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T O O U R SH A R E H O L D E R S

The Dodge & Cox Balanced Fund had a total return of –2.9% for the
year ending December 31, 2015, compared to 1.3% for the Combined
Index(a) (a 60/40 blend of stocks and fixed income securities).
MARKET COMMENTARY

U.S. equity markets were volatile in 2015: after a significant selloff
in August and September, the S&P 500 rebounded during the
fourth quarter to finish the year up just over 1%. Global oil prices
declined 35% during the year, which aided U.S. household
purchasing power and hindered the profitability of oil and gas
companies. Consumer Discretionary was the strongest sector (up
10%) of the S&P 500, while Energy was the worst-performing
sector (down 21%).
In the United States, economic activity expanded at a
moderate pace: household spending and business investment
increased, and the housing market strengthened. Labor market
conditions continued to improve, with solid job gains and reduced
unemployment. Growth was tempered by the stronger U.S. dollar
and weaker demand for U.S. exports. In December, the U.S.
Federal Reserve (Fed) raised its target federal funds rate for the first
time in nine years. At that time, Fed Chair Janet Yellen reiterated
the Fed’s intent to normalize monetary policy gradually; the timing
and size of future adjustments will be based on economic
conditions in relation to the Fed’s goals of maximum employment
and 2% inflation.
Rising interest rates and wider credit yield premiums(b) resulted
in a small positive return for the U.S. bond market in 2015. Some of
the prominent factors affecting bond prices included changing
expectations regarding Fed policy, diverging global economic
conditions and monetary policy, and concerns about the effect of
China’s decelerating economy. Investment-grade corporate bonds
returned –0.7%(c) for 2015, underperforming comparable-duration(d)
Treasuries by 1.6 percentage points in the sector’s poorest relative
result since 2011. Agency-guaranteed(e) mortgage-backed securities
(MBS) returned 1.5% for the year, roughly in line with comparableduration Treasuries.
INVESTMENT STRATEGY

We continue to set the Fund’s asset allocation based on our longterm outlook for the Fund’s common stock, preferred stock, and
fixed income holdings. We increased the allocation to preferred
stock by 2.3 percentage points during the year due to attractive
valuations and decreased our common stock and fixed income
weightings by 0.8 percentage points and 1.6 percentage points,
respectively.
Equity Strategy

As a value-oriented manager, 2015 was a challenging year for
absolute and relative performance. Across equities, value stocks (the
lower valuation portion of the market) underperformed growth stocks
(the higher valuation portion of the market) by one of the widest
spreads since the global financial crisis. The equity portfolio of the
Fund was significantly affected by this performance divergence. Many
of the S&P 500’s higher-valuation growth companies, not held in the
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equity portfolio, outperformed significantly. In addition, some
individual holdings (e.g., HP Inc.(f), Time Warner, Wal-Mart)
significantly detracted from results for the year, and the portfolio’s
Energy holdings were negatively impacted by falling oil prices.
We continue to be optimistic about the long-term outlook for
the equity portfolio. Our value-oriented approach has led us to
invest in companies where we believe the long-term potential is
not reflected in the current valuation. Two examples of such
companies—American Express and Hewlett Packard Enterprise—
are discussed below.(g)
American Express

American Express—the largest new purchase in the equity portfolio
during 2015—provides charge and credit card products and travelrelated services to consumers and businesses worldwide. The
company is the number one credit/charge card issuer and merchant
acquirer in the United States measured by billed business, and its
network is the second largest after Visa. Historically, American
Express has generated attractive returns due to its vertical integration
and strong value proposition for high-spending customers.
In 2015, American Express’ stock price declined 24% due to
concerns that the company’s business model is under pressure: Costco
U.S. and JetBlue terminated their exclusive relationships with the
card company and the Department of Justice questioned American
Express’ ability to enforce rules prohibiting merchants from steering
customers to other credit cards. As a result, American Express’
valuation relative to the market is at a historically low level (13 times
forward estimated earnings(h)). We initiated a position in the
company because we believe these near-term concerns have obscured
a long-term investment opportunity. The company has an attractive
business model that produces high returns on capital by encouraging
more affluent and creditworthy customers to use the company’s credit
and charge cards. American Express’ highly perceived rewards
program, customer service, and strong brand recognition help attract
and retain wealthier customers. The company should benefit from a
continued industry shift from paper to plastic payments and growth in
its third-party issued cards business. We believe American Express
will be able to maintain its strong return on equity and improve
profitability in the long run. On December 31, American Express was
a 1.4% position in the equity portfolio.
H e w l e t t Pa c k a r d En t e r p r i s e

After providing strong returns in 2013 and 2014, Hewlett-Packard
was the portfolio’s largest detractor from results during 2015.
Hewlett-Packard recently split into two entities—Hewlett Packard
Enterprise and HP Inc.—which should result in greater focus and
flexibility for each company to achieve its strategic goals. To assess
secular challenges and evaluate the risks and opportunities of each
stand-alone business, we met numerous times with their
management teams and competitors and spoke with industry
consultants. As a result, we added to the portfolio’s positions in
both companies. On December 31, Hewlett Packard Enterprise was
a 2.4% position and HP Inc. was a 1.8% position in the equity
portfolio.

Hewlett Packard Enterprise, one of the largest vendors in
information technology (IT), consists of the enterprise technology
infrastructure, software, and services segments of the old HewlettPackard. We acknowledge the company faces headwinds: the shift
to the cloud has negatively impacted all on-premise IT vendors,
continued public cloud adoption will likely erode the company’s
market share, and competition is keen. Despite these risks, we
believe Hewlett Packard Enterprise is an attractive investment due
to its strong market positions across its portfolio (e.g., top provider
of servers, number two position in IT services), scale advantages,
and opportunities to improve its margin structure. Meg Whitman—
the CEO of Hewlett Packard Enterprise—has overseen sound
acquisitions (e.g., 3Par), new product launches, and cost reduction
programs during her tenures at Hewlett-Packard and eBay.
Management is actively cutting costs and retooling its product/
service offerings to improve the company’s competitiveness.
Margins in the Enterprise Services segment should expand as the
company optimizes its contract mix and delivery models. The
company trades at a compelling valuation (eight times forward
estimated earnings), which is among the lowest in the S&P 500.
F i x e d In c o m e St r a t e g y

We increased the fixed income portfolio weighting in credit
investments to 55% in 2015 due to wider credit premiums and
reduced our weighting in Treasuries to 8%. Most of the higher
allocation to credit occurred in corporate bonds where the
weighting rose to 46% from 44% at the end of 2014. A 36%
allocation to structured products—Agency-guaranteed MBS (at
33%) and more traditional, AAA-rated asset-backed securities
(3%)—rounds out the fixed income portfolio’s non-U.S. Treasury
sector exposures.
Most of the increase in the credit position occurred in the
third quarter, in part due to high levels of new issuance in
connection with M&A financing. These transactions generally
resulted in higher leverage and more attractive entry points for
investors due to wider credit premiums at new issue. Much of the
recent increase in investment-grade corporate leverage has been
concentrated in highly-rated issuers engaging in strategic
transactions that build scale and are expected to result in
meaningful synergies. Examples of new or growing positions in the
portfolio during 2015 related to strategic actions by corporate
issuers included Allergan, Charter Communications, Hewlett
Packard Enterprise, and Imperial Tobacco Group.
We have also found opportunities to invest in market sectors
experiencing heightened volatility. In 2015, these segments were
primarily the commodities sectors and the emerging markets, with
the hardest-hit issuers exposed to both. Our analysis has focused on
issuers whose securities appear undervalued relative to credit
fundamentals, and has included in-depth assessments of the value
of an issuer’s assets over a market cycle, as well as the issuer’s
ability to survive a prolonged period of commodity price weakness.
The result of this analysis has been new or increased exposures to
BHP Billiton, Cemex, Codelco, Kinder Morgan, Teck Resources,
and TransCanada. We have also maintained the Fund’s positions
in Petrobras, Rio Oil Finance Trust, and Pemex (all of which

underperformed substantially in 2015), based in part on potential
downside protection provided by strong government relationships
and other sources of financial flexibility.
We continue to maintain a substantial position in
subordinated securities issued by large U.S. and UK banks. 2015
presented opportunities to broaden these investments to include
industrial hybrids, which are subordinated securities that are given
partial equity treatment by the rating agencies. Examples include
hybrid securities issued by TransCanada, a midstream energy
company whose stability is supported by the long-term contractual
nature of its business, and BHP Billiton, the world’s largest mining
company with a strong balance sheet and attractive cost positions
in its operations.
We remain constructive on the Fund’s credit holdings, which
generally are diversified across market sectors, trade at attractive
prices, and maintain financial flexibility to weather the current
challenged environment. While we recognize that recent increases
in corporate leverage and shareholder remuneration could result in
weaker credit profiles, we believe that valuations provide adequate
compensation for the current risks.
Turning to the portfolio’s Agency MBS, currently a 33%
weighting, we shifted both the weighting and the mix of
underlying holdings throughout the year in response to changing
valuations. We likewise reduced the portfolio’s holdings of shorterduration AAA-rated ABS to purchase relatively more attractive
corporate bonds. We continue to view the portfolio’s MBS
favorably in terms of their ability to generate regular income,
provide an important source of liquidity, and add an element of
defensiveness in a volatile market environment for credit markets.
With respect to interest rate risk, we believe it is prudent to
mitigate the effect of price declines associated with rising interest
rates through a shorter portfolio duration (roughly 70% of that of
the Barclays U.S. Agg). We see a clear disconnect between the
slow pace of rate increases implied by current U.S. Treasury
valuations and the faster pace indicated by Fed expectations,
particularly in the context of a modestly expanding economy
(more than 2% growth is expected over the next several years) and
an inflation rate likely to rise as energy and import prices increase.
It is our view that interest rates will rise more quickly than the
levels implied by the market’s very modest expectations.
IN CLOSING

On December 31, the Fund’s equity portfolio of 63 companies
traded at 13.8 times forward estimated earnings, a significant
discount to the S&P 500 (17.4 times forward estimated earnings).
We remain confident in the prospects for the equity portfolio over
our three- to five-year investment horizon and believe it is
positioned to benefit from long-term global growth opportunities.
The fixed income portfolio, with its defensive duration posture and
higher yield than the Barclays U.S. Agg, is positioned to soften the
effects of increases in interest rates that could reduce fixed income
asset values.
Our experienced and stable team has weathered past periods
of market turbulence by remaining steadfast in our investment
philosophy and process. Our approach—constructing a diversified
DODGE & COX BALANCED FUND ▪
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portfolio through in-depth, independent research, a three- to fiveyear investment horizon, and a focus on valuation relative to
underlying fundamentals—continues to guide us through this
period as well. We remain confident that our enduring valueoriented approach will benefit the Fund in the years ahead.
Thank you for your continued confidence in our firm. As
always, we welcome your comments and questions.
For the Board of Trustees,

Charles F. Pohl,
Chairman

Dana M. Emery,
President

January 29, 2016
The Combined Index reflects an unmanaged portfolio (rebalanced monthly)
of 60% of the S&P 500 Index, which is a market capitalization-weighted
index of 500 large capitalization stocks commonly used to represent the U.S.
equity market, and 40% of the Barclays U.S. Aggregate Bond Index (Barclays
U.S. Agg), which is a widely recognized, unmanaged index of U.S. dollardenominated, investment-grade, taxable fixed income securities.
(b) Yield premiums are one way to measure a security’s valuation. Narrowing
yield premiums result in a higher valuation. Widening yield premiums result
in a lower valuation.
(c) Sector returns as calculated and reported by Barclays.
(d) Duration is a measure of a bond’s (or a bond portfolio’s) price sensitivity to
changes in interest rates.
(e) The U.S. Government does not guarantee the Fund’s shares, yield, or net
asset value. The agency guarantee (by, for example, Ginnie Mae, Fannie
Mae, or Freddie Mac) does not eliminate market risk.
(f) After Hewlett-Packard Co. split into two companies, HP Inc. retained the
HPQ ticker symbol. HP Inc.’s –37% return in 2015 includes HewlettPackard Co.’s performance through October 2015.
(g) The use of specific examples does not imply that they are more attractive
investments than the Fund’s other holdings.
(h) Unless otherwise specified, all weightings and characteristics are as of
December 31, 2015.
(a)
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ANNUAL PERFORMANCE REVIEW

The Fund underperformed the Combined Index by 4.2
percentage points in 2015. The Fund’s higher weighting in
equities had a negative impact on results. Preferred equities
were especially strong and contributed meaningfully.
Equ ity P o rt f o l i o

K EY C HAR AC T ER I ST I C S OF DODGE & C O X
I nde pe nde nt Or g a niz a tion

Dodge & Cox is one of the largest privately owned investment
managers in the world. We remain committed to independence,
with a goal of providing the highest quality investment
management service to our existing clients.

