
    
         

Dear Fellow Shareholders:

We are pleased to report that during 2019 Greenspring
Fund posted a gain of 20.86% including the reinvestment
of all dividend and capital gain distributions.  The 2019
performance represented the highest calendar year return
since 2003, with performance driven by strong returns
from the equity holdings and continued consistent returns
from the Fund’s fixed income securities.

As we write this letter and reflect over the last year, it is
quite apparent that there was a significant shift in investor
sentiment throughout the year. At the beginning of 2019,
equity investors were extremely anxious, as many
prognosticators were predicting the U.S. would slip into a
recession.  As the year progressed, however, recession
fears eased as U.S. consumers showed a resilience that
was underpinned by a strong and improving job market,
the Federal Reserve (“Fed”) did an about-face to a more
accommodative posture, and trade tensions eased towards
the end of the year.  These strengthening perceptions
about the economy fueled a stock market rally.  The
market advance was noteworthy given the many events
that at times shook investor confidence, such as the
extremely combative political environment, uncertainty
related to Brexit, unrest in Hong Kong, and slowing
global economic activity resulting from the trade dispute.

The softness in certain economic data that had driven
recession fears late in 2018 pushed the Fed to cut interest
rates three times during the second half of 2019. This was
a sharp change from prior policy as the Fed had raised
rates on a consistent basis from late 2016 through the end
of 2018.  The decision to cut rates despite extremely low
unemployment and moderate U.S economic growth
indicated the Fed was shifting to a proactively defensive
posture. Although Fed officials acknowledged that the
economy was still expanding, they wanted to provide an
insurance policy against any potential disruption that
might develop in the domestic economy due to broader
global economic concerns. This policy move fueled a
rally in the fixed income market as rates across the yield
curve moved lower, pushing bond prices higher.  It was
also instrumental in driving the shift in investor sentiment
that helped to fuel the rally in the equity market.
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While emotion influenced many investors’ investment
decisions during the late 2018 equity market sell-off, 2019
turned into a classic example of how difficult it is to predict
market movements and the danger of reacting to short-term
anxieties. The strong 2019 market performance that
unexpectedly followed this time of angst and fear serves as
a good reminder of the importance of maintaining a
disciplined, long-term investment approach in order to
participate in rallies that very few are able to predict.
Many investors who were frightened by the worrisome
economic predictions highlighted in the financial media,
significantly reduced their stock positions late in 2018, and

Quarter 4.33%
Year to Date 20.86%
1 Year 20.86%
3 Years* 5.40%
5 Years* 5.71%
10 Years* 6.23%
15 Years* 5.89%
20 Years* 7.22%
Since inception on 7/1/83* 9.08%
Expense Ratio** 1.02%
* Annualized.

** As stated in Prospectus dated 5-1-19. See note on
last page of letter.

Performance data quoted represents past performance;
past performance does not guarantee future results. The
investment return and principal value of an investment
will fluctuate so that an investor’s shares, when redeemed,
may be worth more or less than their original cost.
Current performance of the Fund may be lower or higher
than the performance quoted. Performance data current
to the most recent month end may be obtained by calling
1-800-366-3863 or by visiting www.greenspringfund.com.
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missed the ensuing rally.  Given the long-term approach we
take when managing the Fund’s portfolio, our asset
allocation remained relatively unchanged, allowing the
Fund to successfully participate in the year’s market rally.

INFLUENCES on FUND PERFORMANCE

The Fund’s performance benefited from the fact that over
90% of our holdings posted positive returns.
Furthermore, within the equity holdings, only two
securities suffered material price declines, and neither of
these were among the top ten influencers of overall
portfolio performance.  The performance of the Fund’s
fixed income securities was in-line with our expectations,
generating positive performance on a consistent basis
throughout the year. The equity portion of the Fund’s
portfolio gained more than 30% and was responsible for
the vast majority of 2019’s performance.  The Fund’s
holdings in the Engineering and Construction sector had
the largest positive influence on performance. Strong
quarterly earnings reports, combined with continued solid
future prospects, pushed the prices of these holdings
higher throughout the year.

The individual securities that had the most significant
influence on the Fund’s performance during the year, in
order of magnitude, were the positive returns generated in
the common stock investments in MasTec, Republic
Services, KBR, Sherwin-Williams, and EMCOR Group.

