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Yes, we’re back… back in black
March 16, 2020. The COVID Crash. The government-imposed Lockdowns cratered the
markets, and postponed or busted merger deals. From its previous high on February 2,
2020, the S&P 500 dropped 21.3%, while our Merger Arbitrage Fund dropped 12.3%.
After those losses, some of our investors redeemed their shares. While it’s hard to blame their natural human
emotions, we hope they don’t regret their decision now. At the SilverPepper Merger Arbitrage Fund, we did some
serious soul-searching, and then decided that our basic merger arbitrage strategy, and investing process, were both
sound. We implemented some new risk precautions, then put our nose to the grindstone — and went back to work.
Sticking to our guns has paid off. Since the March 16, 2020 low to December 31, 2021, we’re the best-performing fund
among those funds that specialize in merger-arbitrage investing* — up 18.80%. In addition, we bested the average
total-return of those funds that specialize in merger arbitrage by more than 240 basis points for the calendar year.
We earned 5.23% in 2021, essentially tying for our second-best year ever. Thatʼs better than our previous
average annual returns, from inception through 2019, which was closer to 4%.
We’re really looking forward to this year of 2022. We feel the conditions are ripe, for investors to be looking for
an alternative money-making strategy, like merger arbitrage. Inflation is running at a whopping 7%, the highest it’s
been since the early 1980s. The Fed has announced that in March it will end their “Quantitative Easing,” as they
have euphemistically called their interminable money-printing. There may be anywhere from three to seven Fed rate
increases, and this may mean substantial declines for both the stock and bond markets. Investors may want to take
another look at the merits of the SilverPepper Merger Arbitrage Fund’s “Dime after Dime, Time after Time” strategy.
Could “slow-but-steady” win the race, after all?
To sum up, we’re proud to say — we’re “back in black.” And to our wonderful previous investors — we’d love to have
you back too, in 2022.

The returns represent past performance. Past performance
does not guarantee future results. Investment returns 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 may be lower or
higher than the performance data quoted. Call 855-554-5540
for current to most recent month-end performance.
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How Did
We Do It?

One source of the Fund’s relatively strong performance is our principled
avoidance of Special Purpose Acquisition Companies (“SPACs” — pronounced
“Spacks”).

Now a SPAC raises money from investors in the following way. The founders
say to investors: “We are a ‘Company’ with a ‘Special Purpose.’ We are going to use your money for the ‘Acquisition’
of another company, or asset.” Potential investors hear the word “Acquisition,” which sounds a lot like it could be a
merger. And the hope of a future merger is at least tangentially related to merger arbitrage.

And given the steep losses which all merger funds experienced during the COVID Crash, you can see why all merger
funds were interested in hearing more about the popular SPACs. Just about all of our biggest merger-arbitrage
competitors participated in them. Often, they didn’t even wait for the hoped-for mergers to occur — they resold their
shares on the secondary markets, thus recording profits for their funds.

“But wait a second,” we said.

We’re as interested as the next manager in showing positive returns for our

investors, and yet — “Exactly what company is your SPAC planning on acquiring?” Back came their response: “Our ‘Purpose’ is
so ‘Special,’ we can’t tell you!” Yes, that’s right. SPACs are blind pools of capital They are the proverbial “Pig in a Poke.”

So while all of our biggest merger-arbitrage competitors actually did speculate on invisible pigs, it wasn’t hard for us
to walk away from these deals. Why? Because our investment strategy has always been: Never buy the rumor of a
merger — only invest in announced deals. And in a SPAC, the merger is still just a possibility; the merger terms are
unknown; and arbitrage is difficult to find.

Early in 2021, when SPAC speculation was a new and popular fad, investors benefited as prices jumped higher. But in
the past six months, SPACs have fallen out of favor, with some SPAC indices falling double digits.

We avoided losses and volatility by steering clear of SPACs.

Instead, we earned our returns

by sticking to our bread-and-butter merger deals, with the following characteristics: strategic deals that enhance a
company’s existing market position or open new markets; well-financed acquirers; and deals with little regulatory risk,
which leads us to smaller companies which typically have less anti-trust risk, and domestic company transactions that
avoid layers of global regulatory-approval. And, only announced deals — these are the advantages, we believe, of the
SilverPepper Merger Arbitrage Fund.
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What’s Up With
Your Star Rating?

On November 30, 2016, three years after we launched this Fund, we
were very proud to receive Morningstar’s Five-Star Rating.