▪ The portfolio’s holdings in the Consumer Discretionary
sector (down 6% compared to up 10% for the S&P 500
sector) hindered performance. Media holdings Twenty-First
Century Fox (down 29%) and Time Warner (down 23%)
were particularly weak.
▪ Wal-Mart, the portfolio’s only holding in the Consumer
Staples sector (down 27% compared to up 7% for the S&P
500 sector), hurt returns.
▪ The portfolio’s holdings in the Information Technology
sector (flat compared to up 6% for the S&P 500 sector)
detracted from results. HP Inc. (down 37%) and NetApp
(down 35%) performed poorly.
▪ The portfolio’s average overweight position (5% versus 3%)
and holdings in the Health Care Providers & Services
industry (up 18% compared to up 12% for the S&P 500
industry) helped returns. Cigna (up 42%) and UnitedHealth
Group (up 18%) were particularly strong.

Ove r 85 Y e a r s of Inve s tme nt E xpe r ie nc e

Fixed Inc o m e P o rt f o lio

Our team decision-making process involves thorough, bottomup fundamental analysis of each investment.

▪ Certain emerging market-related credit holdings underperformed
for the year, including Pemex, Petrobras, and Rio Oil Finance
Trust.
▪ The portfolio’s overweight to the Industrial sub-sector (27%
versus 14% for the Barclays U.S. Agg) and underweight to
U.S. Treasuries (9% versus 36% for the Barclays U.S. Agg)
detracted from relative returns.
▪ Corporate security selection was slightly negative as a
number of industrial issuers performed poorly.
▪ The portfolio’s shorter relative duration (approximately 72%
of the Barclays U.S. Agg’s duration) added to relative
returns.
Unless otherwise noted, figures cited in this section denote portfolio
positioning at the beginning of the period.

Dodge & Cox was founded in 1930. We have a stable and wellqualified team of investment professionals, most of whom have
spent their entire careers at Dodge & Cox.
Experienced Investment Team

The Investment Policy Committee, which is the decisionmaking body for the equity portion of the Balanced Fund, is a
nine-member committee with an average tenure at
Dodge & Cox of 27 years. The Fixed Income Investment Policy
Committee, which is the decision-making body for the Fixed
Income portion of the Balanced Fund, is an eight-member
committee with an average tenure of 20 years.
One Bus ine s s w ith a Sing le R e s e a r c h Office

Dodge & Cox manages equity (domestic, international, and
global), fixed income (domestic and global), and balanced
investments, operating from one office in San Francisco.
C ons is te nt I nve s tme nt Appr oa c h

L o n g - T e r m Fo c u s a n d L o w E x p e n s e s

We invest with a three- to five-year investment horizon, which
has historically resulted in low turnover relative to our peers.
We manage Funds that maintain low expense ratios.
Risks: The Fund is subject to market risk, meaning holdings in
the Fund may decline in value for extended periods due to the
financial prospects of individual companies or due to general
market and economic conditions. The Fund also invests in
individual bonds whose yields and market values fluctuate, so
that an investment may be worth more or less than its original
cost. Debt securities are subject to interest rate risk, credit risk,
and prepayment and call risk, all of which could have adverse
effects on the value of the Fund. A low interest rate
environment creates an elevated risk of future negative returns.
Financial intermediaries may restrict their market making
activities for certain debt securities, which may reduce the
liquidity and increase the volatility of such securities. Please read
the prospectus and summary prospectus for specific details
regarding the Fund’s risk profile.

DODGE & COX BALANCED FUND ▪
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GROWTH OF $10,000 OVER 10 YEARS
FOR A N INVESTMENT MADE ON DECEMBER 31, 2005
$30,000

20,000

Dodge & Cox
Balanced Fund $17,493
Combined
Index(a) $18,747

Returns represent past performance and do not guarantee future
results. Investment return and share price will fluctuate with
market conditions, and investors may have a gain or loss when
shares are sold. Fund performance changes over time and
currently may be significantly lower than stated. Performance is
updated and published monthly. Visit the Fund’s website at
dodgeandcox.com or call 800-621-3979 for current performance
figures.

S&P 500 Index $20,251
Barclays
U.S. Agg $15,562

10,000

5,000
12/31/05

12/31/07

12/31/09

12/31/11

12/31/13

The Fund’s total returns include the reinvestment of dividend and
capital gain distributions, but have not been adjusted for any
income taxes payable by shareholders on these distributions or on
Fund share redemptions. Index returns include dividends and/or
interest income but, unlike Fund returns, do not reflect fees or
expenses.

12/31/15

AVERAG E A N N U A L T OT AL R E T UR N
FOR PERIODS ENDED D ECEMBER 31, 2015
1 Year
Dodge & Cox Balanced Fund
Combined Index(a)
S&P 500 Index
Barclays U.S. Aggregate Bond Index
(Barclays U.S. Agg)

5 Years

–2.88%
1.31
1.41

9.58%
8.95
12.58

0.57

3.26

10 Years

20 Years

5.76%
6.49
7.31

8.78%
7.36
8.19

4.52

5.34

Standard & Poor’s, Standard & Poor’s 500, and S&P 500® are
trademarks of McGraw Hill Financial. Barclays® is a trademark of
Barclays Bank PLC.
(a)

The Combined Index reflects an unmanaged portfolio (rebalanced
monthly) of 60% of the S&P 500 Index, which is a market capitalizationweighted index of 500 large-capitalization stocks commonly used to
represent the U.S. equity market, and 40% of the Barclays U.S. Aggregate
Bond Index (Barclays U.S. Agg), which is a widely recognized, unmanaged
index of U.S. dollar-denominated, investment-grade, taxable fixed income
securities. The Fund may, however, invest up to 75% of its total assets in
equity securities.

FUND EXP E N SE E XA M P L E

As a Fund shareholder, you incur ongoing Fund costs, including management fees and other Fund expenses. All mutual funds have ongoing
costs, sometimes referred to as operating expenses. The following example shows ongoing costs of investing in the Fund and can help you
understand these costs and compare them with those of other mutual funds. The example assumes a $1,000 investment held for the six
months indicated.
ACTUAL EXPENSES

The first line of the table below provides information about actual account values and expenses based on the Fund’s actual returns. You may
use the information in this line, together with your account balance, to estimate the expenses that you paid over the period. Simply divide
your account value by $1,000 (for example, an $8,600 account value divided by $1,000 = 8.6), then multiply the result by the number in the
first line under the heading “Expenses Paid During Period” to estimate the expenses you paid on your account during this period.
H Y P O T H E T I C A L E X A M P L E F O R CO M P A R I S O N WI T H O T H E R M U T U A L F U N D S

Information on the second line of the table can help you compare ongoing costs of investing in the Fund with those of other mutual funds.
This information may not be used to estimate the actual ending account balance or expenses you paid during the period. The hypothetical
“Ending Account Value” is based on the actual expense ratio of the Fund and an assumed 5% annual rate of return before expenses (not the
Fund’s actual return). The amount under the heading “Expenses Paid During Period” shows the hypothetical expenses your account would
have incurred under this scenario. You can compare this figure with the 5% hypothetical examples that appear in shareholder reports of
other mutual funds.
Six Months Ended
December 31, 2015

Based on Actual Fund Return
Based on Hypothetical 5% Yearly Return

Beginning Account Value
7/1/2015

Ending Account Value
12/31/2015

Expenses Paid
During Period*

$1,000.00
1,000.00

$ 960.70
1,022.58

$2.57
2.65

* Expenses are equal to the Fund’s annualized expense ratio of 0.52%, multiplied by the average account value over the period, multiplied by 184/365 (to reflect the
one-half year period).

The expenses shown in the table highlight ongoing costs only and do not reflect any transactional fees or account maintenance fees.
Though other mutual funds may charge such fees, please note that the Fund does not charge transaction fees (e.g., redemption fees, sales
loads) or universal account maintenance fees (e.g., small account fees).
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December 31, 2015

FUND I N FO RMA TION ( u n au d ite d )
G E N E R A L IN F O R M A T I O N

ASSET ALLOCATION

Net Asset Value Per Share
Total Net Assets (billions)
Expense Ratio
Portfolio Turnover Rate
30-Day SEC Yield(a)
Fund Inception
No sales charges or distribution fees

$94.42
$14.3
0.53%
20%
2.17%
1931

Common
Stocks: 65.9%

Debt
Securities: 28.2%

Net Cash
& Other:(f) 1.6%
Preferred
Stocks: 4.3%

Investment Manager: Dodge & Cox, San Francisco. Managed by
the Investment Policy Committee, whose nine members’ average
tenure at Dodge & Cox is 27 years, and by the Fixed Income
Investment Policy Committee, whose eight members’ average
tenure is 20 years.
EQUITY PORTFOLIO (70.2%)

Fund

Number of Common Stocks
Number of Preferred Stocks
Median Market Capitalization (billions)(b)
Price-to-Earnings Ratio(b)(c)
Foreign Securities not in the S&P 500(d)
SECTOR D IVERSIFICATION (%)
(FIVE L ARGEST)

Financials
Information Technology
Health Care
Consumer Discretionary
Energy
TEN L ARGEST EQUITY
SECURITIES (%) ( e )

Wells Fargo & Co.
JPMorgan Chase & Co.
Microsoft Corp.
Capital One Financial Corp.
Charles Schwab Corp.
Time Warner Cable, Inc.
Alphabet, Inc.
Bank of America Corp.
Novartis AG (Switzerland)
EMC Corp.
(a)
(b)
(c)
(d)
(e)

(f)

(g)
(h)
(i)

63
5
$38
13.8x
6.2%

Common

Preferred

Total

17.9
16.5
11.1
10.1
4.9

3.9
—
—
0.4
—

21.8
16.5
11.1
10.5
4.9

Common

Preferred

Total

2.8
1.3
2.7
2.6
2.6
2.6
2.3
2.3
2.0
1.8

1.7
1.8
—
—
—
—
—
—
—
—

4.5
3.1
2.7
2.6
2.6
2.6
2.3
2.3
2.0
1.8

FIXED INCOME P ORTFOLIO (28.2%)

Number of Credit Issuers
Effective Duration (years)

Fund

60
4.0

SECTOR D IVERSIFICATION (%)

U.S. Treasury(g)
Government-Related
Mortgage-Related(h)
Corporate
Asset-Backed

2.2
2.0
9.5
13.2
1.3

CREDIT Q UALITY (%) ( i )

U.S. Treasury/Agency/GSE(g)
Aaa
Aa
A
Baa
Ba
B

11.7
0.9
0.8
1.3
10.1
2.8
0.6

FIVE LARGEST CREDIT ISSUERS (%) ( e )

Telecom Italia SPA
Verizon Communications, Inc.
State of Illinois GO
State of California GO
Kinder Morgan, Inc.

0.6
0.6
0.5
0.5
0.5

SEC Yield is an annualization of the Fund’s total net investment income per share for the 30-day period ended on the last day of the month.
Excludes the Fund’s preferred stock positions.
Price-to-earnings (P/E) ratio is calculated using 12-month forward earnings estimates from third-party sources.
Foreign stocks are U.S. dollar denominated.
The Fund’s portfolio holdings are subject to change without notice. The mention of specific securities is not a recommendation to buy, sell, or hold any particular
security and is not indicative of Dodge & Cox’s current or future trading activity.
Net Cash & Other includes short-term investments (e.g., money market funds and repurchase agreements) and other assets less liabilities (e.g., cash, receivables,
payables, and unrealized appreciation/depreciation on certain derivatives).
Data as presented excludes the Fund’s position in Treasury futures contracts.
The fixed income portfolio holds 0.16% in Agency multifamily mortgage securities; the Index classifies these securities under CMBS – Agency.
The credit quality distribution shown for the Fund is based on the middle of Moody’s, S&P’s, and Fitch ratings, which is the methodology used by Barclays in
constructing its indices. If a security is rated by only two agencies, the lower of the two ratings is used. Please note the Fund applies the highest of Moody’s, S&P’s,
and Fitch ratings to determine compliance with the quality requirements stated in its prospectus. The credit quality of the investments in the portfolio does not
apply to the stability or safety of the Fund or its shares.

