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Executive summary 

Over the first quarter, the fund outperformed the market, returning 16.97% compared to -4.3% that the 

Standard & Poors 500 Index returned.  

 

As of 3/31/2025, our holdings were:  

 

 

 

 

 

 

 

 

 

New Equity Positions:  

During the first quarter, we took a position in Centene Corporation, the country’s largest Managed 

Medicaid provider. Centene has been trading at a discounted valuation, largely due to sector-wide 

negative sentiment toward Medicaid managed care companies related to the expiration of ACA 

exchange subsidies in 2025, and potential adverse changes from the Trump Administration to the 

Medicaid program. Even in a worst-case scenario, we believe that the broader market is discounting 

any future repricing in the Medicaid business over the next couple of years to offset these adverse 

macro impacts and overvaluing the long-term probability that any Medicaid cuts made in this 

administration will materialize fully through the next decade across multiple political administrations. 

Trading at 10x current earnings, management has already taken advantage of this discounted valuation 

by aggressively increasing share repurchases.  
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Financial Performance and Market Commentary 

Our portfolio outperformed the broader market in the first quarter, propelled by strong performance in 

our local broadcast positions. Both Nexstar and Gray beat analyst’s expectations on the top and bottom 

lines in the first quarter. The commentary over the broader market was dominated by the potential 

impact and fallout of the Trump Administration’s “Liberation Day” tariffs, which we believe was a 

large factor in the market’s risk-off adjustment, largely impacting technology companies that 

command premium multiples relative to their peers and are highly exposed to economic downturns due 

to their consumer discretionary nature. We also believe that any tariff impact is likely to have a 

delayed effect on the data, due to consumers trying to front-run price hikes, which would temporarily 

boost spending and give a doctored appearance of strong consumer resilience. Over the longer term 

however, tariffs are a regressive tax that gets passed on to the consumer both directly and indirectly. 

Businesses with strong market pricing power can pass any tariff burden directly onto consumers, while 

businesses in highly competitive markets may opt to cut production to hedge their exposure in what is 

now a less profitable and economically rewarding landscape. As the production of goods get cut in any 

given market, market prices for goods must naturally rise to bring the market back to equilibrium and 

restore economic viability to producers, indirectly taxing consumers. Frankly, this would be a very 

different conversation if tariffs created a net positive, but historical data points otherwise. Tariffs aren’t 

a one-for-one trade-off, as many of our current politicians like to evoke. They are notorious for raising 

less tax revenue than expected, due to their indirect economic and behavioral impact that is difficult to 

quantify. Because tariffs are a tax directly on imports, while simultaneously making imports more 

expensive, this administration is making a very perilous bet that consumers will absorb these price 

hikes without issue. If consumers opt not to absorb tariff-driven price hikes, and instead choose to cut 

back on consumption, this will cause imports to fall, and with it, import linked tax revenue. This 

market dynamic is the perfect concoction for stagflation, where prices rise in an environment with 

slowing consumption and economic growth. Another difficult behavioral prediction to make is if, or to 

what magnitude, international trade flows will change with the new opportunity cost of tariffs. 

Depending on the magnitude and the specific goods market of tariffs, countries may see a risk-adjusted 

benefit to limiting trade exposure with the United States, and increasing exposure with other financial 

giants like China and the European Union, which would have long lasting negative effects on import 

volume, import tax revenue, export volume, our domestic producers, and the dollar’s status as the 

world’s reserve currency. While tariffs can be a strategic tool in international negotiations and in 

shaping domestic industry investment, there is substantial downside economically for both consumers 

and businesses if utilized inefficiently. It would be in this administration’s best interest to weigh those 

considerations when enacting trade policy. 
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Gray benefited from strong execution of its cost cutting initiatives announced in 2024 and expects to 

exceed its $60m annual savings goal. The company also made voluntary debt repurchases worth $17m 

during the period, and produced $117m of free cash flow, equivalent to a quarter of its entire market 

capitalization. As mentioned in previous letters, we expect Gray’s continuation of strong free cash flow 

generation and voluntary deleveraging to accrue significant value to the equity holder overtime. 

Nexstar used free cash flow during the quarter to pay down $31m of debt, return capital to 

shareholders via dividends and buybacks worth $132m, and used $22m to acquire a broadcast station 

in the Cleveland area, creating a broadcast duopoly in the Cleveland DMA. During the quarter, the 

company also secured additional sports programming for its broadcasting network, The CW, including 

a track competition, professional volleyball, & basketball events to replace its existing scripted 

programming lineup. Despite linear subscriber churn, Nexstar produced record first quarter 

retransmission revenue, due to growth in virtual MVPD subscribers, and synergies created from its 

continuing reaffiliations of existing broadcast assets with the CW, and away from the Big Four 

broadcast networks.  
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Chart showing growth of an assumed $100,000 investment in the Poor 

Richard Capital Fund from inception 

 

 

 

Note to Investors: 

On all future reports, this chart will be placed at the bottom of the report comparing what the 

fund produced in the past quarters compared to the Standard & Poors 500 Index. While I feel it's 

important to post this for transparency purposes, I would caution investors on concentrating on 

quarter to quarter results. One or two years is too short of a time to make any opinions regarding 

investment performance. This is because there is simply not enough data to judge performance 

through both strong and weak markets, which do have a significant impact on the long-term 

compounded rate of return. 