MasTec, an engineering and construction company, builds,
installs and maintains infrastructure for the energy,
communication and utility industries.  A long-time,
successful Fund holding, management has created
substantial shareholder value by more than doubling its
earnings per share over the last three years. MasTec has
benefitted from strength in the end markets that it serves,
particularly the oil and gas pipeline sector that has grown
significantly as new pipelines have been built to serve the
increased level of domestic energy production.
Management handled this growth exceptionally well, with
consistent project execution and a sizeable increase in profit
margins. Looking forward, we continue to believe that
MasTec will benefit from strong end markets as the

pipeline, communications and electric transmission and
distribution segments all show evidence of continued
strength. MasTec should also find additional opportunities
for future growth related to the deployment and expansion
of 5G and other communication networks, renewable power
generation projects and the infrastructure needed to connect
renewable energy to the existing electric transmission grid.

Republic Services is the second largest provider of
nonhazardous solid waste collection, transfer, and disposal
services in North America.  Strong industry fundamentals,
supported by continued economic growth and healthy
construction activity, coupled with company-specific
initiatives drove improved core waste pricing and volume
growth, enabling solid revenue and profit growth.  The
Company continued to generate high levels of free cash
flow which management returned to shareholders through
dividends and stock buybacks while also making accretive
acquisitions.  We continue to see value in Republic’s high-
quality management team, disciplined capital allocation
strategy and leading position in a predictable and
defensive industry.  While Republic remains the Fund’s
single largest holding, we sold some shares during the year
as the valuation continued to expand.

KBR’s share price rose during the year as the Company
continued to transition from an engineering and
construction company to a professional services and

% of Net 
Greenspring Fund Assets
Top 10 Holdings as of 

12/31/19

Republic Services, Inc. 6.7%
The Sherwin-Williams Company 4.6%
Southern National Bancorp of Virginia 4.2%
Wyndham Hotels & Resorts, Inc. 4.2%
Discover Financial Services 3.2%
KBR, Inc. 3.1%
United Parcel Service, Inc. 3.1%
Amdocs Ltd. 3.0%
Suncor Energy, Inc. 3.0%
j2 Global, Inc. 2.8%



    
         

technology company focused on providing services to
governments around the world.  As the year progressed,
investors recognized the attractiveness of the recurring
government services business and started to place a higher
valuation multiple on its earnings.  The Company posted
strong growth in the government services unit by
successfully defending a large U.S. Army contract that
was up for renewal and winning several other long-term
contracts.  On the energy side of the business, KBR won
new work on various downstream energy projects and
completed a large multi-year energy project in Australia
that had been problematic.  Its completion should allow
KBR to receive payments that will allow it to greatly
improve an already solid balance sheet.  With a large,
diverse, and multi-year backlog, a strong pipeline of new
opportunities, and a conservative management team, we
remain positive with regard to the Company’s long-term
prospects for growth and free cash flow generation.

Sherwin-Williams is the world’s largest manufacturer of
paints and coatings.  Its share price moved higher
throughout the year as the Company posted solid earnings
results driven by outperformance in the core U.S. paint
store business, as strong execution and growth in
professional residential remodel activity continued.
Management also continued to successfully integrate its
2017 acquisition of Valspar, leading to improved product

sales and cost savings, especially in international markets.
Management increased pricing throughout various
product lines, offsetting the impact of rising input prices,
thus expanding profit margins.  The solid financial results
supported significant free cash flow generation that the
Company used to pay down debt, repurchase stock, and
significantly grow its dividend.  We remain confident that
this strong management team will continue to grow the
value of this market-leading franchise.

EMCOR Group is a leader in mechanical and electrical
construction with a particular emphasis on commercial and
industrial building services, as well as highly specialized
services for the refinery and petrochemical industries. We
discussed EMCOR in two of our quarterly letters during
2019 as the Company delivered consistent and strong
quarterly earnings growth that was reflected in the solid
performance of its stock.  Double-digit revenue growth in
both the construction and building services segments, as
well as healthy profit margins, drove the increase in
earnings.  In addition to strong revenue performance,
EMCOR took advantage of sustained demand within its
markets to grow the backlog of contracts for work to be
performed within the next year or so.  Although strong
revenues underpin a solid foundation, the crucial elements
of EMCOR’s success continue to be a disciplined
approach to project selection, bid pricing, cost

Greenspring Fund
Ten Largest 2019 Sales

Common Stocks:
Republic Services, Inc.

