
CONTENTS Page

Our Investment Outlook .................................... 1
Cheviot in the Media .......................................... 6
Credits ................................................................ 7
Composite Portfolio ............................................ 7
Composite Performance Information .................. 8

OUR INVESTMENT OUTLOOK

What a quarter! Stocks soared in the year’s first
three months, helped by numerous positive 
financial headlines. If one believes those headlines,
then Greece’s debt woes are solved, the Eurozone’s
16 other countries plus Britain can now return to
prosperity, U.S. unemployment and housing are
improving, and growing U.S. indebtedness and
rising gas prices should be overlooked.

Amidst this backdrop, the U.S. market had 
the best first quarter since 1998. Contributing to
unfounded market optimism, in the words of
financial historian John Kenneth Galbraith, ‘‘is 
the extreme brevity of the financial memory. In
consequence, financial disaster is quickly forgotten.’’1

[Notes appear on page 8.] More seasoned observers
will notice that the market as represented by the
S&P 500, in the 14 long years since 3/31/1998, has
risen by a substandard 64.25%, including dividends.
During the same time, Cheviot’s performance is
+122.58%, net of fees.2

In the first quarter’s environment of seemingly
good news, defensive investing has been relatively
unrewarding as safe haven investments were sold
amidst a questioning chorus of ‘‘who needs gold?’’
For answers, and a peek behind those positive
headlines, read on.

No European Vacation from Debt

To prevent a credit crunch throughout Europe
triggered by the write downs of sovereign Greek
debt, the European Central Bank (‘‘ECB’’) instituted
what it dubbed Long-Term Refinancing Operations
(‘‘LTRO’’), in which more than one trillion euros
(approximately $1.3 trillion) were lent to European
banks at one percent for three years. The banks
quickly used the funds to purchase European 
government bonds and drive down European bond
yields. This enormous injection of liquidity has
temporarily staved off a banking disaster. World
financial markets celebrated.

Market participants are often short-sighted
and we think this is another example. As part 
of the rescue package to keep Greece in the
Eurozone, the bailout terms for Greece include
depression-inducing deficit reductions. Mohamed
El-Erian, CEO of PIMCO, recently referred to this
as effectively ‘‘robbing the country of the oxygen
needed for investment, growth, competitiveness
and jobs,’’ further stating, ‘‘the Greek debt drama
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has merely been paused for an interval.’’3 Greece’s
alternative is to exit the euro, reinstitute its own
currency – the drachma – and aim to control its own
destiny, most likely via immense money printing,
eventually condemning the nation to severe 
inflation.4 Regardless of which path is chosen, the
Greek debt crisis is unfinished.

With almost 23% unemployment, Spain is
approaching economic depression. Along with
France, Italy, and Portugal, Spain’s fixed obligations
are overwhelming: total country debt is three times
greater than the size of its overall economy.5 Recent
government cutbacks, despite being the largest 
in generations, are still too small to reduce the
country’s deficits to required levels. Regrettably,
the pain in Spain is nowhere near ready to wane.
Legendary bond investor and usually elegant
wordsmith Bill Gross put it this way: ‘‘Greece was
a zit, Portugal is a boil, Spain is a tumor.’’

The Greek debt default required the creation of
more than one trillion euros. Some economists now
estimate the need for an additional ten trillion newly
created euros if/when other European countries
struggle. Saying – as the market has – that the
Greece crisis is resolved, therefore, all will be fine
is akin to what the market believed in the second
half of 2007 when the opinion of the Federal
Reserve (the ‘‘Fed’’) was that the U.S. subprime
mortgage meltdown was ‘‘contained.’’ Quoting
Neel Kashkari of PIMCO: ‘‘The risks in Europe?
They have not solved anything yet in Europe. . .
And we think the risks in Europe will reemerge
and that sentiment will swing back to risk-off 
[i.e., market participants will again become risk
averse].’’6 Kashkari should know. Before his post 
at PIMCO, he created and implemented the $700
billion Troubled Asset Relief Program (‘‘TARP’’)
for the U.S. Treasury.

U.S. Unemployment Figures: Go Figure!