Now, I

must admit, I grit my teeth when I see our Overall Morningstar Rating

of only One-Star. To be clear, we have a lot of respect for Morningstar, for doing so much to educate investors about
mutual funds. So when people ask me, “Hey, what’s up with your Star Rating?” — you know, it’s a fair question.
(Overall Morningstar Rating among 42 Event Driven Funds as of 12-31-21. Rating is based on a weighted average
of the Fund’s 3-year and 5-year risk-adjusted returns.)
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The returns represent past performance. Past performance does not guarantee future results. Investment
returns 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 may be lower or higher than the
performance data quoted. Call 855-554-5540 for current to most recent month-end performance.
Total gross/net fund annual operating expenses are 3.28%/2.55% for Institutional and 3.43%/2.80% for
the Advisor shares. The Advisor has contractually agreed to waive its fees and/or pay for expenses to
ensure that total fund operating expenses (excluding, as applicable taxes, leverage interest, brokerage
commissions, dividend and interest expenses on short sales, acquired fund fees and expenses (as
determined in accordance with Form N-1A), incurred in connection with any merger or reorganization, or
any extraordinary expenses such as litigation expenses) do not exceed 1.99% for the Institutional class and
2.24% for the Advisor class. This agreement is in effect until October 31, 2031. Inception dates for both
share classes is October 31, 2013. Performance and risk measures greater than one year are annualized.
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Part of it, we have just explained. The Black Swan Event of the COVID Crash hit the
Fund especially hard.

And our principled refusal to speculate in the Fool’s Gold of SPACs meant, that for a

time, we were showing poor results compared to our peers.

But here’s another big reason. In 2021, Morningstar eliminated its “Market Neutral Category,” the category we were
placed in more than eight years ago when the Fund commenced. Then Morningstar split up all the “Market Neutral”
funds, and put them in some new categories.

Our Fund, and our closest merger-arbitrage peers, are now part of the “Event Driven Category.” “Event Driven”
includes a broad group of funds which seek to profit from a range of events, including announced mergers, but also
unannounced mergers, restructurings, spin-offs, recapitalizations, and divestitures. Since many of these events do
not include a “hedge” component, as does our strategy, they tend to have much higher exposure to equity markets, or
equity beta. As a result, when the broader equity markets do well, like in 2021, the historical performance of these new
category competitors is significantly better. This ends up reducing our historical return rankings, and Star Ratings.

Nevertheless, in 2021 we managed, through the volatility, to land near the top third of the Event Driven category.

And over the longer-term, we’ve climbed back above average. Among the four merger-arbitrage specialty funds
that have been around for as long as ours, we’re now number two in total return performance, with a 2.8% return,
compared to the 2.7% average of the funds in the specialty merger-arbitrage peer group.

So to be clear, I am not happy with our One-Star. And our Fund is determined to consistently improve our Star Rating.
Since many financial forecasters predict that broader equity-market returns will not be as stellar in 2022 as they were
in 2021, we will soon see if the Fund’s strategy will ultimately prevail, and secure us a better Star Rating.

Time To
Deal

Deal activity is at the heart of our strategy. And a big part of our strong performance in
2021 was due to strong merger and acquisitions (M&A) activity. Global M&A deals added
up to $5.1 trillion in 2021. That’s an increase of 64% over depressed 2020 levels,
according to data supplier Refinitiv — and a new record.
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One typical example of the deals we participated in, is the $5 billion cash deal to buy infrastructure firm Covanta, by a
private equity fund. The deal was announced in July, and completed in November, generating around a 5% annualized
return. Good stuff.

Many believe the strong merger trends are likely to continue through 2022, due to continued, historically-low, interest
rates; good economic growth; strong corporate earnings; and ample cash on corporate balance sheets, and among
private equity funds.

And there are other important positives in our outlook for merger arbitrage investing.
We’re excited about the spreads now becoming available in deals. Previously, for more than a decade, we have been
forced to contend with falling interest rates, and very low levels of inflation. This combination has been a drag on
deal spreads — and our profit margins. But now, inflation has reared its ugly head, and interest rates are on the
rise. When the Federal Reserve ends QE, and then raises rates, we believe merger spreads will expand further. Why?
Because, historically, merger arbitrage spreads have been priced about three times the risk-free rate. So as the riskfree rate rises throughout 2022, I am optimistic that spreads may grow at three times the risk-free rate. This could
potentially allow us to achieve higher rates of returns in 2022.

