Selecting Quality Companies for the Long Term™

Selected American Shares

An Update from Christopher C. Davis and Kenneth Charles Feinberg
Portfolio Managers



The chart below summarizes results through
December 31, 2010 for Selected American Shares
compared with the S&P 500® Index against
which my co-manager Ken Charles Feinberg,
our colleagues and I judge ourselves. Our goal is
to outperform this Index after fees over the long
term as we have done over the last 10 and 15
year periods as well as since Davis Advisors
began managing the Fund on May 1, 19931
Over the last decade, our results have exceeded
the benchmark by 1.1% per year after fees.!
Although this is a satisfactory relative result,

the Fund’s absolute return of only 2.5% per year
is a grim reminder that for more than a decade
investors have been mired in one of the worst
bear markets since the Great Depression.!

Over the last five years, results have been
below our standards and expectations on both
a relative and an absolute basis. While periods
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of poor results are inevitable, they are
unsettling and deserve explanation. In this
report we will provide context not excuses

for these results and outline our rationale for
believing returns in the years ahead should be
substantially better. We would also note these
results are reflected in the compensation of the
portfolio management and research team as

a meaningful portion of our incentive plans
vests only if the Fund’s trailing five year return
exceeds the S&P 500° Index. On top of this
relative hurdle, the fact we are large investors
in the funds we manage means we also bear
the consequences of poor absolute returns.
While no system is perfect, shareholders should
know disappointing results have consequences
and our incentives are aligned with our goal
of generating satisfactory absolute and relative
returns over the long term.

Average Annual Total Returns 1 5 10 15 Inception
as of December 31, 2010 Year Years Years Years (5/1/93)
Selected American Shares Class S Shares 12.53% 1.60% 2.54% 8.76% 9.66%
S&P 500® Index 15.06% 2.29% 1.41% 6.76% 8.20%

The performance presented represents past performance and is not a guarantee of future results. Total
return assumes reinvestment of dividends and capital gain distributions. Investment return and principal value
will vary so that, when redeemed, an investor’s shares may be worth more or less than their original cost. The
total annual operating expense ratio for Class S shares as of the most recent prospectus was 0.94%. The total
annual operating expense ratio may vary in future years. Returns and expenses for other classes of shares will
vary. Current performance may be higher or lower than the performance quoted. For most recent month-end

performance, visit selectedfunds.com or call 800-243-1575.

This report includes candid statements and observations regarding investment strategies, individual securities, and economic
and market conditions; however, there is no guarantee that these statements, opinions or forecasts will prove to be correct.
Equity markets are volatile and an investor may lose money. Past performance is not a guarantee of future results.

'Class S shares. Past performance is not a guarantee of future results.



Turning from past results to future outlook, there
is strong reason to believe this last decade of
poor absolute stock returns will lead to much
better returns in the years ahead. Furthermore,
based on the prospects for and valuations of the
companies we own in Selected American Shares
we believe our relative performance should
improve as well. Although we cannot promise
such an outcome, the combination of higher
stock prices and improved relative results would
produce very satisfactory returns for the coming
decade. In the pages ahead, we will outline

the reasons why we are more positive than

we have ever been about the outlook for

equities in general and Selected American
Shares in particular.

Following our practice, we have structured this
report as a series of responses to the questions
we are most frequently asked by shareholders,
with a particular emphasis on our outlook

for improved absolute and relative returns.

As always, we will include a review of our
mistakes as well as our successes.

Q: Why should the next 10 years be
better than the last?

A: Outside the world of finance, the difference
between price and value is well understood
and best captured in the wise saying, “Price is
what you pay. Value is what you get.” However,
in finance, price and value are treated as
synonyms. It is almost a matter of faith, not

to mention new accounting standards, that
the most appropriate measure of an asset’s
value is its current market price.

The trouble with this system is price and value
are not the same thing. The price of an asset is
whatever people are willing to buy and sell it
for at a given instant. Because price is set by

people, who are necessarily fallible and
emotional, it can be subject to all sorts

of influences beyond the pure economic
characteristics of the underlying asset. In
certain cases, the influence of emotions like
euphoria and panic can become so dominant
prices become irrational—just consider the
bubble prices of Internet stocks in 2000 or the
panic prices of many stocks during the depths
of the financial crisis.