DODGE & COX BALANCED FUND ▪
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December 31, 2015

PORTFO L IO O F IN VE S T M E NT S
COMMON STOCKS: 65.9%
SHARES

VALUE

CONSUMER DISCRETIONARY: 10.1%
AUTOMOBILES & COMPONENTS: 0.3%

Harley-Davidson, Inc.

860,000

$

39,035,400

Roche Holding AG ADR(b) (Switzerland)
Sanofi ADR(b) (France)
Thermo Fisher Scientific, Inc.

SHARES

VALUE

5,980,000
5,515,165
24,500

$ 206,130,600
235,221,787
3,475,325
907,884,107

CONSUMER DURABLES & APPAREL: 0.4%

Coach, Inc.

1,655,036

54,169,328

MEDIA: 7.9%

Comcast Corp., Class A
DISH Network Corp., Class A(a)
News Corp., Class A
Time Warner Cable, Inc.
Time Warner, Inc.
Twenty-First Century Fox, Inc., Class A
Twenty-First Century Fox, Inc., Class B

4,564,774
1,165,032
688,050
1,982,383
3,817,066
4,882,200
1,600,000

257,590,197
66,616,530
9,192,348
367,910,461
246,849,658
132,600,552
43,568,000

1,585,999,552
INDUSTRIALS: 2.9%
CAPITAL GOODS: 0.6%

Danaher Corp.
NOW, Inc.(a)

826,400
340,950

82,149,861
COMMERCIAL & PROFESSIONAL SERVICES: 1.0%

ADT Corp.
Tyco International PLC(b) (Ireland)

2,017,717
2,365,434

1,124,327,746
RETAILING: 1.5%

Liberty Interactive Corp. QVC Group,
Series A(a)
Target Corp.
The Priceline Group, Inc.(a)

62,416,638
71,549,894
85,421,650
1,436,920,656

3,201,900

196,276,470

2,710,017
3,547,579
560,900
2,210,000
3,674,021
4,250,000

120,514,456
163,720,771
52,085,174
74,012,900
256,262,964
35,657,500

E N E R G Y : 4. 9 %

702,253,765
FINANCIALS: 17.9%
BANKS: 7.1%

Bank of America Corp.
BB&T Corp.
JPMorgan Chase & Co.
Wells Fargo & Co.

141,977,997
FedEx Corp.

2,284,650
985,400
67,000

C O N S U M E R S T A P L E S : 1. 4 %
FOOD & STAPLES RETAILING: 1.4%

Apache Corp.
Baker Hughes, Inc.
Concho Resources, Inc.(a)
National Oilwell Varco, Inc.
Schlumberger, Ltd.(b) (Curacao/United States)
Weatherford International PLC(a)(b) (Ireland)

19,257,100
2,714,584
2,929,900
7,408,506

324,096,993
102,638,421
193,461,297
402,726,386

1,242,254

INFORMATION TECHNOLOGY: 16.5%
SEMICONDUCTORS & SEMICONDUCTOR EQUIPMENT: 0.6%

Maxim Integrated Products, Inc.

2,377,091

90,329,458

116,700
326,895
1,170,700
320,592
6,901,700
9,214,000
1,614,700
326,300

90,793,767
248,074,078
24,362,267
8,809,868
382,906,316
193,494,000
73,646,467
18,458,791

SOFTWARE & SERVICES: 7.3%

Alphabet, Inc., Class A(a)
Alphabet, Inc., Class C(a)
Cadence Design Systems, Inc.(a)
eBay, Inc.(a)
Microsoft Corp.
Symantec Corp.
Synopsys, Inc.(a)
VMware, Inc.(a)

1,040,545,554
TECHNOLOGY, HARDWARE & EQUIPMENT: 8.6%

Cisco Systems, Inc.
Corning, Inc.
EMC Corp.
Hewlett Packard Enterprise Co.
HP, Inc.
Juniper Networks, Inc.
NetApp, Inc.
TE Connectivity, Ltd.(b) (Switzerland)

6,991,100
5,761,700
10,174,000
15,984,712
14,934,712
620,645
3,826,491
2,080,536

1,022,923,097
1,905,000
5,702,600
5,169,959
11,232,900
1,182,000

132,492,750
235,061,172
373,167,641
369,899,397
213,031,860
1,323,652,820

INSURANCE: 1.5%

AEGON NV(b) (Netherlands)
MetLife, Inc.

12,084,994
3,077,000

68,521,916
148,342,170
216,864,086
2,563,440,003

HEALTH CARE: 11.1%
HEALTH CARE EQUIPMENT & SERVICES: 4.7%

Anthem, Inc.
Cigna Corp.
Express Scripts Holding Co.(a)
Medtronic PLC(b) (Ireland)
UnitedHealth Group, Inc.

260,980
1,361,216
2,599,568
660,200
1,398,562

678,115,445

2,360,175,180
MATERIALS: 0.6%

Celanese Corp., Series A
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1,270,100
2,583,175
3,294,900

1,330,960

43,119,895
136,443,304
283,493,196

89,613,537

TELECOMMUNICATION SERVICES: 0.5%

Sprint Corp.(a)

18,742,971

67,849,555

TOTAL COMMON STOCKS

(Cost $6,846,235,719)

$9,411,739,999

PREFERRED STOCKS: 4.3%
CONSUMER DISCRETIONARY: 0.4%
MEDIA: 0.4%

53,210

56,402,600

60,975
5,175
254,565
227,645

58,688,438
5,063,738
255,863,281
239,596,362

FINANCIALS: 3.9%
BANKS: 3.9%

Citigroup, Inc. 5.95%
12/31/49
7/29/49
JPMorgan Chase & Co. 6.10%
Wells Fargo & Co. 5.875%

PHARMACEUTICALS, BIOTECHNOLOGY & LIFE SCIENCES: 6.4%

AstraZeneca PLC ADR(b) (United Kingdom)
Merck & Co., Inc.
Novartis AG ADR(b) (Switzerland)

189,843,321
105,323,876
261,268,320
242,967,622
176,826,990
17,129,802
101,516,806
134,423,431
1,229,300,168

NBCUniversal Enterprise, Inc. 5.25%(d)
36,391,051
199,186,737
227,228,239
50,782,584
164,526,834

185,083,423
409,211,281

DIVERSIFIED FINANCIALS: 9.3%

American Express Co.
Bank of New York Mellon Corp.
Capital One Financial Corp.
Charles Schwab Corp.
Goldman Sachs Group, Inc.

66,544,307
75,433,690

TRANSPORTATION: 1.3%

219,388,182

Wal-Mart Stores, Inc.

76,756,032
5,393,829

559,211,819
TOTAL PREFERRED STOCKS

(Cost $601,634,518)

$ 615,614,419
See accompanying Notes to Financial Statements

December 31, 2015

PORTFO L IO O F IN VE S T M E NT S
DEBT SECURITIES: 28.2%
PAR VALUE

VALUE

U.S. TREASURY: 2.2%

U.S. Treasury Note/Bond
0.50%, 3/31/17
0.875%, 1/15/18
1.00%, 3/15/18
1.625%, 7/31/19
1.625%, 11/30/20

$ 50,600,000
148,000,000
81,500,000
13,315,000
23,000,000

$

50,368,758
147,343,768
81,225,590
13,363,839
22,869,659
315,171,614

GOVERNMENT-RELATED: 2.0%
FEDERAL AGENCY: 0.1%

Small Business Admin. — 504 Program
Series 1996-20L 1, 6.70%, 12/1/16
Series 1997-20F 1, 7.20%, 6/1/17
Series 1997-20I 1, 6.90%, 9/1/17
Series 1998-20D 1, 6.15%, 4/1/18
Series 1998-20I 1, 6.00%, 9/1/18
Series 1999-20F 1, 6.80%, 6/1/19
Series 2000-20D 1, 7.47%, 4/1/20
Series 2000-20E 1, 8.03%, 5/1/20
Series 2000-20G 1, 7.39%, 7/1/20
Series 2000-20I 1, 7.21%, 9/1/20
Series 2001-20E 1, 6.34%, 5/1/21
Series 2001-20G 1, 6.625%, 7/1/21
Series 2003-20J 1, 4.92%, 10/1/23
Series 2007-20F 1, 5.71%, 6/1/27

71,193
159,461
232,115
262,195
239,941
261,313
933,276
198,626
418,605
286,407
916,069
804,090
3,385,536
3,874,995

72,524
163,598
238,998
275,691
251,340
271,606
990,642
212,663
442,963
303,850
994,336
873,338
3,641,847
4,332,510
13,065,906

FOREIGN AGENCY: 0.6%

Corp. Nacional del Cobre de Chile(b) (Chile)
4.50%, 9/16/25(d)
Petroleo Brasileiro SA(b) (Brazil)
4.375%, 5/20/23
6.25%, 3/17/24
Petroleos Mexicanos(b) (Mexico)
4.25%, 1/15/25(d)
6.625%, 6/15/35
6.375%, 1/23/45
5.625%, 1/23/46(d)

PAR VALUE

11,100,000

10,452,604

29,800,000
4,225,000

19,668,000
3,031,437

22,685,000
9,425,000
17,125,000
16,675,000

19,849,375
8,423,594
14,552,277
12,759,710

Dept. of Veterans Affairs
Series 1995-1 1, 7.243%, 2/15/25
Series 1995-2C 3A, 8.793%, 6/15/25
Series 2002-1 2J, 6.50%, 8/15/31
Fannie Mae
Trust 2002-33 A1, 7.00%, 6/25/32
Trust 2009-66 ET, 6.00%, 5/25/39
Trust 2009-30 AG, 6.50%, 5/25/39
Trust 2001-T7 A1, 7.50%, 2/25/41
Trust 2001-T5 A3, 7.50%, 6/19/41
Trust 2001-T8 A1, 7.50%, 7/25/41
Trust 2001-T4 A1, 7.50%, 7/25/41
Trust 2001-W3 A, 6.808%, 9/25/41
Trust 2001-T10 A2, 7.50%, 12/25/41
Trust 2013-106 MA, 4.00%, 2/25/42
Trust 2002-W6 2A1, 6.321%, 6/25/42
Trust 2002-W8 A2, 7.00%, 6/25/42
Trust 2003-W2 1A1, 6.50%, 7/25/42
Trust 2003-W2 1A2, 7.00%, 7/25/42
Trust 2003-W4 4A, 7.028%, 10/25/42
Trust 2012-121 NB, 7.00%, 11/25/42
Trust 2013-98 FA, 0.972%, 9/25/43
Trust 2013-92 FA, 0.972%, 9/25/43
Trust 2004-T1 1A2, 6.50%, 1/25/44
Trust 2004-W2 5A, 7.50%, 3/25/44
Trust 2004-W8 3A, 7.50%, 6/25/44
Trust 2005-W4 1A2, 6.50%, 8/25/45
Trust 2009-11 MP, 7.00%, 3/25/49
Freddie Mac
Series 1078 GZ, 6.50%, 5/15/21
Series 16 PK, 7.00%, 8/25/23
Series T-48 1A4, 5.538%, 7/25/33
Series 314 F2, 0.941%, 9/15/43
Series T-51 1A, 6.50%, 9/25/43
Series T-59 1A1, 6.50%, 10/25/43
Series 4281 BC, 4.786%, 12/15/43