MasTec, Inc.

Six Flags Entertainment Corp.

Condor Hospitality Trust, Inc.

EMCOR Group, Inc.

Bonds:
Michaels Stores, Inc., 5.875%, 12/15/20

Gulfport Energy Corp., 6.625%, 5/1/23

Level 3 Financing, Inc., 6.125%, 1/15/21

DaVita, Inc., 5.750%, 8/15/22

LIN Television Corporation, 5.875%, 11/15/22

Greenspring Fund
Ten Largest 2019 Purchases

Common Stocks:
Cysco Systems, Inc.

Du Pont de Nemours, Inc.

Alphabet, Inc. – Class C

Party City Holdco Inc.

Medtronic plc

Bonds:
Ctrip.com International, Ltd., 1.000%, 7/1/20

j2 Cloud LLC, 6.000%, 7/15/25

Talos Production LLC, 11.000%, 4/2/22

Encompass Health Corp., 5.750%, 11/1/24

Level 3 Financing, Inc., 5.625%, 2/1/23



    
         

management and effective project execution. EMCOR
generates substantial free cash flow from its earnings, and
we remain confident that the seasoned management team
will continue to grow shareholder value by using its cash
flow to expand geographically through acquisitions,
opportunistically repurchase shares, and pay dividends.

PORTFOLIO ACTIVITY

Within the Fund’s equity holdings, the largest new
addition was a position in Cisco Systems.  Cisco
maintains a dominant position in large portions of the
networking equipment market and we believe it is well-
positioned to capitalize on several technology trends in
the coming years.  A slowdown in sales, partly driven by
the trade dispute with China, pressured Cisco’s share
price during the fourth quarter and allowed us to purchase
shares at an attractive valuation relative to our
expectations for future earnings and cash flow. We believe
these issues should prove transitory and Cisco’s strong
management team will use its rock-solid balance sheet
and free cash flow to grow long-term shareholder value.

The most significant expansion of the Fund’s existing
equity holdings was in shares of Alphabet Inc., the
holding company for Google and other businesses.  With
leading, highly defensible market positions in rapidly
growing businesses, we expect the Company to continue
to use its brand recognition, data expertise and innovative

management to broaden its product offerings and bring
customers deeper into its ecosystem.  After first quarter
revenue grew slightly less than expected, we took
advantage of a decline in the share price to purchase
shares at what we believe was a very reasonable price
relative to its growth prospects, profit margins, and cash-
rich balance sheet.  Despite many impressive attributes,
our valuation work indicated that Alphabet’s stock was
trading at a lower ratio of enterprise value to EBITDA
than many industrial companies with weaker balance
sheets and slower growth profiles.

The most significant equity sales during the year were
shares of Republic Services and MasTec, Inc., both
long-time, successful Fund holdings. Although we remain
confident in the future opportunities for these companies,
valuation has increased significantly so we reduced the
number of shares owned.  We sold the Fund’s entire
position in Six Flags Entertainment, initially by
significantly reducing our stake early in the year as
valuation became less attractive, then by selling the
remaining shares early in the fourth quarter as we became
less confident in its growth prospects and the
sustainability of the current dividend level.  We also sold
the Fund’s holdings in Zayo Group, Condor Hospitality
Trust, and Beneficial Bancorp after these companies
accepted takeover proposals.

Greenspring Fund
Portfolio Allocation

as of December 31, 2019

Common
Stocks
68%

Corporate/
Convertible

Bonds
24%

Cash
8%

Greenspring Fund
Portfolio Allocation

as of December 31, 2018

Common
Stocks
67%

Corporate/
Convertable

Bonds
30%

Cash
3%



    
         

Respectfully,

Charles vK. Carlson Michael J. Fusting
Portfolio Manager and Co-Chief Investment Officer Co-Chief Investment Officer

**Total Annual Fund Operating Expenses for the Fund will not correlate to the Ratio of Expenses to Average Net Assets shown in the Fund’s most
recent Annual Report and in the Financial Highlights section of the Prospectus, which reflects the operating expenses of the Fund and does not include
acquired fund fees and expenses.