On the other hand, the value of an asset is
simply the total amount of cash it will generate
over its life discounted to the present. This
amount is determined by reality not emotion.
To consider a simple example, imagine a rental
property that reliably produces income of
$50,000 after all expenses each year. At the
peak of the real estate bubble, a buyer might
have paid more than $1 million for such a
property, accepting a return of only 5%. In the
depths of the crisis that followed, it might have
been difficult to get $500,000, which would give
a buyer more than a 10% return. Although the
price of the property in this example may have
dropped in half reflecting the changing mood
of buyer and seller, the value of the property
remains unchanged reflecting the stability

of the underlying cash flows.

Similarly, because stock prices at any given time
are determined by fallible and emotional human
beings, they also tend to reflect the mood of
buyers and sellers. On the other hand, because
stock values are determined by the cash flows
of real operating businesses, they are unaffected
by changing sentiments. Examining stock
market data from January 2000 through today
provides a stark example of the difference
between the price and value of stocks. At the
start of the year 2000, the price of the stock



market as measured by the S&P 500® Index was
almost $1,500 per share. This $1,500 price gave
investors ownership interests in companies that
produced about $50 of earnings per share and
about $38 of free cash flow per share as well

as paying about $17 in dividends per share.
Therefore, a buyer was accepting an earnings
yield of 3%, a free cash flow yield of 3% and

a dividend yield of 1%.

Today, the earnings of the companies that make
up this Index are about $76 per share, more
than 50% higher than in January 2000. The

free cash flow of these companies is now about
$100 per share, almost three times higher,

and dividends should be around $25 per

share, approximately 50% higher. Because these
companies are producing more earnings, cash
flow and dividends, it seems obvious the value
of their stocks is much higher today than in
2000. But just as in the above example of rental
property, price does not necessarily track value.
During this same period of increasing value, the
changing mood of investors from the optimism
of 2000 to the pessimism of today has led to
falling prices, with the stock market actually
trading for 15% less than it did at the start of
the period. No wonder Sir John Templeton once
noted, “Bull markets are born on pessimism,
grow on skepticism, mature on optimism, and
die on euphoria.” After all, in times of pessimism
and skepticism such as we have experienced in
the past two years, prices are likely to be lower
than value, making stocks a bargain. In times
of optimism and euphoria, prices are likely to
exceed value, making stocks expensive.

Q: Are bonds or cash safer
alternatives?

A: During the same period in which stock values
have improved while stock prices have fallen,

the opposite has been true for many other asset
classes. For example, for nearly 30 years, the
value of bonds (measured by their cash flow

or coupons) has fallen while their prices have
risen. This is a risky combination and, though
the timing may be uncertain, it seems certain
some combination of optimism and euphoria is
incorporated in bond prices, presaging the likely
demise of the long bull market in bonds. My
grandfather Shelby Cullom Davis referred to
bonds as “certificates of confiscation.” His dislike
of bonds stemmed from the fact that for almost
three decades ending in 1982, investors in bonds
lost money on an inflation-adjusted basis. As the
chart on the facing page shows, beginning with
the very low interest rates of the mid 1950s and
ending with the high interest rates of the early
1980s, bonds were a terrible investment. Since
then, interest rates have fallen steadily and once
again are now close to the levels that began

that disastrous period. While it is impossible to
predict the short-term direction of interest rates,
we believe it is almost certain the long-term
direction will be up. To use Jim Grant’s phrase, at
today’s prices, bonds represent “return-free risk.”

For investors fearful of falling stock or bond
prices, holding cash might seem like the safest
alternative. While it is true the price of a dollar
never fluctuates, it is also true and far more
important the value of a dollar does change over
time. Unfortunately, this change is virtually

2Common stocks, bonds and cash are subject to different risks and rewards. Future economic events may favor one investment type

over another.



always in the same direction: down! Thinking

about this in personal terms, after visiting with
my 103-year-old grandmother, I was struck by
the fact that just in the course of her life, the
value of a dollar has dropped 96% on an
inflation-adjusted basis.? If risk is defined as
permanent loss of value, then holding cash
over any long period of time may be one of

the riskiest investments of all.

