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The Cedar Fund Increased 27.1% in 1997, This was belilnd the 33.5% for the 5&P 500
index but ahead of the 25.4% for the Dow Jones Industriais. The Cedar Pund hos grown
At g rate of 20029 per vear since If siurted nine years ago. The value of 3 Cedar fund
unit ingreased 1o 3122 940 from $96, 704 a year sarlier,

For the Tirst time in listory, the stock mmarket scored three consecutive years of gajm
nicre than 70%. The greatest bull marker i modern history is contimuiog its run inte
1998 with the S&P 500 up aboul 8% throagh i-ebmarv and Berkshire Hathavwmy stock up
i

These are all reasons for contimued caution. Tihis is also the reason we favor managers
wie imvest by the concept of amargin: of  safely, ie. hl.l}'mg stiecka thal are selling ar
g dwm:m: fo A standard nf walue, This 15 &n bmg:anrmnl.‘ WY THEnasery foduce el risks.
Inierestingly,; Warren Tudlett believes Uhis trair 15 not leamed but rather is an arrinige
that an individoal soeims: (o possess

All our managers follow the margin -::lfs:lm:} a5 they seol the intrinsdc valoe of
companies. Warren Bulfett of Beckshive Hathaway, our latgest holding, values
companies by calculating the future siream: of carnimes discounted fo the present,
William Ruane of the Sequoia Fund, a long-time friend-of Buffei’s. looks at the price o
bk wathue ratio of companies that dre selling bess than the market as 4 whole and less
than thelr industry peers. TPA Capital's Robert Roclel puer carrles the Towest average
price sarmings ritie of all our managers, nearly 309 below the market average. His
colleapue Stove Romick of the FA Crescent I’nrlluhn cale ulates the down-side risk in
the stock price of his companies before he looks at the potential for growth,  Twesdy
Browne and Mutual Discovery's Michael Price teid to Jook at the assot values of
companies and buy at a disconnt from that. Bars Rpsenberg's US. Small Cap Fond does
complex computer modeling to uncover firms that are undervaloed. This dtention 1o
risk: management by our managers ix che best proftection against & skock market dectiie.

This emphasis on acive managers ind the marpin of safety poluts oot another
advantage of the Cedar Fund. Long term, the Cedar Fund i3 funning about 1% abead of
the &P 500 ndex; 5o why ot by an in diex Fund instead of the Cedar Fund? Since index
funds are passively managed, there is nooway to avold a mirket dewntien.  Activee
managers using the margin of safety, on the athér hand, can selocr stocks less
valnorable o a marker decline, Thas, the Cedar Fund has all the benefits of ab index

Func wWith Jess risk.
Harlum  Partoers

Harlam Pariners, our invesiment parsnership of money managers, increased 4760 (o
the vear, a shade better than Cedar Fund, Ruane Cunniff soared 45.3% aided b a 3EF
Pl‘-'ﬂtmn in Berkshire. Ruane Cunaifl also runs the Sequoia Fond.  Steel Partners, a
nilero cap manaper, bad the lrpest Increase at 489, although the gan camd Lirgely in
just dne or two SIOcks that were mkm_-w.-r_ EATReTs. umr af the restof the pordolio,



especially in prior years, was just average; therefore, we termunated Steel Fartngrs.
Harfam's primary managers and their resules lase year are;

45 30 Ruane Cunniff
2.7 Tom Russo

1R.TH4 Emerald Parmers
H % Sweel Partners 11

Finally, thore 18 ane housekeeping matter. The current Cedar Fund unit value of
§122.940 seems 2 hir unwieldy, so effective January 1 we are splitiiong the value of a anit
by 100 10 1 o a new unit of $1,229.40. There is no change in the value of your
investment sioce the decrease in the value per unit is-offsel by an increass (o the
number of ol unlts, Sor of like trading in a 5100 bill for coe hueadred $1 bills, Flease
call us if yvou have any quoestions about this change or any other aspect of the Cedar
Fragid.

Enclosed with this letter i5 additonal information on the Cedar Fund. Aleo enclosed is
the 1997 Cedar Func! financial repary, prepared by the CPA firm of Gea. S Ofive & Co. We
thank you for your invesiment in the Cedar Fund.

HARRIS HARFER COUNSEL, INC., General Fartner

Sl b 00 9F e b

Belward 5. Harris, Fres, David F. [farper. Vice Fres. Mary W. Harris,

The Codar Fupd is a limired parmership operated by the general manager Harris Harper Course],
Inc., a Registered Investment ddviver.
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Cedar Fund Returns
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Cedar Fund Managers

Crecember A1, 1887

. Eatkehing Hatbwaway 42 1%
B Hartam Patners 31.7%
P Capital 5 2%
Elomer 745

Bl cosn o5

| MANAGER Amouwnt
Bashin Hihiway | 84462000
| Haearn Parinnes | gaa47ma
A Copital 960,115
| LiAM FPA Cipssen SUTEE
“LArpDE g R RS
Ty Srowne Giohey | $231 209
Mizmal Biscoveny M Dy
S LS, Small Cap $99.630
ot S
"Cowed (B0 553,196

TITAL

% Tolal|
2.9
1.7

ot
1 9
11%
2.8t
2
oo

16HTS

R . o i

%% of

AVG. AMNUAL RETURN | Price % of Avg.
997 & Yoors 10 Years /Boek S&F  PE  S&P
T, FH5% b | 2 0% oS Fdi,
2.5 16,095 A Ty W Fildy
17T PETW 220% | 20 % 1856 7w
o 1,5 23 A M5 U
a2re 2w 1eas | oAz % 3 i
it % 2 S 2t i
228% ETR az Mm% 243 6a0%
0.6 243 32 ¥ 234 BO%

MornBiar
fating |

&

(TR 2
L LR =
L LA L.
L e kb
L L L o

gl