$

395,926
179,364
10,723,089

3,350,000
12,436,000

4,757,837
17,092,785

13,470,000
16,525,000
13,730,000
8,790,000

18,795,634
24,002,728
19,216,371
12,800,613

37,215,000
26,160,000
11,565,000

38,596,793
27,699,516
10,936,442
173,898,719

11,850,000

12,360,522
288,062,144

See accompanying Notes to Financial Statements

445,411
217,524
12,247,566
2,351,752
5,160,867
3,576,862
2,008,262
811,245
1,957,987
2,025,133
1,302,228
1,778,734
12,242,707
2,001,011
2,545,373
3,980,360
1,557,434
2,070,685
3,648,919
10,818,562
46,951,706
2,469,037
4,930,797
841,494
7,647,394
7,588,629

134,068
2,444,672
31,624,028
22,307,420
214,076
11,105,448
76,760,905

138,901
2,705,203
34,855,962
22,317,611
249,417
12,756,046
82,819,605
299,020,424

FEDERAL AGENCY MORTGAGE PASS-THROUGH: 7.4%

SOVEREIGN: 0.1%

Spain Government International(b) (Spain)
4.00%, 3/6/18(d)

$

2,099,246
4,796,186
3,302,517
1,718,556
682,256
1,692,666
1,712,600
1,160,859
1,489,256
11,563,313
1,718,690
2,234,030
3,487,032
1,341,223
1,803,821
3,164,256
10,693,645
46,687,279
2,211,506
4,324,224
723,254
6,459,234
6,673,247

88,736,997
LOCAL AUTHORITY: 1.2%

New Jersey Turnpike Authority RB
7.414%, 1/1/40
7.102%, 1/1/41
State of California GO
7.50%, 4/1/34
7.55%, 4/1/39
7.30%, 10/1/39
7.625%, 3/1/40
State of Illinois GO
5.365%, 3/1/17
5.665%, 3/1/18
5.10%, 6/1/33

VALUE

MORTGAGE-RELATED: 9.5%
FEDERAL AGENCY CMO & REMIC: 2.1%

Fannie Mae, 15 Year
3.50%, 12/1/29
4.00%, 2/1/27-5/1/27
4.50%, 1/1/25-1/1/27
6.00%, 7/1/16-3/1/22
6.50%, 9/1/16-11/1/18
7.00%, 11/1/18
7.50%, 12/1/16-8/1/17
Fannie Mae, 20 Year
4.00%, 11/1/30-12/1/34
4.50%, 1/1/31-5/1/32
Fannie Mae, 30 Year
4.50%, 1/1/39-2/1/45
5.50%, 7/1/33-8/1/37
6.00%, 9/1/36-8/1/37
6.50%, 12/1/28-8/1/39
7.00%, 4/1/37-8/1/37
Fannie Mae, Hybrid ARM
2.00%, 1/1/35
2.246%, 12/1/34
2.266%, 9/1/34
2.272%, 1/1/35
2.319%, 8/1/35
2.436%, 8/1/38
2.525%, 11/1/43
2.707%, 4/1/44

11,970,331
73,221,983
19,067,881
2,681,738
2,289,141
151,009
166,511

12,545,691
77,654,673
20,499,531
2,764,039
2,336,331
153,966
168,910

197,825,165
61,706,443

211,580,702
67,109,133

75,323,091
18,624,348
24,376,674
27,831,830
8,954,789

81,860,896
20,951,246
27,807,279
32,020,692
10,377,448

3,146,535
2,396,886
1,643,186
1,596,759
1,820,017
4,655,366
8,927,599
20,208,801

3,276,777
2,495,717
1,751,991
1,690,113
1,911,963
4,943,460
9,165,918
20,876,530

DODGE & COX BALANCED FUND ▪
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PORTFO L IO O F IN VE S T M E NT S
DEBT SECURITIES (continued)
PAR VALUE

2.817%, 12/1/44
2.837%, 11/1/44
2.843%, 12/1/45
2.947%, 9/1/45
3.284%, 6/1/41
3.569%, 12/1/40
3.757%, 11/1/40
4.27%, 7/1/39
5.566%, 5/1/37
6.35%, 9/1/36
Fannie Mae, Multifamily DUS
Trust 2014-M9 ASQ2, 1.462%, 4/25/17
Freddie Mac, Hybrid ARM
2.216%, 4/1/37
2.447%, 10/1/38
2.535%, 9/1/37
2.558%, 10/1/35
2.623%, 8/1/42
2.678%, 5/1/34
2.69%, 2/1/38
2.784%, 10/1/45
2.939%, 5/1/44
2.952%, 6/1/44
2.97%, 5/1/44
3.141%, 6/1/44
3.609%, 10/1/41
5.857%, 7/1/38
6.103%, 1/1/38
Freddie Mac Gold, 15 Year
4.00%, 3/1/25-11/1/26
4.50%, 9/1/24-9/1/26
6.00%, 2/1/18
6.50%, 5/1/16-9/1/18
Freddie Mac Gold, 20 Year
4.50%, 4/1/31-6/1/31
6.50%, 10/1/26
Freddie Mac Gold, 30 Year
4.50%, 9/1/41-1/1/44
5.50%, 12/1/37
6.00%, 2/1/39
6.50%, 12/1/32-4/1/33
7.00%, 11/1/37-9/1/38
7.47%, 3/17/23
7.75%, 7/25/21
Ginnie Mae, 30 Year
7.50%, 11/15/24-10/15/25
7.97%, 4/15/20-1/15/21

$19,774,634
33,113,696
31,025,839
7,215,008
17,461,196
6,752,555
2,781,454
3,194,145
1,781,996
422,015
6,492,485

VALUE

$

20,236,265
33,900,264
31,690,646
7,395,642
18,333,013
7,043,894
2,909,755
3,406,023
1,890,037
445,578

2,849,537
2,517,714
1,435,803
3,206,679
13,917,232
3,169,406
7,150,632
16,972,680
3,082,081
5,691,194
23,078,551
8,211,836
2,135,177
552,655
703,454

3,010,044
2,659,540
1,526,716
3,387,835
14,321,510
3,387,139
7,602,865
17,287,286
3,164,477
5,837,153
23,727,620
8,459,960
2,222,316
589,911
746,787

48,627,233
13,296,565
325,603
1,022,622

51,359,897
14,246,687
332,847
1,041,584

14,328,880
5,265,986

15,560,529
5,996,930

85,366,522
1,135,012
2,948,130
7,928,552
7,339,801
115,396
328,322

92,170,526
1,273,791
3,357,630
9,202,337
8,428,452
126,666
354,645

921,752
412,946

1,043,115
443,203

1,349,585,533
ASSET-BACKED: 1.3%
AUTO LOAN: 0.3%

23,000,000
16,450,000

22,944,850
16,245,696
39,190,546

CREDIT CARD: 0.3%

American Express Master Trust
Series 2014-3 A, 1.49%, 4/15/20
Chase Issuance Trust
Series 2013-A8 A8, 1.01%, 10/15/18
Series 2014-A1 A1, 1.15%, 1/15/19
Series 2014-A6 A6, 1.26%, 7/15/19

Rio Oil Finance Trust(b) (Brazil)
9.25%, 7/6/24(d)
9.75%, 1/6/27(d)

$49,425,000
42,925,000

16,025,000

16,029,651

14,000,000
8,400,000
6,500,000

13,987,047
8,393,246
6,486,090
44,896,034

VALUE

$

36,574,500
31,549,875
68,124,375

STUDENT LOAN: 0.2%

SLM Student Loan Trust (Private Loans)
Series 2014-A A2A, 2.59%, 1/15/26(d)
Series 2012-B A2, 3.48%, 10/15/30(d)
Series 2012-E A2A, 2.09%, 6/15/45(d)
Series 2012-C A2, 3.31%, 10/15/46(d)

5,250,000
9,358,036
13,775,000
10,100,000

6,500,988

1,050,565,109

Ford Credit Auto Owner Trust
Series 2014-C A3, 1.06%, 5/15/19
Series 2015-1 A, 2.12%, 7/15/26(d)

PAR VALUE

OTHER: 0.5%

5,223,136
9,486,544
13,661,272
10,227,070
38,598,022
190,808,977

CORPORATE: 13.2%
FINANCIALS: 4.2%

Bank of America Corp.
7.625%, 6/1/19
5.625%, 7/1/20
4.20%, 8/26/24
6.625%, 5/23/36(c)
Barclays PLC(b) (United Kingdom)
4.375%, 9/11/24
BNP Paribas SA(b) (France)
4.25%, 10/15/24
4.375%, 9/28/25(d)
Boston Properties, Inc.
3.85%, 2/1/23
3.125%, 9/1/23
3.80%, 2/1/24
Capital One Financial Corp.
3.50%, 6/15/23
4.20%, 10/29/25
Cigna Corp.
7.65%, 3/1/23
7.875%, 5/15/27
8.30%, 1/15/33
Citigroup, Inc.
6.692%, 10/30/40(c)
Equity Residential
4.625%, 12/15/21
3.00%, 4/15/23
Health Net, Inc.
6.375%, 6/1/17
HSBC Holdings PLC(b) (United Kingdom)
5.10%, 4/5/21
6.50%, 5/2/36
6.50%, 9/15/37
JPMorgan Chase & Co.
8.75%, 9/1/30(c)
Lloyds Banking Group PLC(b)
(United Kingdom)
4.50%, 11/4/24
Navient Corp.
6.00%, 1/25/17
4.625%, 9/25/17
8.45%, 6/15/18
Royal Bank of Scotland Group PLC(b)
(United Kingdom)
6.125%, 12/15/22
6.00%, 12/19/23
Unum Group
7.19%, 2/1/28
7.25%, 3/15/28
6.75%, 12/15/28
Wells Fargo & Co.
4.30%, 7/22/27

6,800,000
5,030,000
5,825,000
37,275,000

7,868,810
5,589,210
5,833,458
42,454,249

23,275,000

22,758,784

31,175,000
10,100,000

30,899,756
9,892,778

7,800,000
17,550,000
11,175,000

7,963,215
17,095,543
11,368,205

42,579,000
6,175,000

42,342,857
6,100,066

9,705,000
21,888,000
8,845,000

11,771,777
28,780,706
11,617,775

43,080,925

45,131,577

14,054,000
14,775,000

15,259,552
14,514,074

13,275,000

13,806,000

3,625,000
23,190,000
15,315,000

4,030,271
27,661,867
18,375,075

23,042,000

32,999,047

19,575,000

19,873,480

14,285,000
9,550,000
15,755,000

14,642,125
9,406,750
16,582,137

48,416,000
3,250,000

52,710,935
3,500,270

8,305,000
2,030,000
11,368,000

9,754,048
2,361,507
13,341,587

20,710,000

21,158,268
597,445,759
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PORTFO L IO O F IN VE S T M E NT S
DEBT SECURITIES (continued)
PAR VALUE

VALUE

INDUSTRIALS: 8.6%

Allergan PLC(b) (Ireland)
3.00%, 3/12/20
3.45%, 3/15/22
3.80%, 3/15/25
AT&T, Inc.
3.40%, 5/15/25
6.55%, 2/15/39
5.35%, 9/1/40
4.75%, 5/15/46
Becton, Dickinson and Co.
3.734%, 12/15/24
BHP Billiton, Ltd.(b) (Australia)
6.75%, 10/19/75(c)(d)
Burlington Northern Santa Fe LLC(f)
8.251%, 1/15/21
3.85%, 9/1/23
5.72%, 1/15/24
5.342%, 4/1/24
5.629%, 4/1/24
Cemex SAB de CV(b) (Mexico)
6.50%, 12/10/19(d)
6.00%, 4/1/24(d)
5.70%, 1/11/25(d)
6.125%, 5/5/25(d)
Charter Communications, Inc.
4.908%, 7/23/25(d)
6.484%, 10/23/45(d)
Cox Enterprises, Inc.
3.25%, 12/15/22(d)
2.95%, 6/30/23(d)
3.85%, 2/1/25(d)
CRH PLC(b) (Ireland)
3.875%, 5/18/25(d)
CSX Corp.
9.75%, 6/15/20
Dillard’s, Inc.
7.13%, 8/1/18
7.875%, 1/1/23
7.75%, 7/15/26
7.75%, 5/15/27
7.00%, 12/1/28
Dow Chemical Co.
8.55%, 5/15/19
7.375%, 11/1/29
9.40%, 5/15/39
FedEx Corp.
8.00%, 1/15/19
6.72%, 7/15/23
Ford Motor Credit Co. LLC(f)
5.75%, 2/1/21
5.875%, 8/2/21
4.25%, 9/20/22
4.375%, 8/6/23
Hewlett Packard Enterprise Co.
3.60%, 10/15/20(d)
Imperial Tobacco Group PLC(b)
(United Kingdom)
3.75%, 7/21/22(d)
4.25%, 7/21/25(d)
Kinder Morgan, Inc.
4.30%, 6/1/25
5.50%, 3/1/44
5.40%, 9/1/44