Mutual fund investing involves risk. Principal loss is possible. Small and mid-capitalization companies tend to have limited liquidity and greater
price volatility than large-capitalization companies. Investments by the Fund in lower-rated and non-rated securities present a greater risk of loss to
principal and interest than higher-rated securities. Investments in debt securities typically decrease in value when interest rates rise. This risk is
usually greater for longer-term debt securities.

Bond maturities and redemptions were responsible for the
majority of the sales made in the fixed income portfolio
throughout the year.  We sold the Fund’s holdings of
Gulfport Energy and Whiting Petroleum bonds as lower
oil and natural gas prices began to concern us, calling into
question the ability of these companies to grow
production and generate cash flow.  We purchased a large
number of short-duration high yield fixed income
securities similar in nature to the bonds that we have
purchased during the last several years.  While yields
declined and spreads between U.S. Treasury securities
and high yield bonds narrowed considerably during 2019,
we are being very careful to not “stretch” for yield.  If an
unexpected shock hits the economy, we want to be
holding bonds of companies in which we have confidence
in management’s ability to navigate through difficult
times.  As always, but particularly at times like these, we
focus on companies with balance sheets and business
models that are less vulnerable to unexpected downturns.

Please refer to the Schedule of Investments for a complete
list of the Fund’s current holdings.

OUTLOOK

Given the fear and uncertainty that gripped investors at the
end of 2018, the sharp rally in the equity market during
2019 highlights the constant struggle investors face between
trying to predict short-term influences on stock prices and

investing for the long term.  We believe in the importance of
identifying companies that create shareholder value through
effective capital allocation and compounding cash flows.
On a daily basis, headline news and market forecasters will
influence the movement of stock prices but, as time passes,
much of this proves to be just noise or distractions with
little impact on the operations or true underlying value of
businesses in the marketplace.

We listen to the unrelenting media output, as it is hard to
avoid.  However, we try to filter through the noise and
stay focused on the issues that we believe will have a
meaningful long-term impact on the underlying
fundamentals of a business or industry.  We try to discern
how these issues may alter our outlook for the value that a
capable management team with a well-positioned
business can generate.  The decision to buy or sell a
security should be driven by an understanding of a
business’s long-term prospects.  Significant changes to the
portfolio should be the result of major shifts to that
outlook, not due to daily news headlines.  We remain
confident that the companies in the Fund’s portfolio are
well-positioned to create value and that over time the
share prices will reflect the higher value.

We greatly appreciate your interest and your investment in
Greenspring Fund and look forward to providing you with
an update on the Fund’s performance after the end of the
first quarter.



Opinions expressed are subject to change, are not guaranteed and should not be considered recommendations to buy or sell any security. Fund holdings
and/or sector allocations are subject to change at any time and are not recommendations to buy or sell any security. Current and future portfolio
holdings are subject to risk.

Cash flow measures the cash generating capability of a company by adding non-cash charges (e.g. depreciation) and interest expense to pre-tax income.
Free cash flow measures the cash generating capability of a company by adding certain non-cash charges (e.g. depreciation and amortization) to
earnings and subtracting recurring capital expenditures. Duration is a commonly used measure of the potential volatility of the price of a debt security,
or the aggregate market value of a portfolio of debt securities, prior to maturity. Securities with a longer duration generally have more volatile prices
than securities of comparable quality with a shorter duration.  Earnings per share is the portion of a company’s profit allocated to each outstanding
share of common stock and serves as an indicator of a company’s profitability. Earnings growth is not a measure of the Fund’s future performance.
EBITDA, or earnings before interest, taxes, depreciation, and amortization, is a measure of a company’s overall financial performance and is used as an
alternative to simple earnings or net income in some circumstances. Enterprise value is a measure of a company’s total value, often used as a more
comprehensive alternative to equity market capitalization and includes in its calculation the market capitalization of a company but also short-term and
long-term debt as well as any cash on the company’s balance sheet.

The Fund’s investment objectives, risks, charges and expenses must be considered carefully before
investing. The summary and statutory prospectuses contain this and other information about the Fund,
and may be obtained by calling 1-800-366-3863 or visiting www.greenspringfund.com. Please read the
Fund’s Prospectus carefully before investing.
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