Q: Why should the relative
performance of Selected American
Shares improve?

A: Since Davis Advisors began managing the
Fund on May 1, 1993, Selected American Shares
has returned 9.66% per year after expenses
versus 8.20% for the S&P 500°® Index, a result
we consider satisfactory on both a relative and
absolute basis.* Over the last five years,

however, the Fund’s return of 1.60% versus
2.29% for the Index was disappointing on both
a relative and an absolute basis.*

During a period of disappointing relative
results, any attempt to put these results in
context risks sounding evasive or defensive.
Our goal is not to avoid taking responsibility
for the fact our results fall short of our standards
and expectations. Instead, we want to provide
our fellow shareholders with the reasons we
remain committed to our investment discipline
and believe results in the years ahead should
be much better.

A useful way to begin the analysis is by
reviewing the longer term investment record
of Selected American Shares, which has been
under our management since 1993, and asking

Relationship Between Bond Prices and Yields
When yields increase, bond prices decrease
(1955-2010)

= Bond prices ($) == Bond yields (%)

$1.60 16%
$1.40 14%
§1.20 12%
$1.00 10%
$0.80 8%
$0.60 6%
$0.40 7 4%
$0.20 2%
$0.00 0%
1955 1965 1975 1985 1995 2005 2010

Source: Morningstar. Bond prices and yields are represented by the 20 year constant maturity U.S. Government Bond. Past performance

is not a guarantee of future results.

3Source: Estimated Consumer Price Index series provided by the Federal Reserve Bank of Minneapolis. http://www.minneapolisfed.
org/community_education/teacher/calc/hist1800.cfm (January 28, 2011). “Class S shares. Past performance is not a guarantee

of future results.



whether periods such as this are unprecedented.
The short answer is no. Since 1993, Selected
American Shares outperformed the market in
100% of all 10 year periods.® In addition, the
Fund has outperformed in 77% of all five year
periods and, while this is a strong percentage,

it also means the Fund has underperformed in
23% of all five year periods.’ Looked at in this
context, results over the last five years, while
disappointing, are not unprecedented or
inconsistent with our long-term history. Moreover,
in every case in which the Fund trailed the
market for a five year period, it exceeded the
market in the following five years.

If we extend this analysis of our own history
to the record of other managers that have
generated good long-term results, a similar
pattern emerges. For example, almost 70% of
the top-performing funds over the past decade
underperformed for at least a five year stretch
during that decade of outperformance.® From
these statistics it would seem such a stretch
of underperformance is not unprecedented
for us as managers or particularly unusual in
comparison with other managers we admire.

Moving beyond statistics, we are encouraged
the same portfolio management team that

has outperformed the market in 10 of the

last 11 five year periods remains in place and,
if anything, has been enhanced by the addition
of such terrific analysts as Stephen Chen and
Danton Goei.” Furthermore, the fact a single

stock (AIG) made the difference between
underperforming and outperforming over
the last five years while discouraging in
some ways, also may indicate we do not
have a systemic problem in our valuation
or investment methodology.

Q: Can you discuss the types of
investments owned in the Portfolio?
A: By far the most important reason we believe
the next five years should be far better than
the last lies in the economic characteristics

and valuations of the companies that make

up Selected American Shares.” Bearing in
mind the risk of overgeneralizing, especially
given John Train’s observation that “investing
is the art of the specific,” the Portfolio today

is made up of some of the highest quality
companies we have ever owned. We believe a
significant percentage of them are best-of-breed
across a range of different industries. Think of
Wells Fargo and American Express in financial
services; Costco and Bed Bath & Beyond in
retailing; Procter & Gamble and Nestlé in
consumer products; Merck, Roche and Johnson
& Johnson in health care; Heineken, Diageo
and Coca-Cola in beverages; EOG, Devon,
Occidental, and Canadian Natural Resources
in energy; Progressive and Berkshire Hathaway
in insurance; and Microsoft, Google, Hewlett-
Packard, and Texas Instruments in technology.
These companies tend to have deeper moats,
stronger balance sheets and often more pricing
power or lower costs than their competitors.

