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Buffett Validates Private Management Group's Japan Strategy

In a major validation of our Japan strategy, Warren Buffett announced that he had bought
large positions in five Japanese trading companies (referred to in Japan as Sogo Soshas).
The purchases included shares in two Private Management Group holdings, Itochu and
Sumitomo Corporations. Both stocks were up significantly in Japanese trading and we
have seen good follow through with wide press coverage in the U.S. This is clearly
wonderful news and supports our long-held belief that these are terrific companies
trading at attractive prices.
 
Mr. Buffett was quoted in today's Wall Street Journal:

"ʻI am delighted to have Berkshire Hathaway participate in the future of Japan and
the five companies we have chosen for investment,ʼ said Mr. Buffett. He said the five
companies ʻhave many joint ventures throughout the world and are likely to have
more of these partnerships.ʼ"

 
Itochu and Sumitomo have been discussed in our client letters and our Annual Meetings
so you should be familiar with these large, diverse, and global companies. Both
companies have many subsidiaries and various operations in diversified areas including
food, automotive, cable, media, medical, technology, natural resources, real estate, and
other areas. Both trade at large discounts to U.S. companies even though their quality is
sound, they have respectable growth prospects, and solid track records (especially
Itochu).
 
Buffett's move into Japan and Asian trading companies helped our other Japanese
holding, Shinsei Bank, and appeared to spur gains in CK Hutchison and First Pacific -
similar Asian companies we own. Interestingly, one of the other companies he bought,
Mitsui, was also owned by us in the past (we sold and redeployed some of proceeds
earlier this year). His move to broaden Berkshire Hathaway's investment scope could
spur other investors to look at these areas and potentially further help valuation
multiples.
 
In our visits to Japan, we have met with management of Itochu, Sumitomo, Mitsui, and
other companies. Despite a closed reputation, we found management open and friendly.
The management teams are impressive, shareholder-oriented, and focused on
performance. Recent changes in corporate governance rules and improvements in capital
allocation policies further reinforced our belief that these are underappreciated
companies.

Our Quality Foreign Holdings are Underappreciated

We have said that our high-quality foreign holdings have not received the U.S. investor's
respect that they have deserved for years. Some of that is lack of familiarity and maybe
due to custodian (mis)reporting (see below). Thanks to Buffett, that should improve as
U.S. investors now become more familiar with these blue-chip companies. We would
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include other wonderful blue-chip companies like CK Hutchison, Investor AB, Pargesa,
Bayer, Ardagh, Brookfield Asset Management, Fairfax Financial, Grupo Financiero
Inbursa, and even smaller First Pacific. At some point, we hope to add Resolute Forest,
Aegon, and Teva to the list, but they are all in the process of turnaround efforts.
However, this does not include quality U.S. based companies with large international
operations (other Buffett holdings, Liberty Global and Liberty Latin America, are just
two examples).

Important Reminder for Foreign Stocks: Online Data is Misleading

Finally, this gives us another opportunity to again note that online data for foreign
holdings is misleading. We have had some limited success in getting this corrected, but
please remember the following:

Dividends: Your custodian shows foreign dividends as "NA" which specifically
means "not available" (not "not applicable"). In other words, almost all our foreign
holdings pay dividends, but it still shows "NA." By the way, in many cases the
dividends are large. Worth noting is that foreign companies generally pay twice per
year versus the U.S. quarterly dividend norm. For tax efficiency, foreign securities
are generally held in taxable accounts because some dividends are subject to
foreign-tax withholding. The foreign-tax withholding is not included in statement
values (you can claim the tax credit on your income tax return). Note that for
return purposes, you'd add back these foreign-tax withholdings (returns on specific
holdings and portfolios are difficult if not impossible to calculate manually so let
us run these for you - we've seen many examples of invalid numbers resulting in
invalid conclusions).
Foreign securities may look like over-the-counter stocks online. They are not.
Many stocks trade millions of shares per day in their primary markets - which are
not listed online. These trades take unique knowledge so do not trade these foreign
securities, especially without knowing exactly what you are doing. There are many
considerations, but they should almost always be traded in the company's primary
market (not the U.S.) and you must be very careful of bid-ask spreads, bad quotes,
and foreign currencies, to name a few. We have seen a few examples of frankly
horrible trades done by unknowing investors. Let us trade these - that is why you
are paying us and we really do have your best interest in mind.

 As always, it is a pleasure and a privilege to service your portfolio needs,
and we thank you for your trust and business.
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Information discussed in this report contains forward-looking statements relating to anticipated
financial performance, business prospects, returns, market forces, new services, technological
developments, and other matters. The Private Securities Litigation Reform Act of 1995 provides a
safe harbor for forward-looking statements. In order to comply with the terms of the safe harbor,
Private Management Group, Inc. ("PMG") notes that a variety of factors could cause actual results
and experience to differ materially from the anticipated results or other expectations expressed in
these forward-looking statements. Factors may change in the future and we take no responsibility to
update or modify statements. Forward-looking statements typically contain words such as "may,"
"will," "should," "expect," "anticipate," "estimate," "continue," "believes," "expects," "hopefully," "tend,"
"forecasts," or variations of these words, suggesting that future outcomes are uncertain. The
following discussion is intended to identify certain factors (though not necessarily all such factors)
that could cause future outcomes to differ materially from those set forth in forward-looking
statements made by PMG.
 
These risks and uncertainties that may affect results, performance, development, operations of client
portfolios, securities owned, or PMG's business include, but are not limited to, the following factors:
effects of pandemics, cyber and other security attacks, changes in client requirements or demands,
cash flow needs of clients, general economic conditions, competitive factors and pricing pressures,
overcapacity in industries involved with, shifts in market demand, changes in federal, state and local
laws, licensing and regulations, especially financial and security regulations, potential increases in
costs of operations, increases in labor costs, the performance and needs of industries involved with,
continued costs of investments in technology, uncertainties of litigation, the ability of entities to
generate cash flow or finance operations, compliance with securities debt covenants, success or
timing of completion of capital and maintenance spending projects, planned and unplanned outages
due to maintenance, equipment malfunctions or work stoppages, availability of adequate levels of
insurance, management retention and development, changing accounting requirements,
maintenance of health of key PMG employees, and various hazards which could disrupt operations
(including fires, explosions and severe weather conditions).
 
This is not an offer to sell or market any security and should not be interpreted as such. Notice is for
existing PMG clients to inform them of current holdings, educate on the types of businesses they
may own (not all securities discussed are owned by every client), and other important information.
This information is not to be retransmitted or disseminated to other parties, particularly states or
countries where PMG is not licensed or involved in business activities.
 
Discussions related to asset classes are general in nature only, assets can change, and definitions
can be broadly interpreted. For additional information, see disclosure document form ADV, Part 2,
which was remitted upon opening of client account and is available upon request. Clients can refer
to statements for a more comprehensive list of assets and PMG can provide a more comprehensive
list upon request. Material is copyrighted and the sole property of PMG with all rights reserved.