See accompanying Notes to Financial Statements

$ 19,550,000
11,130,000
10,870,000

$

19,534,419
11,147,775
10,815,487

6,725,000
7,675,000
27,575,000
7,000,000

6,464,171
8,621,028
27,235,552
6,407,968

5,725,000

5,777,544

19,800,000

19,107,000

664,677
2,150,000
9,037,276
9,407,801
14,244,488

748,300
2,234,633
9,948,974
10,166,540
15,581,690

22,500,000
10,575,000
22,475,000
8,100,000

21,712,500
9,068,062
18,794,719
6,925,500

11,600,000
8,150,000

11,588,597
8,152,893

15,740,000
37,166,000
19,625,000

14,307,550
32,742,651
17,993,868

17,100,000

16,991,740

5,231,000

6,646,169

3,606,000
8,660,000
50,000
540,000
15,135,000

3,968,681
10,205,273
57,831
628,421
16,775,271

12,775,000
17,000,000
9,677,000

15,061,342
21,006,764
13,906,023

6,965,000
5,156,509

8,108,848
5,813,964

12,700,000
11,350,000
9,593,000
14,575,000

14,036,865
12,657,270
9,814,790
14,981,599

33,600,000

33,680,640

10,475,000
31,825,000

10,518,126
32,300,020

36,515,000
33,730,000
15,414,000

31,565,647
26,307,646
11,648,452

PAR VALUE

Macy’s, Inc.
6.90%, 1/15/32
6.70%, 7/15/34
Naspers, Ltd. (b) (South Africa)
6.00%, 7/18/20(d)
5.50%, 7/21/25(d)
Norfolk Southern Corp.
9.75%, 6/15/20
RELX PLC(b) (United Kingdom)
8.625%, 1/15/19
3.125%, 10/15/22
Sprint Corp.
6.00%, 12/1/16
Teck Resources, Ltd.(b) (Canada)
5.20%, 3/1/42
Telecom Italia SPA(b) (Italy)
6.999%, 6/4/18
7.175%, 6/18/19
5.303%, 5/30/24(d)
7.20%, 7/18/36
7.721%, 6/4/38
The Kraft Heinz Co.
3.95%, 7/15/25(d)
Time Warner Cable, Inc.
8.75%, 2/14/19
8.25%, 4/1/19
6.55%, 5/1/37
6.75%, 6/15/39
Time Warner, Inc.
7.625%, 4/15/31
7.70%, 5/1/32
TransCanada Corp.(b) (Canada)
5.625%, 5/20/75(c)
Twenty-First Century Fox, Inc.
6.15%, 3/1/37
6.65%, 11/15/37
Union Pacific Corp.
5.866%, 7/2/30
6.176%, 1/2/31
Verizon Communications, Inc.
4.15%, 3/15/24
4.272%, 1/15/36
6.55%, 9/15/43
Vulcan Materials Co.
7.50%, 6/15/21
Xerox Corp.
6.35%, 5/15/18
4.50%, 5/15/21
Zoetis, Inc.
3.45%, 11/13/20
4.50%, 11/13/25

$ 49,699,000
2,890,000

VALUE

$

54,850,351
3,002,626

21,900,000
17,575,000

23,300,067
16,907,712

7,224,000

9,220,403

4,901,000
22,133,000

5,716,316
21,508,274

24,367,000

24,245,165

17,773,000

7,464,660

17,100,000
27,527,000
11,500,000
11,596,000
7,062,000

18,468,000
30,349,068
11,356,250
11,711,960
7,362,135

4,000,000

4,038,724

13,840,000
33,815,000
11,000,000
2,110,000

16,059,202
38,861,483
11,125,840
2,117,503

31,348,000
14,374,000

38,787,727
17,944,415

20,570,000

19,018,693

15,000,000
1,638,000

16,713,435
1,903,456

26,119,175
9,262,594

29,814,027
10,532,209

12,750,000
11,847,000
46,476,000

13,110,838
10,693,173
55,175,238

20,340,000

23,696,100

20,585,000
19,161,000

22,009,708
19,347,973

8,960,000
7,985,000

8,970,743
8,097,365
1,225,239,642

UTILITIES: 0.4%

Dominion Resources, Inc.
5.75%, 10/1/54(c)
Enel SPA(b) (Italy)
6.80%, 9/15/37(d)
6.00%, 10/7/39(d)

22,950,000

22,486,410

18,700,000
8,550,000

22,833,598
9,560,627
54,880,635
1,877,566,036

TOTAL DEBT SECURITIES

(Cost $3,929,370,365)

$ 4,021,194,304

DODGE & COX BALANCED FUND ▪
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December 31, 2015

PORTFO L IO O F IN VE S T M E NT S
SHORT-TERM INVESTMENTS: 1.4%

FUTURES CONTRACTS
PAR VALUE

VALUE

MONEY MARKET FUND: 0.1%

SSgA U.S. Treasury Money Market Fund

$ 14,374,610

$

14,374,610

REPURCHASE AGREEMENT: 1.3%

Fixed Income Clearing Corporation(e)
0.08%, dated 12/31/15, due 1/4/16,
maturity value $184,725,642

184,724,000

184,724,000

TOTAL SHORT-TERM INVESTMENTS

(Cost $199,098,610)

$

199,098,610

NET A SSETS
(a)
(b)
(c)
(d)

(e)

(f)

Unrealized
Notional Appreciation/
Amount (Depreciation)

10 Year U.S.
Treasury Note—
Short Position

1,664 Mar 2016 $(209,508,000)

Long-Term U.S.
Treasury Bond—
Short Position

1,040 Mar 2016

(165,035,000)

$ 781,542

(525,653)
$ 255,889

TOTAL INVESTMENTS

(Cost $11,576,339,212)
OTHER ASSETS LESS LIABILITIES

Description

Number of Expiration
Contracts
Date

99.8% $14,247,647,332
0.2%
21,681,711
100.0% $14,269,329,043

Non-income producing
Security denominated in U.S. dollars
Hybrid security
Security exempt from registration under Rule 144A of the Securities Act of
1933. The security may be resold in transactions exempt from registration,
normally to qualified institutional buyers. As of December 31, 2015, all
such securities in total represented $586,566,526 or 4.1% of net assets.
These securities have been deemed liquid by Dodge & Cox, investment
manager, pursuant to procedures approved by the Fund’s Board of Trustees.
Repurchase agreement is collateralized by U.S. Treasury Notes 1.625%1.75%, 7/31/20-3/31/22. Total collateral value is $188,420,119.
Subsidiary (see below)
In determining a company’s country designation, the Fund generally
references the country of incorporation. In cases where the Fund considers
the country of incorporation to be a “jurisdiction of convenience” chosen
primarily for tax purposes or in other limited circumstances, the Fund uses
the country designation of an appropriate broad-based market index. In
those cases, two countries are listed — the country of incorporation and the
country designated by an appropriate index, respectively.
Debt securities are grouped by parent company unless otherwise noted.
Actual securities may be issued by the listed parent company or one of its
subsidiaries.

ADR: American Depositary Receipt
ARM: Adjustable Rate Mortgage
CMO: Collateralized Mortgage Obligation
DUS: Delegated Underwriting and Servicing
GO: General Obligation
RB: Revenue Bond
REMIC: Real Estate Mortgage Investment Conduit
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See accompanying Notes to Financial Statements

STATEME N T OF ASS E T S AND L I ABI L I T I E S

ST AT EM ENT OF C HANGES I N NET ASS ETS
Year Ended
Year Ended
December 31, 2015 December 31, 2014

December 31, 2015

OPERATIONS:

ASSETS:

Investments, at value (cost $11,576,339,212)
Cash held at broker
Receivable for investments sold
Receivable for Fund shares sold
Dividends and interest receivable
Prepaid expenses and other assets

$14,247,647,332
6,770,388
5,801,740
8,024,925
52,275,035
93,831
14,320,613,251

LIABILITIES:

Payable to broker for variation margin
Payable for investments purchased
Payable for Fund shares redeemed
Management fees payable
Accrued expenses

1,533,992
5,288,661
37,488,385
6,113,609
859,561
51,284,208

NET A SSETS

$14,269,329,043

NET A SSETS CONSIST O F:

Paid in capital
Undistributed net investment income
Undistributed net realized gain
Net unrealized appreciation

$11,444,166,191
3,251,258
150,347,585
2,671,564,009
$14,269,329,043

Fund shares outstanding (par value $0.01 each,
unlimited shares authorized)
Net asset value per share

$

151,122,480
94.42

Net investment income
Net realized gain
Net change in unrealized
appreciation/depreciation

$

(1,229,772,659)

298,744,812
399,919,057
567,009,703

(429,386,204) 1,265,673,572
DISTRIBUTIONS TO
SHAREHOLDERS FROM:

Net investment income
Net realized gain

(308,037,610)
(455,897,559)

(298,877,158)
(359,115,663)

Total distributions

(763,935,169)

(657,992,821)

FUND SHARE
TRANSACTIONS:

Proceeds from sale of shares
Reinvestment of distributions
Cost of shares redeemed

1,416,791,531 1,944,425,723
725,183,002
624,013,075
(2,144,401,683) (2,114,967,089)

Net increase/(decrease) from
Fund share transactions

(2,427,150)

Total increase/(decrease) in
net assets

453,471,709

(1,195,748,523) 1,061,152,460

NET A SSETS:

Beginning of year

15,465,077,566 14,403,925,106

End of year (including undistributed net
investment income of $3,251,258 and
$3,500,381, respectively)

S T A T E M E N T OF OP E R A T I O N S

307,788,487 $
492,597,968

$14,269,329,043 $15,465,077,566

Year Ended
December 31, 2015

INVESTMENT INCOME:

Dividends (net of foreign taxes of $3,724,034)
Interest

SHARE INFORMATION:

$

197,425,260
190,225,233
387,650,493

Shares sold
Distributions reinvested
Shares redeemed

14,047,663
7,539,830
(21,376,698)

Net increase in shares outstanding

EXPENSES:

Management fees
Custody and fund accounting fees
Transfer agent fees
Professional services
Shareholder reports
Registration fees
Trustees’ fees
Miscellaneous

210,795

19,199,410
6,142,973
(20,958,749)
4,383,634

75,758,904
302,185
1,780,717
204,059
339,208
174,198
237,500
1,065,235
79,862,006
307,788,487

N E T IN V E S T M E N T IN C O M E
REALIZED AND UNREALIZED GAIN (LOSS):

Net realized gain (loss)
Investments
Treasury futures contracts
Net change in unrealized appreciation/depreciation
Investments
Treasury futures contracts

501,033,067
(8,435,099)
(1,237,696,213)
7,923,554

Net realized and unrealized loss
N E T D E C R E A S E IN N E T A S S E T S
FROM OPERATIONS

See accompanying Notes to Financial Statements

(737,174,691)
$

(429,386,204)
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NOT ES T O FIN A N CI AL S T AT E M E NT S
NOTE 1—ORGANIZATION A ND SIGNIFICANT
ACCOUNTING P OLICIES

