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Dear Fellow Shareholder: 
 
Welcome to the Fund, which commenced operations on December 30, 1999.  The Fund’s performance for the inter-
im period ended May 31, 2000 and the comparable performance for the Standard & Poor's 500 Index are shown be-
low: 
 
 The Fairholme Fund Standard and Poor’s 500   Relative Performance 

+12.1%            -2.9%     +15.0%  
 
Our goal is to provide you with superior investment performance by purchasing common stocks of businesses with 
durable competitive positions, predictable cash earnings, high returns on capital, and owner oriented management.  
We will only invest in such companies when they are valued at a discount to intrinsic value, which we define as our 
estimate of the cash a business will generate in the future.  In our reports to you, we will tell you what we would 
want to know if our positions were reversed.   
 
The Fund uses a non-diversified style of portfolio management.  We believe it is preferable to own a small number 
of companies researched extensively rather than a broad list that could dilute our efforts, focus, and performance.  
 
Our short-term results, whether up or down, should not be considered meaningful.  A concentrated portfolio is likely 
to be more volatile than a diversified mutual fund, however, volatility is not synonymous with business risk.  We 
cannot control volatility, but we can minimize business risk through careful research and analysis.  In fact, periodic 
price declines in some of our major holdings may aid our goal of superior long-term growth as they give us an op-
portunity to increase holdings at cheaper prices. 
 
Currently, over 50% of the Fund is invested in companies participating in the property/casualty insurance industry.  
These companies fall within our circle of competence and were bought at multi-year lows.  Good insurance compa-
nies compound net worth rapidly when they both underwrite profitably and invest wisely.  Such companies have 
earned 20% returns on book value and we paid near book.  Our second largest individual position is Household In-
ternational, a leader in consumer finance, another unappreciated industry.  At the end of the period, approximately 
15% of the Fund’s assets are cash equivalents, giving us the ability to take advantage of opportunities that may arise. 
Our industry focus will change over time as we find other businesses meeting our criteria at the right price. 
 
Although new, The Fairholme Fund is a continuation of the investment strategies used by its adviser, Fairholme 
Capital Management, whose investment principals average over 15 years of research and portfolio management ex-
perience.  As we start out, a significant percentage of the Fund’s assets have come from the employees of Fairholme 
Capital Management.  We believe this helps properly align our interests with yours. 
 
Sincerely, 
 
 
 
Bruce R. Berkowitz  Peter A. Russ   Michael J. Senior 
 
 
 
Keith D. Trauner  Lawrence Pitkowsky  Seth Finkelstein 
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