Regulatory
Risk

What’s our biggest concern going forward? It’s the increased regulatory risk, and
antitrust scrutiny, coming from regulators such as the Federal Trade Commission
(FTC), the Department of Justice (DOJ), and most relevantly for our favorite deals
in the banking sector, the Federal Deposit Insurance Corporation (FDIC).

The new administration has installed Lina Khan as the Chair of the FTC. Ms. Khan is a 32 year-old, with very little
industry, judicial bench, or government staff experience. But she does appear to have her regulatory sights set on
Amazon, Google, and Facebook, and potentially the rest of the tech and healthcare industries.

The DOJ is also ramping up their antitrust efforts. In doing so, they have begun to deviate from their own standard
practices, causing uncertainty in the deal-making process. As a result, we have stayed away from the subset of deals in the
technology and healthcare industries. So any of the noise regarding Facebook, Google, and Amazon, likely won’t affect us.
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But here’s some regulatory risk that hits closer to home.

In response to pressure from

progressives, President Biden issued an executive order calling on the U.S. Attorney General, and the federal banking
agencies, to rewrite the existing regulatory guidelines for bank mergers and acquisitions.

Congresswoman Maxine Waters, Chairwoman of the House Financial Services Committee, piled on. She requested a
moratorium on all bank merger applications involving banks with $100 billion or more in total assets, until completion
of the review of the bank merger guidelines.

And then in December, the three Democrat members of the five-member FDIC Board released new guidance on
bank merger deals. This “guidance” purports to be “approved” by the FDIC, but instead lacked the support of the
Republican FDIC Chair, now ex-Chair. This regulatory uncertainty, and aggressiveness, is spreading fog around any
contemplated bank merger.

So until Congress and the regulators work out their partisan differences, bank mergers will remain trapped in political
and regulatory limbo. The likely result will be a chill on deal-making in the banking sector.

When Regulators
Talk, We Listen

At the start of the fourth quarter, we had exposure to 36 deals,
which represents a robust and diversified portfolio. In keeping with
our preference for small-company deals where deals spreads may
be a bit wider, and regulatory risk a bit lower, we put only 11% of

our assets in the large cap deals. In fact, given the abundance of so many high-quality deals, we increased our long
exposure to 228% of assets. As the quarter progressed, and the new regulatory environment became murkier, we
significantly cut our overall merger exposure. By the end of the quarter, we were down to 27 deals, and 127% long
exposure, while the short exposure declined from 151% to 105%.

The bottom line is, that by the end of 2021 we had less leverage, and less overall equity exposure. And the equity we
did have was mainly hedged; we had just 22% net equity exposure. We continue to favor small and mid-cap deals.
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We have continued to cut risk into 2022, especially our overweighted financials sector exposure, and more
specifically our exposure to the banking industry. We’ve completely exited two of our top five holdings at the end of the
year, Flagstar and Investors Bancorp. We’ve cut the assets in other bank deals significantly. You know, the banking industry
has been very, very good to us, over the last couple of decades. But my experience, and history itself, tell me this is a time
for heightened caution. Our concern is that, in this environment, the FDIC or other bank regulators may intentionally, or
unintentionally, bust a deal. And the number one risk management goal we strive to enforce is: No busted deals.

And yet, my experience, and history itself, also tell me that most of the time, these unexpected regulatory
complications get worked out. Meanwhile, every problem may provide trading opportunities, for those with commonsense convictions, and strong stomachs. Yes, even a rewrite of the regulatory rules can provide new opportunities —
ones that can be most easily captured by a small, nimble fund, like the SilverPepper Merger Arbitrage Fund.

One possible tax advantage
One upside for our existing investors, from our previous losses and redemptions, is that we’ve accumulated tax losses
on our books amounting to more than 12% of shareholder assets. That’s the largest among the merger-arbitrage
specialty Funds. That means we may be able use those losses to offset some of 2022’s capital gains, reducing the
possibility of a taxable capital distribution.

SilverPepper.
Getting Diversified
with Merger Exposure

We would like to thank all our investors over the years,
especially those with the resolve to stand with us through
2020-2021. And with the financial monster of inflation
starting to rampage through our economy, and the possible
negative impact of Fed rate hikes on the stock and bond

markets, this may be a great time to consider adding the diversification power of merger arbitrage to your portfolio.