Dodge & Cox Balanced Fund (the “Fund”) is one of the series
constituting the Dodge & Cox Funds (the “Trust” or the “Funds”).
The Trust is organized as a Delaware statutory trust and is
registered under the Investment Company Act of 1940, as
amended, as an open-end management investment company. The
Fund commenced operations on June 26, 1931, and seeks regular
income, conservation of principal, and an opportunity for longterm growth of principal and income. Risk considerations and
investment strategies of the Fund are discussed in the Fund’s
Prospectus.
The financial statements have been prepared in conformity
with accounting principles generally accepted in the United States
of America, which require the use of estimates and assumptions by
management. Actual results may differ from those estimates.
Significant accounting policies are as follows:
Security valuation The Fund’s net assets are valued as of the
close of trading on the New York Stock Exchange (NYSE),
generally 4:00 p.m. Eastern Time, each day that the NYSE is open
for business. If the NYSE is closed due to inclement weather,
technology problems, or for any other reason on a day it would
normally be open for business, or the NYSE has an unscheduled
early closing on a day it has opened for business, the Fund reserves
the right to calculate the Fund’s NAV as of the normally scheduled
close of regular trading on the NYSE for that day, provided that
Dodge & Cox believes that it can obtain reliable market quotes or
valuations. Portfolio securities and other financial instruments for
which market quotes are readily available are valued at market
value. Listed securities are generally valued using the official quoted
close price or the last sale on the exchange that is determined to be
the primary market for the security.
Debt securities (including certain preferred stocks) and nonexchange traded derivatives are valued based on prices received
from independent pricing services which utilize both
dealer-supplied valuations and pricing models. Pricing models may
consider quoted prices for similar securities, interest rates,
prepayment speeds, and credit risk. Exchange-traded derivatives are
valued at the settlement price determined by the relevant
exchange. Security values are not discounted based on the size of
the Fund’s position. Short-term securities less than 60 days to
maturity may be valued at amortized cost if amortized cost
approximates current value. Mutual funds are valued at their
respective net asset values. All securities held by the Fund are
denominated in U.S. dollars.
If market quotations are not readily available or if a security’s
value is believed to have materially changed after the close of the
security’s primary market but before the close of trading on the
NYSE, the security is valued at fair value as determined in good
faith by or under the direction of the Fund’s Board of Trustees. The
Board of Trustees has appointed Dodge & Cox, the Fund’s
investment manager, to make fair value determinations in
accordance with the Dodge & Cox Funds Valuation Policies
PAGE
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(“Valuation Policies”), subject to Board oversight. Dodge & Cox
has established a Pricing Committee that is comprised of
representatives from Treasury, Legal, Compliance, and Operations.
The Pricing Committee is responsible for implementing the
Valuation Policies, including determining the fair value of
securities when market quotations or market-based valuations are
not readily available or are deemed unreliable. The Pricing
Committee considers relevant indications of value that are
reasonably available to it in determining the fair value assigned to a
particular security, such as the value of similar financial
instruments, trading volumes, contractual restrictions on
disposition, related corporate actions, and changes in economic
conditions. In doing so, the Pricing Committee employs various
methods for calibrating fair valuation approaches, including a
regular review of key inputs and assumptions, back-testing, and
review of any related market activity.
Valuing securities through a fair value determination involves
greater reliance on judgment than valuation of securities based on
readily available market quotations. In some instances, lack of
information and uncertainty as to the significance of information
may lead to a conclusion that a prior valuation is the best
indication of a security’s value. When fair value pricing is
employed, the prices of securities used by the Fund to calculate its
NAV may differ from quoted or published prices for the same
securities.
Security transactions, investment income, expenses,
and distributions Security transactions are recorded on the trade
date. Realized gains and losses on securities sold are determined on
the basis of identified cost.
Dividend income and corporate action transactions are
recorded on the ex-dividend date, or when the Fund first learns of
the dividend/corporate action if the ex-dividend date has passed.
Withholding taxes on foreign dividends have been provided for in
accordance with the Fund’s understanding of the applicable
country’s tax rules and rates. Non-cash dividends included in
dividend income, if any, are recorded at the fair market value of
the securities received. Dividends characterized as return of capital
for U.S. tax purposes are recorded as a reduction of cost of
investments and/or realized gain.
Interest income is recorded on the accrual basis. Interest
income includes coupon interest, amortization of premium and
accretion of discount on debt securities, and gain/loss on
paydowns. The ability of the issuers of the debt securities held by
the Fund to meet their obligations may be affected by economic
developments in a specific industry, state, or region. Debt
obligations may be placed on non-accrual status and related
interest income may be reduced by ceasing current accruals and
writing off interest receivables when the collection of all or a
portion of interest has become doubtful. A debt obligation is
removed from non-accrual status when the issuer resumes interest
payments or when collectibility of interest is reasonably assured.
Expenses are recorded on the accrual basis. Some expenses of
the Trust can be directly attributed to a specific series. Expenses

NOT ES T O FIN A N CI AL S T AT E M E NT S

which cannot be directly attributed are allocated among the Funds
in the Trust based on relative net assets or other expense
methodologies determined by the nature of the expense.
Distributions to shareholders are recorded on the ex-dividend
date.
Repurchase agreements The Fund enters into repurchase
agreements, secured by U.S. government or agency securities,
which involve the purchase of securities from a counterparty with
a simultaneous commitment to resell the securities at an agreedupon date and price. It is the Fund’s policy that its custodian take
possession of the underlying collateral securities, the fair value of
which exceeds the principal amount of the repurchase transaction,
including accrued interest, at all times. In the event of default by
the counterparty, the Fund has the contractual right to liquidate
the collateral securities and to apply the proceeds in satisfaction of
the obligation.
Futures Contracts Futures contracts involve an obligation to
purchase or sell (depending on whether the Fund has entered a long
or short futures contract, respectively) an asset at a future date, at a
price set at the time of the contract. Upon entering into a futures
contract, the Fund is required to deposit an amount of cash or liquid
assets (referred to as initial margin) in a segregated account with the
clearing broker. Subsequent payments (referred to as variation
margin) to and from the clearing broker are made on a daily basis
based on changes in the market value of futures contracts. Futures
contracts are traded publicly and their market value changes daily.
Changes in the market value of open futures contracts are recorded as
unrealized appreciation or depreciation in the Statement of
Operations. Realized gains and losses on futures contracts are
recorded in the Statement of Operations at the closing or expiration
of the contracts. Cash deposited with a broker as initial margin is
recorded on the Statement of Assets and Liabilities. A receivable
and/or payable to brokers for daily variation margin is also recorded
on the Statement of Assets and Liabilities.
Investments in futures contracts may include certain risks,
which may be different from, and potentially greater than, those of
the underlying securities. To the extent the Fund uses futures, it is
exposed to additional volatility and potential losses resulting from
leverage.
The Fund has maintained short Treasury futures contracts to
assist with the management of the portfolio’s interest rate
exposure. During the year ended December 31, 2015, these
Treasury futures contracts had notional values ranging from 1% to
3% of net assets.
Indemnification Under the Trust’s organizational documents,
its officers and trustees are indemnified against certain liabilities
arising out of the performance of their duties to the Trust. In
addition, in the normal course of business the Trust enters into
contracts that provide general indemnities to other parties. The
Trust’s maximum exposure under these arrangements is unknown as
this would involve future claims that may be made against the Trust
that have not yet occurred.

NOTE 2—VALUATION MEASUREMENTS

Various inputs are used in determining the value of the Fund’s
investments. These inputs are summarized in the three broad levels
listed below.
▪ Level 1: Quoted prices in active markets for identical securities
▪ Level 2: Other significant observable inputs (including quoted
prices for similar securities, market indices, interest rates, credit
risk, etc.)
▪ Level 3: Significant unobservable inputs (including Fund
management’s assumptions in determining the fair value of
investments)
The inputs or methodology used for valuing securities are not
necessarily an indication of the risk associated with investing in
those securities.
The following is a summary of the inputs used to value the
Fund’s holdings at December 31, 2015:
LEVEL 1
(Quoted Prices)

LEVEL 2
(Other Significant
Observable Inputs)

$9,411,739,999
—

—
615,614,419

—
—
—
—
—

315,171,614
288,062,144
1,349,585,533
190,808,977
1,877,566,036

14,374,610
—

—
184,724,000

$9,426,114,609

$4,821,532,723

Classification(a)

Securities
Common Stocks(b)
Preferred Stocks
Debt Securities
U.S. Treasury
Government-Related
Mortgage-Related
Asset-Backed
Corporate
Short-term Investments
Money Market Fund
Repurchase Agreement
Total Securities
Other Financial Instruments
Treasury Futures Contracts
Appreciation
Depreciation

(c)

(a)

(b)

(c)

$

781,542 $
(525,653)

—
—

U.S. Treasury securities were transferred from Level 1 to Level 2 during the
year. There were no Level 3 securities at December 31, 2015 and 2014, and
there were no transfers to Level 3 during the year.
All common stocks held in the Fund are Level 1 securities. For a detailed
break-out of common stocks by major industry classification, please refer to
the Portfolio of Investments.
Represents unrealized appreciation/(depreciation).

NOTE 3—RELATED P ARTY TRANSACTIONS

Management fees Under a written agreement approved by a
unanimous vote of the Board of Trustees, the Fund pays an annual
management fee of 0.50% of the Fund’s average daily net assets to
Dodge & Cox, investment manager of the Fund.
Fund officers and trustees All officers and two of the
trustees of the Trust are officers or employees of Dodge & Cox.
The Trust pays a fee only to those trustees who are not affiliated
with Dodge & Cox.
Cross trades Cross trading is the buying or selling of
portfolio securities between funds to which Dodge & Cox serves as
investment manager. At its regularly scheduled quarterly meetings,
DODGE & COX BALANCED FUND ▪
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the Board of Trustees reviews such transactions as of the most
recent calendar quarter for compliance with the requirements and
restrictions set forth by Rule 17a-7 under the Investment
Company Act of 1940. During the year ending
December 31, 2015, the Fund executed cross trades with the
Dodge & Cox Income Fund pursuant to Rule 17a-7 under the
Investment Company Act of 1940.
NOTE 4—INCOME TAX INFORMATION AND
DISTRIBUTIONS TO SHAREHOLDERS

A provision for federal income taxes is not required since the Fund
intends to continue to qualify as a regulated investment company
under Subchapter M of the Internal Revenue Code and distribute
all of its taxable income to shareholders. Distributions are
determined in accordance with income tax regulations, and such
amounts may differ from net investment income and realized gains
for financial reporting purposes. Financial reporting records are
adjusted for permanent book to tax differences at year end to reflect
tax character.
Book to tax differences are primarily due to differing treatments
of wash sales, net short-term realized gain (loss), and Treasury futures
contracts. At December 31, 2015, the cost of investments for federal
income tax purposes was $11,577,698,098.
Distributions during the years noted below were characterized as
follows for federal income tax purposes:
Year Ended
December 31, 2015

Year Ended
December 31, 2014

Ordinary income

$311,803,137
($2.085 per share)

$357,296,853
($2.417 per share)

Long-term capital gain

$452,132,032
($3.049 per share)

($2.020 per share)

Net unrealized appreciation
Undistributed ordinary income
Undistributed long-term capital gain

$3,115,795,334
(445,846,100)
2,669,949,234
3,197,590
152,016,028

Fund management has reviewed the tax positions for open
periods (three years and four years, respectively, from filing the Fund’s
Federal and State tax returns) as applicable to the Fund, and has
determined that no provision for income tax is required in the Fund’s
financial statements.

PAGE

16 ▪ DODGE & COX BALANCED FUND

Pursuant to an exemptive order issued by the Securities and
Exchange Commission (SEC), the Fund may participate in an
interfund lending facility (Facility). The Facility allows the Fund
to borrow money from or loan money to the Funds. Loans under
the Facility are made for temporary or emergency purposes, such as
to fund shareholder redemption requests. Interest on borrowings is
the average of the current repurchase agreement rate and the bank
loan rate. There was no activity in the Facility during the year.
All Funds in the Trust participate in a $500 million
committed credit facility (Line of Credit) with State Street Bank
and Trust Company, to be utilized for temporary or emergency
purposes to fund shareholder redemptions or for other short-term
liquidity purposes. The maximum amount available to the Fund is
$250 million. Each Fund pays an annual commitment fee on its
pro-rata portion of the Line of Credit. For the year ended
December 31, 2015, the Fund’s commitment fee amounted to
$46,840 and is reflected as a Miscellaneous Expense in the
Statement of Operations. Interest on borrowings is charged at the
prevailing rate. There were no borrowings on the Line of Credit
during the year.
NOTE 6—PURCHASES AND SALES OF INVESTMENTS

For the year ended December 31, 2015, purchases and sales of
securities, other than short-term securities and U.S. government
securities, aggregated $2,404,105,515 and $2,555,199,624, respectively.
For the year ended December 31, 2015, purchases and sales of U.S.
government securities aggregated $592,405,701 and $862,581,661,
respectively.