>Class S shares. Rolling periods discussed are from 12/31/93. See endnotes for a description of rolling performance. Past
performance is not a guarantee of future results. 5Source: eVestment Alliance. 192 managers from eVestment Alliance’s large

cap universe whose 10 year average annualized performance ranked in the top quartile from January 1, 2001-December 31, 2010.
’Individual securities are discussed in this piece. While we believe we have a reasonable basis for our appraisals and we have
confidence in our opinions, actual results may differ materially from those we anticipate. The return of a security to the Fund will

vary based on weighting and timing of purchase. This is not a recommendation to buy or sell any specific security. Past performance

is not a guarantee of future results.



Many also have broad product portfolios and
wide geographic diversity that gives them
exposure to higher growth economies around
the world. These attributes helped many of
these companies deliver strong business results
straight through the worst economic downturn
since the Great Depression. A number of our
holdings, including Merck, Coca-Cola, Wells
Fargo, and Berkshire Hathaway, actually took
advantage of the financial crisis by making
opportunistic acquisitions and others such as
Texas Instruments and Microsoft repurchased
a meaningful amount of their outstanding
shares at distressed prices.

However, the economic characteristics of these
companies are only half the reason we are so
optimistic about future returns. The other half
of the equation is valuation. Because the stock
market works like a pari-mutuel system,
businesses with such wonderful characteristics
will tend to trade at high valuations, which in
turn can make them poor investments. While
above average valuations may be appropriate
for above average businesses, they decrease the
likelihood investors will earn an excess return.
As expected, during most periods, investors
who wanted the safety and security of owning
some of the world’s most durable businesses
had to give up some return by paying higher
than average valuations. Such valuations
reached bubble levels in the Nifty Fifty era

of the early 1970s and again in the late 1990s
when many such global leaders had dividend
yields of less than 1% and traded at more than
30 times earnings.

However, since then, there has been a dramatic
reversal. An interesting way to look at this
reversal is to use the top 100 companies in

the S&P 500°® Index as a proxy for the sorts

of companies we own. In a recent report,

our friend Robert Hagstrom of Legg Mason
highlighted the fact over the last 11 years, while
the S&P 100® Index declined 11.2%, the S&P
SmallCap 600°® Index and S&P MidCap 400®
Index actually gained an astonishing 134%.?
He concludes, “By almost any historical
measurement, the drubbing big-cap stocks
have endured in both duration and magnitude
is unprecedented.” The huge difference in
trailing returns has led to big changes in
valuations. According to Robert, the MidCap
and SmallCap Indexes trade at 22 times

and 28 times trailing earnings while the

S&P 100® Index trades at approximately

15 times trailing earnings.

While the valuation of the index of very large
companies is attractive, the valuation of the
individually selected companies that make up
the Fund is even more compelling. Based on
our analysis and projections, we estimate our
companies on average are currently priced at
approximately 13 times this year’s earnings,
which translates into an owner-earnings yield
of 7.7%. By 2013, just two years from now, we
estimate this earnings yield should be between
8%—11%. In a world where corporate bonds of
such companies yield between 3%—-5%, we find
the valuation of these world class companies
exceptionally attractive.

8Robert Hagstrom, Legg Mason Capital Management Growth Trust, 4Q10/Legg Mason Funds/Product Commentary, 1/11.



With low valuation as the final piece of

the puzzle, we would conclude our Portfolio
currently exhibits a rare combination of

(1) lower than average risk, as measured by our
companies’ balance sheet strength, competitive
position and low risk of obsolescence;’ (2) durable,
long-term growth prospects as indicated by
their product portfolios, geographic diversity
and attractive returns on retained equity;

and (3) low valuations as indicated by the fact
they are priced at a substantial discount to

our estimated range of fair value. In our view,
this is the perfect combination in an uncertain
environment that may include anything from

a robust economic recovery to another economic
or financial crisis. In short, adjusted for the
durability and quality of the underlying
businesses, Ken and I feel the gap between

the prices of companies held in Selected
American Shares and their relative value is

as wide as we have ever seen. While it is not
common for us to make such statements, this
gap strengthens our belief that the Fund’s
relative results over the next five years should
be more than satisfactory.

