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Dear Fellow Shareholders, 
 
We believe that the only means to achieving compounded investment returns above market 
benchmarks without correspondingly higher risk is to formulate a unique process and to adhere to it 
through multiple market cycles. This stands in contrast to the conventional approach, which 
constantly shifts investments based on the perceived preferences of the market. The latter approach 
requires not only the prescience to consistently interpret the market’s next predilection, but also the 
ability to time the shifts such that they are neither too early nor too late. Difficult as it is to do this 
successfully, most investors invest in this manner. Perhaps they have the hubris to believe that that 
they have a unique ability to tactically shift investments. However, the more likely reason is that 
most investors are unwilling to accept underperformance over discrete periods of time. Adherence 
to a disciplined investment approach over an extended period of time all but guarantees periods of 
underperformance when other strategies are in vogue.  

One of the primary components of our non-consensus investment positioning is our emphasis upon 
hard assets. Hard assets are simply tangible, finite resources which have largely inelastic demand 
and limited supply growth potential. Examples include energy, precious metals, base metals, 
agricultural commodities, and land. Companies engaged in these industries are typically capital 
intensive and highly exposed to the market cycles, and therefore, they trade at low cash flow 
multiples. Furthermore, many of these industries experience extreme “capital cycles”; whereby, 
capital chases high returns when the market conditions are accommodative, ultimately increasing 
supply such that forward returns are dismal, following which, capital flees the industry. These violent 
cycles can substantially impair capital, particularly in highly indebted companies with poor unit 
economics.  

We have experienced a reasonably robust cycle of higher returns in many hard asset markets, but 
we believe that a much longer, steeper cycle is only just beginning. This view is largely based on the 
fact that i.) the preceding capital “down cycle,” where capital has been withdrawn from these 
industries, has been particularly protracted, and ii.) capital has yet to return to these industries 
despite higher returns over the past year. That being said, now is not the time to be greedy, and 
staying power is amongst the highest priorities when investing in cyclical industries and hard asset 
companies.  

The current setup for this investment style reminds us of the 1888 poem “Casey at the Bat” by Ernest 
Thayer. In the poem, the fictional “Mudville” baseball team is losing by two runs in the last inning of 
the game, with their star player “Casey” up fifth in the lineup. The crowd is of the belief that victory 
is assured if only Casey can get to bat; however, this would require two of the lowly players preceding 
him to get on base. Alas, after the 1st and 2nd batters fail to advance, the 3rd and 4th batters safely 
reach base – only for Casey to strike out.  

The poem is illustrative of the hard asset capital cycle, where the investments appear to be in a dire 
position, but, against the odds, salvation arrives— yet, ultimately fails to deliver. Investment fund 
flows only enter hard assets once Casey has arrived at bat, which equates to high prices and low 
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prospective returns. The only way for an investment to be successful at this point is for Casey to hit 
a home run —anything less will be punished by the market. The worst-case scenario is for Casey to 
strike out, which results in steep investor loses and capital fleeing the industry again.  

We don’t think that we are anywhere near a “Casey moment” yet, where capital is abundant, 
valuations are high, and prospective returns are low, but we recognize the need not to strike out in 
these investments. The best way that we can protect against such a scenario is to recognize the 
volatility in these sub-industries and to invest in efficient, capital light business models that are less 
susceptible to striking out. Tempting as it may be to try to hit a home run and embrace companies 
with the highest leverage to higher hard asset prices (i.e., indebted mining and energy extraction 
companies), these businesses are far more prone to the impairment of capital. On the other hand, 
the capital light businesses are consistently hitting singles and doubles, slowly compounding value. 
This summarizes our strategy and positioning: though returns may be variable, we believe that this 
is a necessary part of seeking asymmetric opportunities to compound our capital base, even though 
we are frequently at odds with the consensus.   

In addition to prioritizing longevity in investing, we believe that portfolios should be oriented so as 
to have appropriate exposure during periods of dramatic transition. The emphasis of this Fund is 
capital market businesses that can achieve scale through full business cycles. This will be critical as 
the current economic cycle shifts from an era of abundance to an era of scarcity – particularly with 
respect to capital availability and raw materials. This will be a challenging transition for many asset 
classes and business models, but we believe that many of the companies in this portfolio are likely 
to persevere or thrive in such an environment.  

 
 
 

Market Opportunities Fund 
Top 10 Holdings (%) as of December 31, 2022 

Texas Pacific Land Corp. 60.8% 
Grayscale Bitcoin Trust 3.5% 
Associated Capital Group, Inc. - Class A 2.3% 
Partners Value Investments LP 1.5% 
Permian Basin Royalty Trust  1.4% 
 IntercontinentalExchange Group, Inc. 0.9% 
Franco-Nevada Corporation 0.9% 
Clarkson plc  0.9% 
Urbana Corporation - Class A  0.7% 
 Cboe Global Markets, Inc. 0.7% 

 

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 
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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 www.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.  

In addition, investing in foreign securities involves more risk than just U.S. investments, including the risk of 
currency fluctuations, political and economic instability and differences in financial reporting standards. There may 
also be heightened risks investing in non-investment grade debt securities and the use of options. There are also 
risks associated with investing in small and medium sized companies. Non-investment grade debt securities, i.e., 
junk bonds, are subject to greater credit risk, price volatility and risk of loss than investment grade securities. 
Options contain special risks including the imperfect correlation between the value of the option and the value of 
the underlying asset.  

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. 

As a non-diversified Fund, the value of its shares may fluctuate more than shares invested in a broader range of 
companies. 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 objective by investing all of its 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 Bloomberg Barclays Global Aggregate Negative Yielding Debt Market Value 
Index measures the aggregate debt outstanding with a negative yield to maturity issued by governments, companies 
and mortgage providers around the world which are members of the Bloomberg Barclays Global Aggregate Bond 
Index. Index returns assume that dividends are reinvested and do not include the effect of management fees or 
expenses.   

Distributor: Kinetics Funds Distributor LLC is an affiliate of Horizon Kinetics Asset Management LLC, and is not 
an affiliate of Kinetics Mutual Funds, Inc.  
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