As the stock market swooned last summer, the
unemployment rate in the U.S. was reported to 
be 9.1%. It is now 8.2% yet the manner in which
unemployment is calculated accounts for most of its
reduction. Federal Reserve Chairman Ben Bernanke

publicly refers to the lowered rate as ‘‘something
of a puzzle.’’ But it is no puzzle. This is because
after being unemployed for 12 months, unemployed
individuals no longer count toward the nationwide
jobless tally. Temporary seasonal factors have also
helped to lower the current rate of unemployment.
Says well-regarded economist David Rosenberg,
‘‘Companies will respond in the spring by curbing
their hiring plans. This is exactly what happened 
a year ago.’’7

The unemployment rate should be viewed
within the context of more meaningful statistics.
Noted economist Robert Shiller concludes: ‘‘The
unemployment rate was supposed to be such good
news. . .but that was really kind of misleading. If
you look at the employment to population ratio
it’s still in the doldrums. A lot of people are 
discouraged that they won’t get a job so they give
up looking. That’s not a good sign for the housing
market or the economy.’’8

Higher Gas Prices and Economic Growth Don’t Mix

Gasoline prices are roughly 10% higher than they
were at year-end 2011. Based on average personal
income in the U.S., the typical worker can now
afford six gallons of gasoline for every hour worked.
Ten years ago, more than 13 gallons of gas could 
be purchased with an average hour’s wage.9 Every
penny increase in the price of gas siphons approx-
imately $1.25 billion out of the pockets of Americans.
This is money that would otherwise be considered
discretionary and used for any combination of
spending, investment, or debt reduction.

Historically, when oil prices are high, and they
are at highs seen only once previously – just before
the 2008 meltdown – they pose a strong correlation
with weakening economic activity. The majority of
oil price spikes during the last 40 years – including
1972, 1978, 1990, 1999, and 2007 – helped send the
U.S. economy into recession. Many times, the Fed
raised interest rates when oil prices were rising in
an attempt to prevent inflation from permeating
throughout the economy. Yet today, with the 
economic recovery so tenuous, higher oil and gas
prices are more likely to cause the Fed to try to
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stimulate through additional quantitative easing
(known as ‘‘QE,’’ this is a monetary stimulus tool
used when our central bank has already lowered
interest rates to zero). One likely consequence of this
type of stimulus is a further debased U.S. dollar
which pushes higher the prices for commodities
like gold and, ironically, oil.

More Trouble at Home

A buying opportunity does not occur every time an
asset price falls dramatically, which, in the case of
housing, has fallen from the highest bubble peak in
recorded history. We believe the nationwide average
for home prices, generally though not in all locations,
has further to fall for numerous reasons.

Four million homes have been foreclosed upon
during the last five years. Yet the current backlog
of distressed properties (a home with mortgage
payments that are delinquent) is gargantuan.
There are now 6,000,000 such homes that will, 
if history is any guide, likely go through the 
foreclosure process. This amount plus the normal
amount of for-sale inventory reaching the market
is a lot of housing supply to keep in mind the next
time you hear someone saying that the housing
market has bottomed.

On the demand side of the equation, let’s
consider the major home-buying groups (1) the
sideways or move-up buyer who sells and buys
another home; (2) the investment buyer who seeks
rental income; and (3) the first-time buyer. The
sideways/move-up buyer’s hands are tied because
that person typically uses home equity from the
sold home as the down payment on the new
home. But, in California, 35% of homeowners
carry negative or near-negative equity.10 The
investment buyer can find some bargains in the
lower end of the housing price spectrum. Yet near
$500,000 and above, the return on investment
(measured as rental income minus maintenance
costs, homeowner’s insurance, and property taxes)
is too low to be worthwhile. And, finally, the 
first-time homebuyer is either someone who has
been renting or living with family. With real wages 
stagnant, investment portfolios scarcely higher 

in the past decade, and lending standards more
stringent, it is difficult for the typical renter to get
the money for a down payment. Young adults in
their 20s and 30s are even worse off: it was recently
reported that college debt outstanding in the U.S.
topped $1 trillion. College graduates are often
more focused on paying down school loans than
on adding even more debt via a home mortgage
(assuming today’s lenders would actually lend 
to them). Moreover, people in their 20s currently
face generationally high levels of unemployment.
First-time buyers are a much smaller group than
they used to be.

When historically low mortgage rates, which
help make homes more affordable, finally rise, 
the housing market could face another strong
headwind. Housing expert Robert Shiller states:
‘‘There’s a real chance that we’re in a Japan-like
slump that will go on for years and years. . .Home
prices can go through decades of stagnation . . .
I’m worried that home prices have been declining
now for about five years and there’s still a lot of
downward momentum.’’11

Up to Our Eyeballs

Less than one year ago Europe faced a potential
economic unraveling due to the Greek debt crisis
and the U.S. was embroiled in a debt ceiling 
fiasco resulting in the downgrade of U.S.Treasury
bonds. In a matter of months, major world stock
markets from here to China fell between 19% and
33%.12 And gold soared.