$300,695,968

At December 31, 2015, the tax basis components of
distributable earnings were as follows:
Unrealized appreciation
Unrealized depreciation

NOTE 5—LOAN FACILITIES

NOTE 7—SUBSEQUENT EVENTS

Fund management has determined that no material events or
transactions occurred subsequent to December 31, 2015, and
through the date of the Fund’s financial statements issuance, which
require additional disclosure in the Fund’s financial statements.

FINANCIA L H IG H L I GH T S
SELECTED DATA AND RATIOS
(for a share outstanding throughout each year)

Year Ended December 31,
2015

2014

2013

2012

2011

$102.48

$98.30

$78.06

$67.45

$70.22

2.06
(4.99)

2.03
6.59

1.66
20.30

1.65
10.62

1.62
(2.77)

Total from investment operations

(2.93)

8.62

21.96

12.27

(1.15)

Distributions to shareholders from:
Net investment income
Net realized gain

(2.06)
(3.07)

(2.03)
(2.41)

(1.65)
(0.07)

(1.66)
—

(1.62)
—

Net asset value, beginning of year
Income from investment operations:
Net investment income
Net realized and unrealized gain (loss)

Total distributions
Net asset value, end of year
Total return
Ratios/supplemental data:
Net assets, end of year (millions)
Ratio of expenses to average net assets
Ratio of net investment income to average net assets
Portfolio turnover rate

(5.13)
$94.42
(2.88)%
$14,269
0.53%
2.03%
20%

(4.44)
$102.48

(1.72)
$98.30

(1.66)
$78.06

8.85%

28.37%

18.32%

$15,465
0.53%
2.00%
23%

$14,404
0.53%
1.85%
25%

$12,217
0.53%
2.21%
16%

(1.62)
$67.45
(1.66)%
$12,220
0.53%
2.26%
19%

See accompanying Notes to Financial Statements
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R E P O R T O F I N D E P E N D E N T R E G I S T E R E D P U B L I C A C C O U N T I N G FI R M

To the Trustees of Dodge & Cox Funds and Shareholders of Dodge & Cox Balanced Fund
In our opinion, the accompanying statement of assets and liabilities, including the portfolio of investments, and the related statements of
operations and of changes in net assets and the financial highlights present fairly, in all material respects, the financial position of
Dodge & Cox Balanced Fund (the “Fund”, one of the series constituting Dodge & Cox Funds) at December 31, 2015, the results of its
operations for the year then ended, the changes in its net assets for each of the two years in the period then ended and the financial
highlights for each of the five years in the period then ended, in conformity with accounting principles generally accepted in the
United States of America. These financial statements and financial highlights (hereafter referred to as financial statements) are the
responsibility of the Fund’s management. Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits, which included confirmation of securities at December 31, 2015, by
correspondence with the custodian and brokers, provide a reasonable basis for our opinion.
PricewaterhouseCoopers LLP
San Francisco, California
February 25, 2016
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SPECIAL 2015 TAX INFORMATION
(u naudit e d )

The following information is provided pursuant to provisions of
the Internal Revenue Code:
The Fund designates $197,654,566 of its distributions paid to
shareholders in 2015 as qualified dividends (treated for federal
income tax purposes in the hands of shareholders as taxable at a
maximum rate of 20%).
For shareholders that are corporations, the Fund designates
50% of its ordinary dividends paid to shareholders in 2015 as
dividends from domestic corporations eligible for the corporate
dividends received deduction, provided that the shareholder
otherwise satisfies applicable requirements to claim that deduction.
BOARD APPROVAL OF FUNDS’ INVESTMENT
MANAGEMENT AGREEMENTS AND
MANAGE ME N T FE E S
(u naudit e d )

The Board of Trustees is responsible for overseeing the
performance of the Dodge & Cox Funds’ investment manager and
determining whether to continue the Investment Management
Agreements between the Funds and Dodge & Cox each year (the
“Agreements”). At a meeting of the Board of Trustees of the Trust
held on December 16, 2015, the Trustees, by a unanimous vote
(including a separate vote of those Trustees who are not
“interested persons” (as defined in the Investment Company Act
of 1940) (the “Independent Trustees”)), approved the renewal of
the Agreements for an additional one-year term through
December 31, 2016 with respect to each Fund. During the course
of the year, the Board received a wide variety of materials relating
to the investment management and administrative services
provided by Dodge & Cox and the performance of each of the
Funds.
INFORMATION RECEIVED

In advance of the meeting, the Board, including each of the
Independent Trustees, requested, received, and reviewed materials
relating to the Agreements and the services provided by
Dodge & Cox. The Independent Trustees retained Morningstar®
to prepare an independent expense and performance summary for
each Fund and comparable funds managed by other advisers
identified by Morningstar. The Morningstar materials included
information regarding advisory fee rates, expense ratios, and
transfer agency, custodial, and distribution expenses, as well as
appropriate performance comparisons to each Fund’s peer group
and an index or combination of indices. The Morningstar
materials also included a comparison of expenses of various share
classes offered by comparable funds. The materials reviewed by the
Board contained information concerning, among other things,
Dodge & Cox’s profitability, financial results and condition,
advisory fee revenue, and separate account and sub-adviser fund
fee schedules. The Board additionally considered the Funds’
brokerage commissions, turnover rates, sales and redemption data
and the significant investment that Dodge & Cox makes in
research used in managing the Funds. The Board received and
reviewed memoranda and related materials addressing, among

other things, Dodge & Cox’s services to the Funds; how Dodge &
Cox Funds’ fees compare to fees of peer group funds; the different
fees, services, costs, and risks associated with other accounts
managed by Dodge & Cox as compared to the Dodge & Cox
Funds; and the ways in which the Funds realize economies of scale.
Throughout the process of reviewing the services provided by
Dodge & Cox and preparing for the meeting, the Independent
Trustees found Dodge & Cox to be open, forthright, detailed, and
very helpful in answering questions about all issues. The Board
received copies of the Agreements and a memorandum from the
independent legal counsel to the Independent Trustees discussing
the factors generally regarded as appropriate to consider in
evaluating advisory arrangements. The Trust’s Contract Review
Committee, consisting solely of Independent Trustees, met with
the independent legal counsel on November 11, 2015, and again
on December 16, 2015, to discuss whether to renew the
Agreements. The Board, including the Independent Trustees,
subsequently concluded that the existing Agreements are fair and
reasonable and voted to approve the Agreements. In considering
the Agreements, the Board, including the Independent Trustees,
did not identify any single factor or particular information as allimportant or controlling. In reaching the decision to approve the
Agreements, the Board considered several factors, discussed below,
to be key factors and reached the conclusions described below.
N A T U R E , Q U A L I T Y , A N D E X T E N T O F T H E SE R V I C E S

The Board considered that Dodge & Cox provides a wide range of
services to the Funds in addition to portfolio management and that
the quality of these services has been excellent in all respects. The
extensive nature of services provided by Dodge & Cox has been
documented in materials provided to the Board and in
presentations made to the Board throughout the year. In
particular, the Board considered the nature, quality, and extent of
portfolio management, administrative, and shareholder services
performed by Dodge & Cox. With regard to portfolio management
services, the Board considered Dodge & Cox’s established longterm history of care and conscientiousness in the management of
the Funds; its demonstrated consistency in investment approach
and depth; the background and experience of the Dodge & Cox
Investment Policy Committee, International Investment Policy
Committee, Global Stock Investment Policy Committee, Fixed
Income Investment Policy Committee, and Global Bond
Investment Policy Committee, and research analysts responsible
for managing the Funds; its methods for assessing the regulatory
and investment climate in various jurisdictions; Dodge & Cox’s
overall high level of attention to its core investment management
function; and its commitment to the Funds and their shareholders.
In the area of administrative and shareholder services, the Board
considered the excellent quality of Dodge & Cox’s work in areas
such as compliance, legal services, trading, proxy voting,
technology, oversight of the Funds’ transfer agent and custodian,
tax compliance, and shareholder communication through its
website and other means. The Board also noted Dodge & Cox’s
diligent disclosure policy, its favorable compliance record, and its
reputation as a trusted, shareholder-friendly mutual fund family. In
DODGE & COX BALANCED FUND ▪
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addition, the Board considered that Dodge & Cox manages
approximately $185 billion in Fund assets with fewer professionals
than most comparable funds, and that on average these
professionals have more experience and longer tenure than
investment professionals at comparable funds. The Board also
noted that Dodge & Cox is an investment research-oriented firm
with no other business endeavors to distract management’s
attention from its research efforts, and that its investment
professionals adhere to a consistent investment approach across
the Funds. The Board further considered the favorable stewardship
grades given by Morningstar to each of the Funds and the “Gold”
analyst rating awarded by Morningstar to all of the Funds except
the Global Bond Fund. The Board concluded that it was satisfied
with the nature, extent, and quality of investment management
and other services provided to the Funds by Dodge & Cox.
INVESTMENT PERFORMANCE

The Board considered short-term and long-term investment
performance for each Fund (including periods of outperformance or
underperformance) as compared to both relevant indices and the
performance of such Fund’s peer group. The Board noted that the
Funds had weak absolute and relative performance in 2015, but
remained solid performers over longer periods. The Board
determined after extensive review and inquiry that Dodge & Cox’s
historic, long-term, team-oriented, bottom-up investment approach
remains consistent and that Dodge & Cox continues to be
distinguished by its integrity, transparency, and independence. The
Board considered that the performance of the Funds is the result of
a team-oriented investment management process that emphasizes a
long-term investment horizon, comprehensive independent
research, price discipline, low cost and low portfolio turnover. The
Board also considered that the investment performance delivered
by Dodge & Cox to the Funds appeared to be consistent with the
relevant performance delivered for other clients of Dodge & Cox.
The Board concluded that Dodge & Cox has delivered favorable
long-term performance for Fund investors consistent with the longterm investment strategies being pursued by the Funds.
COSTS A ND ANCILLARY BENEFITS

Costs of Services to Funds: Fees and Expenses. The Board
considered each Fund’s management fee rate and expense ratio
relative to each Fund’s peer group and relative to management fees
charged by Dodge & Cox to other clients. In particular, the Board
considered that the Funds continue to be substantially below their
peer group median in expense ratios and that many media and
industry reports specifically comment on the low expense ratios of
the Funds, which have been a defining characteristic of the Funds
for many years. The Board also evaluated the operating structures
of the Funds and Dodge & Cox, noting that the Funds do not
charge front-end sales commissions or distribution fees, and
Dodge & Cox bears, among other things, the significant cost of
third party research, reimbursement for recordkeeping and
administrative costs to third-party retirement plan administrators,
and administrative and office overhead.

