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Dear Fellow Shareholders, 

The beginning of the new calendar year is an opportune time to review what is owned in the Fund, 
why we own it, and how we evaluate it on an ongoing basis. The fund continues to emphasize a 
global portfolio of hard asset-oriented businesses, with capital light business models. We believe that 
these businesses are fundamentally positioned to benefit from the shifting global economic 
landscape, while also having attractive valuations.  

Our stock selection is done on a bottom-up basis, focusing on our estimates of run-rate economic 
returns for each position using a variety of metrics including cash flow and valuation. The cash flow 
profile of hard asset companies is inevitably driven by underlying asset prices and production 
levels/volumes; hence, we must consider forecasts of these variables when making our assessments. 
Top-down considerations such as underlying asset prices are essential, but we attempt to minimize 
our views on these factors in our valuation work, and use overly conservative assumptions.  As 
always, purchase price is a key consideration – as the accepted risk-free rate (i.e. based on US 
Treasury yield), an input into discount cash flow models has risen, broad market prices have begun 
to fall. This has little impact on our assessment of the valuation of the portfolio positions, however, 
given our long-held belief that prevailing rates were artificially low, coupled with our focus on 
qualitative and idiosyncratic factors, less than on institutional pricing models, when evaluating 
businesses.  

Energy: The energy sector continues to trade at amongst the lowest valuations of all hard asset 
sub-industries in our universe, assuming mid-cycle oil and gas pricing. The fact that we believe 
energy prices have amongst the highest potential to structurally re-rate higher relative to historic 
mid-cycle pricing leads to our overweighting in energy companies.  

There are two primary variables that we believe are pressuring energy prices and the related equities. 
The first is production volumes, which continue to underwhelm relative to earlier forecasts, 
particularly in U.S. shale basins. This is clearly a function of insufficient capital investments, but 
limited labor, materials, and infrastructure have compounded the growth limitations. There are also 
idiosyncratic dynamics, such as lower inventories of drilled uncompleted wells (DUCs) and premier 
drilling locations, which have translated into lower well productivity (per frac foot) compared to earlier 
years. We require more data to determine if this is indicative of a broader trend, but it appears that 
U.S. shale may be past peak well productivity. This should result in lower production forecasts for 
the U.S., but most global agencies (EIA, IEA, OPEC) have yet to adjust production levels lower. This 
has resulted in lower energy prices, while equity investors are also pricing in lower production for 
U.S. operators.   

The other variable suppressing prices is the fear of lower demand, whether it be due to a deteriorating 
economy or to technological innovation (i.e., renewables and higher efficiency internal combustion 
engines). We have highlighted in past letters that demand is resilient in all but the most severe 
recessions, particularly from non-OECD nations that now drive global consumption and growth. 
Similarly, some governments are gradually accepting that the initial pace and scope of a renewable 
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transition must be revisited. We believe that global demand is likely to grow through at least 2030, 
and there has been a minimal supply response thus far.  

Notwithstanding the short-term noise, we believe that energy is likely to be amongst the most 
profitable investments for the next decade. We solve for some of the idiosyncratic issues in the 
industry by focusing on i.) royalty businesses and ii.) North American assets in premier basins. We 
believe that this “quality” overlay in terms of business model and asset base will serve us well over 
time and limit the vulnerability to rising production costs.  

Precious Metals: The price of gold, and the broader precious metals complex, is subject to so many 
variables that it is all but impossible to determine the primary driver over any given period. The prior 
year had these dynamics on full display, as a rising U.S. Dollar and rising (real) U.S. rates 
overwhelmed rising inflation and market volatility in sending prices slightly lower. Silver is even more 
challenging to analyze because there is a considerable industrial demand component for the metal; 
whereas, gold demand is largely financial.  

We believe that there are many arguments in favor of having exposure to precious metals over the 
long-term, if none other than the federal debt/deficit and renewable demand for silver. Similar to 
energy, we have our exposure to the assets via royalty (“streaming”) companies which have i.) high 
quality reserves, ii.) long reserve lives, and iii.) strong operating jurisdictions, and iv.) copper mine 
byproduct. The first three variables are intuitive, particularly operating jurisdictions, given the 
potential governments involved in mining projects. However, its largely underappreciated that the 
world’s largest gold streams are found in copper mines, where gold is a byproduct of industrial metal 
production. This will be critical for volume growth because there is an acute shortage of new copper 
production, which will be critical for the electrification/renewable shift worldwide. Not only will this 
support growth, but in the unlikely event that gold prices fall below global mining break-even levels, 
industrial mines are not concerned with precious metals costs, given that the production is largely 
pre-sold via a stream.  