While the stock market has risen since last
summer, the U.S. debt debacle remains unresolved.
The federal budget deficit for February alone was
$229 billion. For perspective, this is roughly 75%
the size of the entire economy of Greece. With 
official national debt of $15.6 trillion ($1.3 trillion
higher than when the debt ceiling was raised 
last August), the U.S. is on pace for a September
standoff with the recently-raised debt ceiling of
$16.4 trillion. The political wrangling to prevent
automatic austerity measures, or the measures
themselves, is unlikely to be viewed favorably 
by the market.
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Then, at the end of this year, the U.S. faces the
‘‘fiscal cliff’’of $500 billion of fiscal stimulus being
withdrawn from the economy when fiscal spending
and tax cuts expire. These cuts will either be delayed
(thus increasing debt levels) or upwards of 4% 
to 5% of GDP could be lost, an amount former
Treasury Secretary Robert Rubin suggests would
have ‘‘enormous, enormous consequences for 
the economy.’’13

As shown in the nearby graph, our economy
carries a debt level larger – relative to the size of total
economic output – than any time in our history,
even exceeding that of the Great Depression. At the
current pace, there would be $20 trillion of Federal
debt in 2014 and, should interest rates rise to a more
normal level of 5% to 6%, annual interest payments
alone will be $1.0 to $1.2 trillion, consuming perhaps
40% to 50% of federal tax revenues. It is no wonder
that the Fed is purchasing unprecedented quantities
of debt – 61% of the bonds issued by theTreasury in 2011
were bought by the Fed – to help keep interest rates
low. It is expected that we will face higher interest
rates when the largest buyer ceases its buying.

Respected economic historian Carmen Reinhart
lists the potential resolutions to our debt level:
‘‘Throughout history, debt-to-GDP ratios have
been reduced in five ways: economic growth, 
substantive fiscal adjustment or austerity plans,
explicit default or restructuring of private and/or
public debt, a surprise burst in inflation, and a
steady dose of financial repression [when interest
rates are lower than inflation] that is accompanied
by an equally steady dose of inflation.’’14
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We will likely face a combination of the above
possibilities. Bernanke understands the need for
increased inflation to cheapen U.S. debt. He has
vowed not to repeat what he refers to as the mistakes
of the Fed’s response to the Great Depression, when
loose monetary policy (low rates, quantitative easing,
domestic currency devaluation, etc.) was ended
too soon. He has stated that the Fed will keep rates
near zero until the end of 2014 and will continue to
monitor Treasury rates and is prepared to buy
more bonds if rates drift higher. Given Bernanke’s
history of helping to guide a Fed that keeps rates
excessively low (the Fed held rates at 1% for 2.5
years beyond the end of the 2001 recession), we
again expect the Fed to keep rates artificially low
for longer than it should.15

Kyle Bass, manager of Hayman Capital and
someone who protected his clients admirably during
the bursting of the housing bubble, comments:
‘‘The pattern is set that we are going to continue to
monetize fiscal deficits . . .You can call it what you
want to call it. You can call it LTRO, you can call it
quantitative easing, or any acronym that the powers
that be want to call it. I call it money creation out
of thin air, and therefore, gold has got a lot further
to go.’’16 And by ‘‘go,’’ Bass means ‘‘higher.’’

Precious in All But Recent Perception

Ignoring the longer-term requirements and 
ramifications of over-indebted and deleveraging
economies, the market shuns gold and gold-related
investments each time Bernanke indicates that the
Fed may not continue attempting to stimulate the
economy. And, since late February, Bernanke indi-
cated what seemed like countless times a desire to
hold off on stimulus, for now, causing precious
metals investments to decline materially. When
asked if this means the Fed is finished stimulating,
noted investor and Fed watcher Bill Fleckenstein
remarked, ‘‘Be serious. Just watch what they do
and have done . . . [Fed] talk is just worthless.’’