If our confidence proves justified, then the
combination of higher stock market returns
and better relative results could well make the
next decade a very good one for our investors.
Although we cannot promise this outcome,
we are certainly committed to it and will do
all in our power to achieve it.

Q: What were your biggest mistakes?
A: During the financial crisis, the mistakes

of investors (including us) were dramatic

and obvious. While we avoided many of them,

our loss in AIG was substantial and permanent
and was the difference between outperforming

and underperforming the market over the

last five years. We have written at length about
this mistake in earlier reports and commend
them to your attention. (Please see the
“Portfolio Manager Commentaries” section

of selectedfunds.com to read these reports.)

We are now almost two years past the depths
of the financial crisis. Since the low, the market
is up about 90% and Selected American

Shares about 100%." Despite this recovery,

we still have ground to make up from 2008.
Furthermore, while a 100% gain is gratifying,
we could have done better. For example, as we
have written in past reports, it is likely that the
largest mistakes we made in recent years will
never show up in our financial statements. This
is not because we are glossing over them, but
rather because they were mistakes of omission.
In other words, our costliest mistakes during
this financial crisis may well be the investments
we failed to make when others were panicking.
Wells Fargo, for example, traded roughly as low
as $8 per share and American Express as low as
$10. Had we added less than 1% of the Fund to
each position, we would have more than made
up the cumulative losses we suffered in AIG.
Such mistakes of omission are rarely discussed
and yet, as the example above shows, they can
be just as costly to long-term returns.

Although we do not usually comment on
shorter term results, some have asked whether
the fact the Fund did not own many of the more
leveraged, speculative or cyclical companies
that led the market in 2010 was also a mistake
of omission. The short answer is we do not
believe so. As discussed earlier in this report,
we strongly believe high quality companies
with durable growth prospects and relatively

*While Davis Advisors attempts to manage risk there is no guarantee that an investor will not lose money. °Class S shares. Period
discussed is from 3/9/09-12/31/10. The market is represented by the S&P 500® Index. Past performance is not a guarantee

of future results.
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low business and financial risk represent the
most compelling opportunity in the market
today. That does not mean the stocks of these
companies will always outperform. In fact, it

is likely these stocks could underperform those
that are more leveraged or speculative in nature
should the economic recovery gain steam and
the world avoid major crises. However, the last
several years should have taught all investors
that portfolios should be built to weather
downturns as well as participate in good times.
In short, while the companies we bought or
added to in recent years, including Johnson &
Johnson, Coca-Cola, Nestl¢, and Roche, may
lag more leveraged, cyclical or speculative
companies in a robust recovery, we are confident
they will prove to be satisfactory investments
over the long term.

Concluding Thoughts

To end where we began with the difference
between price and value, Oscar Wilde famously
said a cynic “knows the price of everything

and the value of nothing.” Since the start of this
new millennium, the prices of America’s leading
stocks have fallen reflecting a pervasive sense
of pessimism and even cynicism. Yet, the value
of America’s leading corporations has increased
just as it has in every decade of the last century
reflecting the growth in corporate earnings,
cash flows and dividends. This increase in value
in turn stems from the inventiveness, ingenuity,
innovation, and capabilities that are unleashed
in a free-market system. Despite a pervasive
sense of pessimism, the march of progress has
not come to a stop because real estate prices
have declined and stocks are mired in a bear
market. An introductory note to Matt Ridley’s
wonderful new book, The Rational Optimist,
opens with a startling statement: “Life is

getting better-and at an accelerating rate.”

It continues, “Food availability, income, and
life span are up; disease, child mortality, and
violence are down-all across the globe. Though
the world is far from perfect, necessities and
luxuries alike are getting cheaper; population
growth is slowing; Africa is following Asia
out of poverty; the Internet, the mobile phone,
and container shipping are enriching people’s
lives as never before.”! Although cynicism is
currently fashionable, these facts are undeniable.

