetics Mutual Funds, Inc.  