Yet, in the short-run, the market has become
fixated on Fed talk. It is widely believed that the
investment merits of precious metals are predicated
on a fresh round of quantitative easing, thus any
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sign of a pause or end to QE is a reason to sell. But
even without additional QE (though we expect more
and under the guise, perhaps, of a new euphemism
for what it really is – monetizing the debt), the 
Fed is already using, in Paul Volcker’s words, the
‘‘extreme monetary policy’’17 of negative real 
interest rates. The ‘‘real interest rate’’ is the current
level of interest rates in a country minus the rate of
inflation. The only time in U.S. history that real
rates were lower was in the 1970s, a decade of dra-
matically higher inflation and soaring gold prices.

Says distinguished economist and author Amity
Shlaes, ‘‘The reason that markets [for precious 
metals investments and other inflation hedges]
haven’t jumped yet is that the last great inflation
and correction happened in the late 1970s and early
1980s, just long enough ago that most adults in the
financial markets don’t remember it. We can debate
whether today’s challenge resembles that faced in
the early 1980s, or something worse.’’18

Central banks worldwide are keenly aware of
a time-tested cause and effect relationship: the
more debt monetization, the greater the likelihood
of lower currency values and higher inflation. At 
a time when there is monumental money creation
to bail out financial institutions and purchase 
government debt, central banks are worried about
protecting their own assets from devaluation.
Thus, as the nearby graph portrays, central banks
not long ago reversed a long term trend of selling
off their stockpiles of gold and are now actively
accumulating it.

Accumulators of gold include the growing
‘‘creditor’’ nations such as China, India, Brazil,
Russia, and South Korea. Developed nations
including the U.S., Germany, and France possess
gold stockpiles valued at two and a half to three
times (i.e., 250% to 300%) the value of foreign 
currencies held by their central banks. (Think of
this as a description of how much precious metal
is included in a country’s investment ‘‘portfolio.’’)
The group of emerging nations listed above has
between 0.5% and 10% of their assets held in 
gold. The vast majority of the assets held by 
central banks in China, India, Brazil, etc. are in the
form of the very paper currencies that are being
devalued aggressively.

These emerging countries understand the
need to increase their gold holdings and are doing
so. Suppose that Brazil, China, India, Russia, and
South Korea decide to increase their gold holdings
to 15% of foreign reserves. This new total would
still be insignificant compared to the 250% to 300%
of the developed western nations, yet to get to
15%, the aforementioned five countries would
need to purchase more than 10,000 tons of gold. 
To reach 50% of reserves, 40,000 tons is necessary.
To arrive at 100% of reserves, they must buy 84,000
tons of gold. Consider the following: the U.S., 
the world’s largest gold hoarder, possesses 8,133 
tons; there are approximately 160,000 tons of gold
in existence; roughly 2,400 tons are mined in a
year. What would be the impact on gold’s price 
if these creditor nations add substantially to their
gold holdings? Just to achieve a paltry 15% of 
foreign reserves would require them to purchase
ALL new gold production for the next four years.
Hitting the 50% mark would mean that the 
growing nations would need to purchase one
quarter of all gold in existence. In our opinion,
such demand could cause the price of gold to
explode higher.

In 2009, China announced that it had acquired
454 tons of gold during the previous seven years.
Compared to the above figures, this relatively
small amount sent shockwaves through the financial
markets and made China’s intentions clear. Chinese
government officials, just like those of the other
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gold acquirers, do not want to send the price of
gold soaring while they are buying it. Thus they
take advantage of price declines to increase
China’s holdings.19 It seems that central banks 
are now heeding the words of J.P. Morgan who
told Congress in 1912: ‘‘Gold is money. Everything
else is credit.’’

The central banks of foreign governments are
not alone. Even former Treasury Secretary Robert
Rubin admits that he, too, ‘‘should be allocated
more heavily away from the dollar.’’20 This is at a
time when gold, often considered to derive its
value as the inverse of the U.S. dollar, suffers 
from an extreme lack of interest. Gold market 
sentiment indicators are at or near historic lows.
And, as a general rule of investing, the disinterest
of others can present worthwhile opportunities to
acquire bargains.21

Beginning in 2008, our country introduced
massive Keynesian stimulus policies (deficit
spending to offset decreasing private sector
demand) with the goal of preventing economic
depression. Now, with fiscal stimulus losing support
in our Federal Government, the responsibility for
stimulating the economy falls increasingly on the
shoulders of monetary policy (provided by the
Fed). As previously discussed, Fed monetary 
stimulus of the size currently undertaken usually
leads to substantial currency debasement and
future inflation.