Selected American Shares is full of companies
that have grown in value by contributing to
this progress. For example, over the last several
decades biotech and pharmaceutical companies
like Johnson & Johnson, Merck, Pfizer, and
Roche have produced almost miraculous cures
to diseases that have plagued humanity for
centuries. Innovative energy companies like
Devon and EOG have developed a new
technology that allows them to tap vast reserves
of cheap, clean natural gas trapped in domestic
shale formations. Nontraditional retailers like
Costco have eliminated layers of costs and
inefficiency in the way goods are distributed

to consumers, saving their customers billions.
Technology companies like Texas Instruments,
Microsoft and Google have changed the

way information is accessed, processed and
communicated. Insurers like Progressive and
GEICO (a subsidiary of Berkshire Hathaway)
have continued to grow by providing better
service at a lower cost. And the list goes on.

Even though the value created by such
companies is enormous, investing in their
stocks, particularly after more than a decade of
poor returns, feels very risky to many. However,
risk is a reality not just for these companies but

""Matt Ridley, The Rational Optimist: How Prosperity Evolves (New York: HarperCollins Publishers, 2010), publisher book description.



for all companies and indeed for all investments
and all asset classes, from real estate to equities
to cash to bonds to gold. In fact, usually when
investors think they are taking the least risk is
when they are most vulnerable. For example, it
is easy to imagine an investor in the late 1940s
who had suffered through the stock market
crash, Great Depression and World War II
clinging to the safety of bonds only to watch
their value fall in the decades ahead. Another
example is the gold bugs of the early 1980s who
clung to the safety of gold after its price had
soared along with inflation in the 1970s, only
to watch the price of gold fall for the next 20
years. Then came NASDAQ investors in 2000
who felt they could not lose and, most recently,
homebuyers in 2007 who were convinced the
price of a single family home could never
decline. In every case, investors felt safest
buying whatever had already gone up and
avoiding as too risky whatever had gone down.

Today, investors feel safest holding cash, bonds
or gold. We could not disagree more strongly.
More than a decade of falling prices and rising
values has made stocks a bargain. Moreover,
as we select the companies that make up

Selected American Shares, we are amazed many
of the world’s leading companies like those
described above are selling at a discount to

the averages. These companies have both the
durability and resilience to weather the inevitable
shocks as well as the intelligence, innovation
and adaptability to participate in and contribute
to the march of progress. Based on this rare
combination of reduced risk, durable growth
and discounted price, Ken and I feel rationally
optimistic about Selected American Shares’
prospects in the decades ahead.

Before ending this report, we should highlight
one other cause for optimism—our colleagues.
We have the best team of analysts we have

ever had in terms of character and capability.
As we are often given credit for their work,

we do not want to miss this chance to thank
them. In particular, we again single out
Stephen Chen and Danton Goei whose insights,
recommendations and results have been
important contributors to shareholder returns.

On behalf of all of us at Davis Advisors, we
thank you for your continued trust. m
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This report is authorized for use by existing shareholders. A current Selected American Shares prospectus must accompany or precede this
material if it is distributed to prospective shareholders. You should carefully consider the Fund’s investment objective, risks, fees, and expenses
before investing. Read the prospectus carefully before you invest or send money.

This report includes candid statements and observations regarding investment strategies, individual securities, and economic and market
conditions; however, there is no guarantee that these statements, opinions or forecasts will prove to be correct. These comments may also
include the expression of opinions that are speculative in nature and should not be relied on as statements of fact.

Selected American Shares’ investment objective is capital growth and income. In the current market environment, we expect that income
will be low. There can be no assurance that the Fund will achieve its objective. Selected American Shares invests primarily in equity
securities issued by large companies with market capitalizations of at least $10 billion. Some important risks of an investment in the

Fund are: market risk: the market value of shares of common stock can change rapidly and unpredictably and have the potential for loss;
company risk: equity securities represent ownership positions in companies. Over time, the market value of a common stock should reflect
the success or failure of the company issuing the stock; financial services risk: investing a significant portion of assets in the financial
services sector may cause a fund to be more volatile as securities within the financial services sector are more prone to regulatory action

in the financial services industry, more sensitive to interest rate fluctuations and are the target of increased competition; fees and expenses
risk: fees and expenses reduce the return which a shareholder may earn by investing in a fund; and foreign country risk: foreign companies
may be subject to greater risk as foreign economies may not be as strong or diversified, foreign political systems may not be as stable and
foreign financial reporting standards may not be as rigorous as they are in the United States. As of December 31, 2010, the Fund had
approximately 20.6% of assets invested in foreign companies. See the prospectus for a complete listing of the principal risks.

