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The Cedar Fund incressed 26,8490 in 19594, & shode off the 28.6% for the S&P 3 indm; 'Iht.':ad-rFl.n'dhuEmwn-ﬂ:
pate 0F 20.9%, per yosT siron it sarted ten years sgo. The valoe of a Cedar Pund wmil incressied o 3155 rom $1,129 2 yeas
earlier. The nnwt striking charocheristic of the sback made! last vear is how o few large, mostly technology, campanies
wers ible for mnst of the markels gain (chart belew), I addition, the | compary the bettor the stock.
pecionmed,  Somall compes conbinue be undarperform the ket as ey haye tor seveml vears.

B33% Masdag 100 LI.rE! mh;_ﬁr
Tec

ﬁﬁﬁ HI-HI-HI] alogy

TRAS | S S Large oompany
R0 Do Jodes Lafge comipary
L% Russell 3001 Sevall cosnggamy

“I i i £ b roalize that iho strang poriocmaies of the stock markel” in 1993, scootding to Eric Ende of the FPA
rwibuiak bunds, “was driven by & Liny growp of compames, many echoology related, which had extracrdinary gains. The
ten largeat S 500 ermmpandes were up 383 in 15 - mhmﬁﬁteﬁt?nmmhtup« The ton Liepecr
Minala g companiin, wp 5% i 1998, new account fur 900 of that inde’s market cap. Viewed slighily differently, Ellcen
companies accounbed fur over hald of the 2P gen in 1995, whale only tea comparnies produced over buo-Ehirds of fne
Fen=hai s gain,” ]

Pecause of their wnderperiommance, small stocks am cumently andevvalied o the entire markel. Thersfone, we ane
increasing slightly our cormitmesnt i the small cap muteal funds o the Cedar Fund, incleding o N O, f
Partmars Small Eq:hmdmbgh{mniﬁwm of Memphis, T, About 155 of thir Cedur Fund b puow i s n:?:
stocks, Wi elisrinated Mulusl ery fund becaiise it long-time manager Michasl Price: retined ond becius the funn
i simgdy foo lasge fo ochieve decent reburna. The Mutus] Series proup has swelléd to nearly $20 billion in ssem.

Taor the fingt timie, Berlshime !‘[pl;]u.mymnh-{ur}uﬂdﬂu Cedar Fuml Thisis the resiaft of e ssomous s af
ﬂﬂhhﬂ'ﬁlbm:h:rlhumﬁﬂprmnnlhmtafnuqrﬁrluph While we nrefer ant o have sichoa
eoncentration in one poation. Warren Buftert s smply the best money managar in zmﬂ,jfe_vm_ld,;ﬁ have him

i i We will contirse by monitor very closefy the investing sctivities of Bufiet! and 'H-nl.'ﬂtlranun‘a-rr
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Tiprhoshire Hathaway

Summary of Operations — Feriahoe Hnthoway soorod 525 this past yoar accouninp for mast of the meresse i Cedar

Furd's valae. Berkshire scquired two signilicant comipanles 1as1 year, Cereral Be Comp., the largest propesty-cas £t

rerrmumer in the 115 wikh operations in 134 conniries, and Frecotive et Avialion, w hich ==ils froctiomal shares of et and
Hhﬂﬂt’f!ﬂihﬂlﬂ{_ﬂlﬂm Pinfhett raifcl the buntnesses “oweeed my hopes” and “GEICO, onco a

shot the lights out.™  The public squity portiolin, ver, “diil nin perform nearly 26 wiell as did the Sk 5007
Berksluime has lange nuvestment postiens moseveral magos pubdic compamss, It owres 112 of American [
slightiv), 8% of Coca Cola, 87, of Gilkete, 175 of the Washingion Post &l thoee unchamged) and 55 of I Hame
Loan Mertgege Corp. (down slighily].

The Chatrman Speaks — En his 1955 anmo sl report, just relessed, Boffel offers the Blowing ddbits

» Cash s §1% billion, The umsusl siee 15 awaiting & large anquasibion bal beeaess of high equity preces “we see nothung
o the hoeiron ™ “Cash never makes us hagpy, Bt it is beitew 10 hinve e money tu;mng?bu# Perkshins's pocket
than resting comifortably in someone else's.



» Lofling MelPonaids was s very bip mistake ™ e stock hos reen B2 7% aines |, C10E “Here [ noed to make a
condesston (ugh't The v actions [ took in 1998 actoally dectessed our gain for the year. You wiuld hive beon
better aff laat vear if | hed regualardy snuck off 1o the movies during market boies.”

= Baulfei “the sdtitude of disres thal many executives have Wnday for accurate reporting is » busines disgrace”
He cribicized the efforl to muni[.mLﬂ.hF:‘:nh;s by reperting big opc-time restructuring charges, a5 well as the fulure o
report honestly the expense of irsuing stock options,

The View of an Quisider — Buffott's megabive tong on the stock, market and Herkshire's pros pects should be viewed in
light of his habit of getting low expeciatioms.. One analyst seys the powerbiouse of Eurkﬂiﬂ GERCCE, the direct
marketing auto inaurer, whach slong with other insurance opeeations account for BT of Beckshare's revernges, This
makes Berkshire “possibly the most talked-about and the Feast onderstood company in the wosrld,” according to the
analyal, who sees it niose 3586 sorance than & "":'H"JIF conipuny, GEIOO market shane (5 ecpected to chimb from 3.5%
now to 13.5% in ter years, second only ho State Fam. The analyst, who is the first from 8 msjor Wall Street Sirm to be
irvvited by Barffett o sxamine the campony, seppests that Berkehies s enrrently undervaloed ot $70,000. The stock (=
veneth eloaey o $05 000 por shate

Harfam Fartnery
Harfam Partners, our investmid partnonship of money mandgers, increseed 17.3% for the vear,  Harfam's pritnary
i and fhwir resu 6 Tst yiss s
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Fnctoged weith Hhis lettor b n prolfile of the Codai Pard with owde sdommuation o e manoges aod the paat e
of the fund. Also encloeed is the 1998 Cedar Fund financial report, prepated by the CTA frrm of Ceou §. Oive & Co. We
appreciste vour confidence in allowing us to manage vour monscy in the Cedar Fund.

The Indinnn Securities Division reqedres that Part I of Foom ATV, Investiment Advisor Regismafion be mad2 available to
inveders. Upon yoor written request, we will provide you with s copy of Form ALY,
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Edward 5. Hariw, Presndend Dlavid F. Harper, Viee President Mark W, Harrig, Sec.-Frds.
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