In 1937, after fiscal stimulus was reduced and
the U.S. economy slumped dramatically, John
Maynard Keynes persuaded Franklin Roosevelt 
to increase deficit spending. Keynes knew that
this would debase the currency. In addition to
being an influential economist, Keynes also
thrived as an investor in this type of economic
environment. For example, during the years 1933
through 1946, the King’s College endowment 
fund that he managed trounced the stock market
of the time by a margin of 905% to 198%. How did
he do it? He ‘‘made titanic bets on industries 
he thought were cheap; by 1936, he had 66% 
of his portfolio in [gold] mining stocks.’’ Keynes
knew that they would ‘‘benefit from falling 
currency values.’’22
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Warren Buffett understands that ‘‘delayed
recognition [by the market] can be an advantage:
it may give us the chance to buy more of a good
thing at a bargain price.’’23 We believe this to be
true now of the precious metals holdings that we
own for clients and ourselves.

Our personal holdings are similar to our clients.
We experience the same ups, the same downs, as
our clients. We are in this together. Our view of 
the economy and financial markets may be less
optimistic than that which is currently prevalent
but we believe it to be more realistic. Thus, we
avoid the potential herd-like behavior of many
other investors who may be taking their cues from
market prices, not fundamental economic data.
While we remain long-term bullish on America, its
ingenuity, and stocks in general, we tread carefully.

This reminds us of the periods 1999-2000 and
2007 when our view of the economy and the 
market’s stance were not in sync. In the aftermath
of these periods, we proved to have safeguarded our
clients against historic and devastating portfolio
losses. By achieving gains when safely available
and avoiding the full brunt of major declines, we
have produced satisfactory long term investment
results (as seen in the performance figures at the
beginning of this article on page 1).

Jared Diamond, in his book Collapse (2005),
concludes that societies that have failed are those
whose leadership placed its ‘‘focus only on issues
likely to blow up in a crisis within the next 90
days.’’ This could be said about investment 
advisors, too. One of our strengths is our focus on
economic and financial trends that we expect to
occur over many quarters and years – not merely
the next 90 days. We will maintain an appreciation 
of the big picture and keep our long term focus.
And we will continue to invest accordingly for 
our clients.

CHEVIOT IN THE MEDIA

In the first quarter of 2012, our Darren Pollock was
quoted in Money Magazine and The Wall Street Journal.
Excerpts can be viewed online: cheviotvalue.com/
cvm-in-the-media/
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COMPOSITE PORTFOLIO

In 1997 we established our Balanced Portfolio
Composite (the ‘‘Composite’’) using client data
beginning January 1, 1992. The Composite includes
all fully discretionary, fee-paying accounts over
$250,000.00. The Composite assets are allocated
principally among the following asset classes:
equities (common stocks), fixed income (bonds)
and cash. Cash is allocated in accordance with the
views of our firm’s investment officers regarding
the relative desirability of being more or less fully
invested in other asset classes from time to time.

In the Composite, client accounts are combined
for performance reporting purposes to provide a
‘‘Composite’’ return. The Composite represents real
money invested for clients. The table on page 7
sets forth the holdings in our Composite as of
March 31, 2012.

In the three months ended March 31, 2012, we
added to our positions in Newmont Mining, Pan
American Silver, Market Vectors Gold Miners ETF,
Prudent Dollar Bear Fund, and an Avon Products
bond due 3/15/13. We initiated a fixed income
purchase of Pitney Bowes due 6/15/13 and a 
position in Becton, Dickinson & Co. (‘‘BDX’’). We
are always scouring the investment landscape for
opportunities to buy strong businesses at what we
believe to be advantageous prices. We think BDX
is one such holding.

Founded in 1897, BDX is the world’s largest
producer of essential medical surgical products
including needles, scalpels, and sharps-disposal
units. While domiciled in the U.S., roughly 55% 
of BDX’s revenues are sourced internationally.
Earnings for 2012 are projected to be more than
60% higher than in 2007 and the dividend payment
has nearly doubled since then.

BDX possesses a history of intelligent capital
allocation, including buying back its shares at
advantageous levels. An ongoing share buyback
plan was initiated in 2009 when shares were 
available at valuations not seen since 1994. Recently,
at a similar valuation, the company increased its
authorization to repurchase nearly 10% – or another
$1.5 billion worth – of shares.