Davis Advisors is committed to communicating with our investment partners as candidly as possible because we believe our investors
benefit from understanding our investment philosophy and approach. Our views and opinions include “forward-looking statements”
which may or may not be accurate over the long term. Forward-looking statements can be identified by words like “believe,” “expect,”
“anticipate,” or similar expressions. You should not place undue reliance on forward-looking statements, which are current as of the date
of this report. We disclaim any obligation to update or alter any forward-looking statements, whether as a result of new information, future
events or otherwise. While we believe we have a reasonable basis for our appraisals and we have confidence in our opinions, actual results
may differ materially from those we anticipate.

Rolling Returns. The average annual total returns for Class S shares were compared against the returns earned by the S&P 500° Index
as of December 31 of each of the rolling periods discussed from 1993 through 2010. The Fund’s returns assume an investment in Class S
shares on January 1 of each year with all dividends and capital gain distributions reinvested for the periods indicated. The figures shown
reflect past results; past performance is not a guarantee of future results. There can be no guarantee that the Fund will continue to deliver
consistent investment performance. The performance presented includes periods of bear markets when performance was negative. Equity
markets are volatile and an investor may lose money. Returns for other share classes will vary.

The information provided in this material should not be considered a recommendation to buy, sell or hold any particular security. As

of December 31, 2010, Selected American Shares had invested the following percentages of its assets in the companies listed: American
Express, 4.26%; Bed Bath & Beyond, 1.72%; Berkshire Hathaway, 1.40%; Canadian Natural Resources, 2.94%; Coca-Cola, 1.30%; Costco
Wholesale, 4.99%; Devon, 2.94%; Diageo, 1.24%; EOG Resources, 3.39%; Google, 1.03%; Heineken, 1.18%; Hewlett-Packard, 0.76%;
Johnson & Johnson, 2.48%; Merck, 2.94%; Microsoft, 0.83%; Nestlé, 0.18%; Occidental Petroleum, 3.30%; Pfizer, 1.85%; Procter & Gamble,
0.92%); Progressive, 2.37%; Roche, 0.93%; Texas Instruments, 1.73%; Wells Fargo, 4.57%.

Selected Funds has adopted a Portfolio Holdings Disclosure policy that governs the release of non-public portfolio holding information. This
policy is described in the prospectus. Visit selectedfunds.com or call 800-243-1575 for the most current public portfolio holdings information.

Davis Selected Advisers, L.P, began managing Selected American Shares on May 1, 1993. Prior to that date, the Fund was managed by

a different investment advisor.

Broker-dealers and other financial intermediaries may charge Davis Advisors substantial fees for selling its products and providing con-
tinuing support to clients and shareholders. For example, broker-dealers and other financial intermediaries may charge: sales commissions;
distribution and service fees; and record-keeping fees. In addition, payments or reimbursements may be requested for: marketing support
concerning Davis Advisors” products; placement on a list of offered products; access to sales meetings, sales representatives and manage-
ment representatives; and participation in conferences or seminars, sales or training programs for invited registered representatives and
other employees, client and investor events, and other dealer-sponsored events. Financial advisors should not consider Davis Advisors’
payment(s) to a financial intermediary as a basis for recommending Davis Advisors.

Over the last five years, the high and low turnover ratio for Selected American Shares was 18% and 4%, respectively.

We gather our index data from a combination of reputable sources, including, but not limited to, Thomson Financial, Lipper and

index websites.

The S&P 500° Index is an unmanaged index of 500 selected common stocks, most of which are listed on the New York Stock Exchange.
The Index is adjusted for dividends, weighted towards stocks with large market capitalizations and represents approximately two-thirds

of the total market value of all domestic common stocks. Investments cannot be made directly in an index.

After April 30, 2011, this material must be accompanied by a supplement containing performance data for the most recent quarter end.
Shares of the Selected Funds are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by
the FDIC or any other agency, and involve investment risks, including possible loss of the principal amount invested.
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