With respect,
Steve Gerbel				
Portfolio Manager
SilverPepper Merger Arbitrage Fund
More ➤
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Investors should carefully consider the Fund’s investment objectives, risks, charges and expenses.
Please see the prospectus for a complete discussion of the risks of investing in this Fund. To obtain a
prospectus, please call 855-554-5540 or visit silverpepperfunds.com. The prospectus should be read
carefully before investing.
All investing involves risk including the possible loss of principal. There can be no assurance that the Fund will
achieve its investment objective. For the Merger Arbitrage Fund, the primary risk is event risk, which revolves
around the successful or unsuccessful completion of an announced merger or acquisition. If a merger doesn’t
close as expected, the fund could lose money. Other risks include smaller companies risk, foreign investment risk,
derivatives risk and non-diversification risk.
About the Morningstar Rating: The Morningstar Rating for funds, or “star rating,” is calculated for all mutual funds with at least a threeyear history. Exchange-traded funds and open-ended mutual funds are considered a single population for comparative purposes. The
rating is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a managed product’s monthly
excess performance, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of products
in each product category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars,
and the bottom 10% receive 1 star. The Overall Morningstar Rating for a mutual fund is derived from a weighted average of the
performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating metrics. The weights are: 100%
three-year rating for 36-59 months of total returns, 60% five-year rating/40% three-year rating for 60-119 months of total returns, and
50% 10-year rating/30% five-year rating/20% three-year rating for 120 or more months of total returns. While the 10-year overall star
rating formula seems to give the most weight to the 10-year period, the most recent three-year period actually has the greatest impact
because it is included in all three rating periods. As of 12-31-2021, the SilverPepper Merger Arbitrage Fund was rated 1 star against 38
funds during the prior 5-year period in the Event Driven category and 2 stars against 42 funds in the category during the prior 3-year
period. The Morningstar Rating is for the Institutional (SPAIX) class shares. Past performance is no guarantee of future results.
The Morningstar Rating: © 2021 Morningstar, Inc. All Rights Reserved. The information contained herein: (1)
is proprietary to Morningstar; (2) may not be copied or distributed; and (3) is not warranted to be accurate,
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising
from any use of this information.
Performance Rankings: Morningstar rankings are assigned based on total return. The ranking Includes all funds
within the Morningstar category “Event Driven” The SilverPepper Merger Arbitrage Fund Institutional Share class
(SPAIX) was ranked 35 out of 37 funds for the five-year period ending 12/31/2021 and 12 out of 39 funds for the
trailing 1-year period ending 12/31/2021. Source: Morningstar Direct. Past performance is not indicative of future
performance.
Morningstar Rankings represent a fund’s total return percentile rank relative to all funds that have the same
Morningstar Category. The highest percentile rank is 1 and the lowest is based on the total number of funds ranked
in the category. It is based on Morningstar total return, which includes both income and capital gains or losses and
is not adjusted for sales charges or redemption fees. Past performance does not guarantee future results.

*About Merger Arbitrage Peer Group Methodology: To create a peer group of funds that specialize in merger
arbitrage, we initiated the following screening and classification process. Using Morningstar’s mutual-fund
database, we screened for: 1). U.S. Domiciled Open-End Funds, with 2). Default Category :“Event Driven,” (39
funds) with category start date on or before 12-31-2021 (39 funds) for funds with 3). Unique Share Class and
Institutional (lowest-fee) Share Class (18), for funds whose 4). Primary Investment Strategy Description was Merger
Arbitrage, by initiating an automated screening for the word “merger” in either the Fund’s name, its investment
strategy description or Morningstar Fund Analysis (13 funds), and screening out those funds whose investment
strategy descriptions fell outside of 5). HFRI Event Driven: Merger Arbitrage Index, definitional requirements,
excluding those funds whose investment process is not primarily focused on equity and equity related instruments,
or strategies that specifically limit post-announced mergers to less than 75% of assets over a given market cycle
(6 funds). Source: Morningstar Direct.

More ➤
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Definition: A basis point is equal to 1/100th of 1 percent, such that 100 basis points are equal to 1 percentage point.
Beta is the measure of a fund’s sensitivity to market movements, typically as compared to the S&P 500 Index. By
definition, the beta of the market is 1.00. Accordingly, a fund with a 1.10 beta is expected to perform 10% better
than the Index in up markets and 10% worse in down markets.
Portfolio holdings are subject to change without notice and are not intended as a recommendation. As of
12-31-2021, Flagstar Bancorp was 20.59% of net asset; Investors Bancorp was 9.95% of net assets; and
Covanta, Amazon, Google and Facebook were 0.0% of net assets.
IMST Distributors, LLC
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