Composite Portfolio Holdings
as of March 31, 2012

Security Pct. Assets

Market Vectors Gold Miners ETF 9.4
Newmont Mining 8.5
Berkshire Hathaway 6.7
Federated Prudent Dollar Bear Fund 6.6
Central Fund of Canada 6.0
Pfizer 4.5
Federated Prudent Bear Fund 4.1
Wal-Mart Stores 4.0
Microsoft 3.9
Johnson & Johnson 3.3
Pan American Silver 3.2
Medtronic 3.1
Abbott Laboratories 2.7
Pitney Bowes, 3.875% due 6/15/2013 1.2
Leucadia National 1.2
Avon Products Inc., 4.800% due 3/1/2013 1.2
ConocoPhillips 1.1
Markel 1.1
Becton, Dickinson & Co. 1.0
Berkshire Hathaway, 7.125% due 10/15/2023 0.9
Chevron 0.9
Merck 0.9
CVS/Caremark 0.8
Hewlett Packard Co., 6.500% due 7/1/2012 0.8
Laboratory Corporation of America 0.6
National Semiconductor, 6.150% due 6/15/2012 0.5
CareFusion Corp., 4.125% due 8/1/2012 0.5
Other 2.2
Cash Equivalents 19.1

Total 100.0
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COMPOSITE PERFORMANCE INFORMATION

The performance results displayed herein represent 
the investment performance record for the Balanced
Portfolio Composite, a Composite of balanced accounts
managed by Cheviot Value Management, LLC, a 
registered investment adviser under the Investment
Advisers Act of 1940.

The Composite returns are total, time weighted
returns expressed in U.S. dollars and include the 
reinvestment of dividends and other earnings and 
the deduction of transaction charges and investment
advisory fees of 1% per annum.

The S&P 500 Index is a market capitalization
weighted index of 500 of the largest U.S. companies.
The returns for the S&P 500 Index are calculated on a
total return basis with dividends reinvested. The S&P
500 Index is not available for direct investment.

Past performance is no guarantee of future results.
Any investment in marketable securities has the possi-
bility of both gain and loss. Results will vary among client
accounts. The actual return and value of an account will
fluctuate and at any point in time could be worth more
or less than the initial amount invested.

Holdings are subject to change. It should not be
assumed that recommendations made in the future will
be profitable or will equal the performance of securities
in this newsletter. The information contained herein is
based on internal research derived from various sources
and does not purport to be statements of all material facts
relating to the securities mentioned. The information
contained herein, while not guaranteed as to accuracy or
completeness, has been obtained from sources we believe
to be reliable. Opinions expressed herein are subject to
change without notice. Cheviot Value Management or
one or more of its officers may have a position in the
securities discussed herein and may purchase or sell such
securities from time to time.

The CVM Balanced Portfolio Composite has been
examined by independent verifiers for the periods from
January 1, 1992 through December 31, 2009. A copy of
this examination report is available upon request.
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a Gold Bubble?’’ http://cheviotvalue.com/media/will-the-fed-blow-
a-gold-bubble/

16http://video.cnbc.com/gallery/?video=3000078074
17http://www.reuters.com/article/2012/03/14/us-economy-us-

volcker-idUSBRE82D1AE20120314
18http://www.bloomberg.com/news/2012-03-14/watch-bernanke-s-

little-inflation-capsize-u-s-amity-shlaes.html
19When data becomes available, we expect to see that central banks

were buying billions of dollars worth of gold during the recent
decline that began in late February and continues to the time that
this issue went to print.

20http://www.bloomberg.com/news/2012-03-09/rubin-has-too-
many-dollars-13-years-after-leaving-u-s-treasury.html

21It is remarkable that some large gold mining companies provide
dividend yields greater than that of large real estate investment trusts,
securities which are known for income payments that are usually high.

22‘‘Keynes the Stock Market Investor’’ by David Chambers and Elroy
Dimson, March 5, 2012

231987 annual letter to Berkshire Hathaway shareholders
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Contact information: 100 Wilshire Blvd., Suite 2020, Santa Monica, CA 90401; (310) 451-8600;
email: contact@cheviotvalue.com; web address: www.cheviotvalue.com.

Investment Values is intended to be a source of educational information about investments and related topics. Comments about specific securi-
ties (stocks and bonds) are NOT intended to be recommendations that readers purchase or sell such securities. Such comments are intended to
explain to readers and investment clients why such securities have been or may be purchased or sold within a diversified portfolio such as the
portfolios of the investment clients of Cheviot Value Management, LLC.
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