Precious metals royalties admittedly offer less upside leverage to gold and silver compared to more 
speculative mining companies, but the margin profile and low debt profile make these companies our 
preferred exposure to the sector.  

Industrial Metals: The industrial metal complex can be divided into ferrous (iron bearing) and non-
ferrous (copper, aluminum, zinc, lead, etc.). Iron ore, when smelted into steel, is a critical input for 
heavy commercial construction and infrastructure development, while the non-ferrous group is 
heavily used in electrification and other end markets.  

Iron is generally regarded to be a proxy bet on Chinese activity, due to the fact that the construction 
boom supported iron demand for many years following the global financial crisis. This may be true, 
but so too is the fact that iron ore grades are falling globally, while western steelmaking is shifting 
towards electric arc furnaces, which require higher grade, pelletized iron. Iron demand will also be 
driven by large infrastructure and power generation development (wind, solar, and transmission) 
related to the electrification and renewable transition. As a result, we believe that there is upside 
potential relative to year-end iron prices. However, even at the prevailing price, various iron focused 
royalty companies offer double-digit yields at current production levels. We are happy to earn this 
yield over time, with potential upside from mine growth and/or rising iron prices. 

The demand outlook for non-ferrous metals is far less controversial compared to iron ore given the 
copper, zinc, and aluminum necessity for the energy transition. Even modest estimates for copper 
demand suggest that global consumption will grow by approximately 80% by 2040. However, global 
capital expenditures to increase production have been muted, and the IEA estimates that a new 
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copper mine will take 15 years to reach scale production. These projections are offset by the same 
fears that are suppressing energy and iron ore prices: a global recession and muted Chinese demand. 
We don’t have a unique perspective into these events, but recognize that zinc, aluminum, copper, 
and nickel inventories are dramatically below 5-year median levels. This leaves little buffer should 
demand prove to be resilient, or when demand rebounds following a potential recession/China policy 
shift. The non-ferrous metal market has a small, and largely un-investable universe of public royalty 
assets. As a result, we seek to identify advantaged, highly economic business models within the sub-
industry. These companies have the ability to thrive without rising price levels, but also to benefit 
from rising prices should they occur. 

Non-inflationary Cryptocurrencies: Our exposure is centered around fixed-supply cryptocurrencies 
with anti-inflationary monetary policies.  Though currently (and maladroitly) maligned, it remains a 
strategic allocation for the looming stretch of structurally high inflation. The prospects for such 
technologies and assets are abundantly clear to most who dedicate the proper time and attention to 
objective analysis. However, the worst actors in a nascent industry can temporarily obscure its value 
proposition.  

 
 

 
Global Fund 

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

Texas Pacific Land Corp. 23.7% 

Grayscale Bitcoin Trust 4.5% 

Permian Basin Royalty Trust 3.7% 

Sandstorm Gold Ltd. 2.0% 

Associated Capital Group, Inc. - Class A 1.9% 

Clarkson plc 1.5% 

GAMCO Investors, Inc. - Class A 1.5% 

Civeo Corp. 1.4% 

Mesabi Trust 1.3% 

PrairieSky Royalty Limited 1.3% 

 

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 
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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.  
 
International investing presents special risks, including currency exchange fluctuation, government 
regulations, and the potential for political and economic instability. Because smaller companies often 
have narrower markets and limited financial resources, they present more risk than larger, more 
well-established companies.  
 
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. 
 
Unlike other investment companies that directly acquire and manage their own portfolios of 
securities, the Funds pursue their 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.  
 
Please refer to the Fund’s prospectus for a complete list of risks and fees.  
 
The Global Fund is a diversified fund. Diversification does not ensure a profit or protect against loss 
in a declining market.  
 
The iShares MSCI ACWI ETF seeks to track the investment results of an index composed of large and 
mid-capitalization developed and emerging market equities. The iShares MSCI ACWI ex U.S. ETF 
seeks to track the investment results of an index composed of large- and mid-capitalization non-U.S. 
equities. iShares is property of BlackRock. 
 
The S&P 500® Index represents an unmanaged, broad-based basket of stocks.  It is typically used 
as a proxy for overall market performance.  S&P 500 returns assume that dividends are reinvested.  
 
The MSCI All Country World Index is a free float-adjusted market capitalization weighted index that 
is designed to measure the equity market performance of developed and emerging markets. Index 
returns do not include the effect of management fees or expenses.  You cannot invest directly in an 
index.  
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Distributor: Kinetics Funds Distributor LLC is an affiliate of Horizon Kinetics Asset Management LLC, 
and is not an affiliate of Kinetics Mutual Funds, Inc.  