PAGE

20 ▪ DODGE & COX BALANCED FUND

The Board noted that expenses are well below industry
averages. When compared to peer group funds, the Funds are in
the quartile with the lowest expense ratios. The Board also
considered that the Funds receive numerous administrative,
regulatory compliance, legal, technology and shareholder support
services from Dodge & Cox without any additional administrative
fee and the fact that the Funds have relatively low transaction
costs and portfolio turnover rates. The Board noted the Funds’
unusual single-share-class structure and reviewed Morningstar data
showing that the few peer group funds with lower expense ratios
often have other share classes with significantly higher expense
ratios. In this regard, the Board considered that many of the Funds’
shareholders would not be eligible to purchase comparably-priced
shares of many peer group funds, which typically make their lowerpriced share classes available only to institutional investors. The
Board determined that the Funds provide access for small investors
to high quality investment management at a relatively low cost.
The Board reviewed information regarding the fee rates
Dodge & Cox charges to separate accounts and subadvised funds
that have investment programs similar to those of the Funds,
including instances where separate account and sub-advised fund
fees are lower than Fund fees. The Board considered differences in
the nature and scope of services Dodge & Cox provides to the
Funds as compared to other client accounts, differences in
regulatory, litigation, and other risks as between Dodge & Cox
Funds and other types of clients. The Board also noted that
different markets exist for mutual fund and institutional separate
account management services. With respect to non-U.S. funds
sponsored and managed by Dodge & Cox that are comparable to
the Funds in many respects, the Board noted that the fee rates
charged by Dodge & Cox are the same as or higher than the fee
rates charged to the Funds. After consideration of these matters, the
Board concluded that the overall costs incurred by the Funds for
the services they receive (including the management fee paid to
Dodge & Cox) are reasonable and that the fees are acceptable based
upon the qualifications, experience, reputation, and performance of
Dodge & Cox and the low overall expense ratios of the Funds.
Profitability and Costs of Services to Dodge & Cox;
“Fall-out” Benefits. The Board reviewed reports of
Dodge & Cox’s financial position, profitability, and estimated
overall value, and considered Dodge & Cox’s overall profitability
within its context as a private, employee-owned S-Corporation
and relative to the favorable services provided. The Board noted in
particular that Dodge & Cox’s profits are not generated by high fee
rates, but reflect an extraordinarily streamlined, efficient, and
focused business approach toward investment management. The
Board recognized the importance of Dodge & Cox’s profitability—
which is derived solely from management fees and does not
include other business ventures—to maintain its independence,
stability, company culture and ethics, and management continuity.
The Board also considered that the compensation/profit structure
at Dodge & Cox includes a return on shareholder employees’
investment in the firm, which is vital for remaining independent
and facilitating retention of management and investment
professionals. The Board considered independent research

indicating that firms that grow organically, rather than through
acquisition, tend to have better performance. Key to organic
growth is the ability to retain talented and experienced analysts,
portfolio managers and other professionals.
The Board also considered that in January 2015,
Dodge & Cox closed the International Stock Fund to new
investors to pro-actively manage the growth of the Fund. The
Stock Fund and Balanced Fund were similarly closed to new
investors during periods of significant growth in the past. While
these actions are intended to benefit existing shareholders, the
effect is to reduce potential revenues to Dodge & Cox from new
shareholders. The Board also considered potential “fall-out”
benefits (including the receipt of research from unaffiliated brokers
and reputational benefits to non-U.S. funds sponsored and
managed by Dodge & Cox) that Dodge & Cox might receive as a
result of its association with the Funds and determined that they
are acceptable. The Board also noted that Dodge & Cox continues
to invest substantial sums in its business in order to provide
enhanced services, systems and research capabilities, all of which
benefit the Funds. The Board concluded that Dodge & Cox’s
profitability is the keystone of its independence, stability and longterm investment performance and that the profitability of
Dodge & Cox’s relationship with the Funds (including fall-out
benefits) is fair and reasonable.
E CO N O MIE S O F SCA L E

The Board considered whether there have been economies of scale
with respect to the management of each Fund, whether the Funds
have appropriately benefited from any economies of scale, and
whether the management fee rate is reasonable in relation to the
Fund assets and any economies of scale that may exist. In the
Board’s view, any consideration of economies of scale must take
account of the Funds’ low fee structure and the considerable
efficiencies of the Funds’ organization and fee structure that has
been realized by shareholders from the time of each Fund’s inception
(i.e., from the first dollar). An assessment of economies of scale must
also take into account that Dodge & Cox invests significant time
and resources in each new Fund for months (and sometimes years)
prior to launch; in addition, expenses are capped, which means that
Dodge & Cox earns no revenue and subsidizes the operations of a
new Fund for a period of time until it reaches scale.
In addition, the Board noted that Dodge & Cox has shared
economies of scale by adding or enhancing services to the Funds
over time, and that the internal costs of providing investment
management, up-to-date technology, administrative, legal, and
compliance services to the Funds continue to increase. For
example, Dodge & Cox has increased its global research staff and
investment resources over the years to address the increased
complexity of investing in multinational and non-U.S. companies.
In addition, Dodge & Cox has made substantial expenditures in
other staff, technology, cybersecurity, and infrastructure to enable
it to integrate credit and equity analyses and to be able to
implement its strategy in a more effective and secure manner. Over
the last ten years, Dodge & Cox has increased its spending on
third party research, data services, trading systems, technology, and
recordkeeping service expenses at a rate that has significantly
outpaced the Funds’ growth rate during the same period.

The Board considered that Dodge & Cox has a history of
voluntarily limiting asset growth in several Funds that experienced
significant inflows by closing them to new investors in order to
protect the Funds’ ability to achieve good investment returns for
shareholders. The Board also observed that, even without fee
breakpoints, the Funds are competitively priced in a very
competitive market and that having a low fee from inception is
better for shareholders than starting with a higher fee and adding
breakpoints. The Board concluded that the current Dodge & Cox
fee structure is fair and reasonable and adequately shares
economies of scale that may exist.
CONCLUSION

Based on their evaluation of all material factors and assisted by the
advice of independent legal counsel to the Independent Trustees,
the Board, including the Independent Trustees, concluded that the
advisory fee structure was fair and reasonable, that each Fund was
paying a competitive fee for the services provided, that the scope
and quality of Dodge & Cox’s services has provided substantial
value for Fund shareholders over the long term, and that approval
of the Agreements was in the best interests of each Fund and its
shareholders.
FUND HOLDI NGS

The Fund provides a complete list of its holdings four times each
fiscal year, as of the end of each quarter. The Fund files the lists
with the SEC on Form N-CSR (second and fourth quarters) and
Form N-Q (first and third quarters). Shareholders may view the
Fund’s Forms N-CSR and N-Q on the SEC’s website at sec.gov.
Forms N-CSR and N-Q may also be reviewed and copied at the
SEC’s Public Reference Room in Washington, DC. Information
regarding the operations of the Public Reference Room may be
obtained by calling 202-551-8090 (direct) or 800-732-0330
(general SEC number). A list of the Fund’s quarter-end holdings is
also available at dodgeandcox.com on or about 15 days following
each quarter end and remains available on the website until the
list is updated in the subsequent quarter.
PR OX Y VOT I NG

For a free copy of the Fund’s proxy voting policies and procedures,
please call 800-621-3979, visit the Fund’s website at
dodgeandcox.com, or visit the SEC’s website at sec.gov.
Information regarding how the Fund voted proxies relating to
portfolio securities during the most recent 12-month period ending
June 30 is also available at dodgeandcox.com or at sec.gov.
HOUSEHOLD MAI LI NGS

The Fund routinely mails shareholder reports and summary
prospectuses to shareholders and, on occasion, proxy statements.
In order to reduce the volume of mail, when possible, only one
copy of these documents will be sent to shareholders who are part
of the same family and share the same residential address.
If you have a direct account with the Funds and you do not
want the mailing of shareholder reports and summary prospectuses
combined with other members in your household, contact the Funds
at 800-621-3979. Your request will be implemented within 30 days.
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DODGE & C O X FU NDS — E X E C U T I VE OF F I C ER & T R UST EE I NFOR M AT I ON
Name (Age) and
Address*

Position with Trust
(Year of Election or
Appointment)

Principal Occupation During Past 5 Years

Other Directorships Held by Trustees

INTERESTED TRUSTEES AND E XECUTIVE OFFICERS
—
Charles F. Pohl (57) Chairman and
Chairman (since 2013), Co-President (2011-2013), Senior Vice President
Trustee
(until 2011), and Director of Dodge & Cox; Chief Investment Officer, Portfolio
(Officer since 2004) Manager, Investment Analyst, and member of Investment Policy Committee
(IPC), Global Stock Investment Policy Committee (GSIPC), International
Investment Policy Committee (IIPC), and Fixed Income Investment Policy
Committee (FIIPC)
—
Dana M. Emery
President and Trustee Chief Executive Officer (since 2013), President (since 2011), Executive Vice
(54)
(Trustee since 1993) President (until 2011), and Director of Dodge & Cox; Director of Fixed
Income, Portfolio Manager, and member of FIIPC and Global Bond
Investment Policy Committee (GBIPC)
—
John A. Gunn (72) Senior Vice President Chairman Emeritus (2011-2013), Chairman (until 2011), Chief Executive
(Officer since 1998) Officer (until 2010), and Director (until 2013) of Dodge & Cox; Portfolio
Manager and member of IPC, GSIPC (until 2014), and IIPC (until 2015)
—
Diana S. Strandberg Senior Vice President Senior Vice President (since 2011), Vice President (until 2011), and Director
(56)
(Officer since 2006) (since 2011) of Dodge & Cox; Director of International Equity (since 2009),
Portfolio Manager, Investment Analyst, and member of IPC, GSIPC, IIPC,
and GBIPC
David H. Longhurst Treasurer
Vice President and Assistant Treasurer of Dodge & Cox
—
(58)
(Officer since 2006)
Thomas M. Mistele Secretary
Chief Operating Officer, Director, Secretary, Senior Counsel (since 2011),
—
(62)
(Officer since 1998) and General Counsel (until 2011) of Dodge & Cox
Vice President (since 2011) and Chief Compliance Officer of Dodge & Cox
—
Katherine M. Primas Chief Compliance
(41)
Officer
(Officer since 2009)
INDEPENDENT TRUSTEES
—
Thomas A. Larsen Trustee
Senior Counsel of Arnold & Porter LLP (law firm) (since 2013); Partner of
(66)
(Since 2002)
Arnold & Porter LLP (until 2012); Director of Howard, Rice, Nemerovski,
Canady, Falk & Rabkin (1977-2011)
Ann Mather (55)
Trustee
CFO, Pixar Animation Studios (1999-2004)
Director, Google, Inc. (internet information
(Since 2011)
services) (since 2005); Director, Glu Mobile,
Inc. (multimedia software) (since 2005);
Director, Netflix, Inc. (internet television)
(since 2010); Director, Arista Networks (cloud
networking) (since 2013); Director, Shutterfly,
Inc. (internet photography services/publishing)
(since 2013)
Robert B. Morris III Trustee
Advisory Director, The Presidio Group (since 2005)
—
(63)
(Since 2011)
Director, Northrop Grumman Corp. (global
Gary Roughead (64) Trustee
Annenberg Distinguished Visiting Fellow, Hoover Institution (since 2012);
security) (since 2012)
(Since 2013)
Admiral, United States Navy (Ret.); U.S. Navy Chief of Naval Operations
(2008-2011)
Mark E. Smith (64) Trustee
Executive Vice President, Managing Director—Fixed Income at Loomis Sayles
—
(Since 2014)
& Company, L.P. (2003-2011)
John B. Taylor (69) Trustee
(Since 2005)
(and 1995-2001)

Professor of Economics, Stanford University (since 1984); Senior Fellow,
Hoover Institution (since 1996); Under Secretary for International Affairs,
United States Treasury (2001-2005)

—

* The address for each Officer and Trustee is 555 California Street, 40th Floor, San Francisco, California 94104. Each Officer and Trustee
oversees all six series in the Dodge & Cox Funds complex and serves for an indefinite term.
Additional information about the Trust’s Trustees and Officers is available in the Trust’s Statement of Additional Information (SAI).
You can get a free copy of the SAI by visiting the Funds’ website at dodgeandcox.com or calling 800-621-3979.
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Balanced Fund
dodgeandcox.com
For Fund literature, transactions, and account
information, please visit the Funds’ website.
or write or call:
D O D G E & CO X F U N D S

c/o Boston Financial Data Services
P.O. Box 8422
Boston, Massachusetts 02266-8422
(800) 621-3979
INVESTMENT MANAGER

Dodge & Cox
555 California Street, 40th Floor
San Francisco, California 94104
(415) 981-1710

This report is submitted for the general information of the shareholders of the Fund. The report is not authorized for distribution
to prospective investors in the Fund unless it is accompanied by a current prospectus.
This report reflects our views, opinions, and portfolio holdings as of December 31, 2015, the end of the reporting period.
Any such views are subject to change at any time based upon market or other conditions and Dodge & Cox disclaims any
responsibility to update such views. These views may not be relied on as investment advice and, because investment decisions
for a Dodge & Cox Fund are based on numerous factors, may not be relied on as an indication of trading intent on behalf of
any Dodge & Cox Fund.

