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Pear Cadar Funad Parmers
199 wias a very disappadnting yoae for the Cedar Fund and for vs, your general parmers, personafly,. The fund lost @ 3%
enmipared 1o & 21% inerease for the S&F SO0 indry tnd 27 3%, foe the Diow Jones Tha valua of a Cadar Fund

unit decreased 1o $1414 from SE557 the previous year. The decking i similar to the 8.9% drop suffered in 1990 and the
worsl in the elevencyear history of the Cedar Euclyof the poor performancs was due tea 20 drop in Berkshire
Hathaway slock, giving haek some of the 106%, gain it achicved in the two prior pears.

Berkshir Hathaway

Ii hiz anewsal report ko sharcholders, Chainmian Warren Bulfott confessed, “We hiad the worst absolute pecformance of my
fevure il companed b e S6&F, the worst relative periommance as well. Relative resaulls are what concern us: Chver tine,
bad refative numbers will produee ansatsfactory absolute ressalts, Bven Inspoctor Cleuseaw could Gnd last year's gailty
party: youir Chairman.”™ This i bypical Boffett: self-deproviating snd taking the blame personally, which we think iz
probahly a bil overdone.

Thiert were twio main. difficulties at Berkahire ladl year o flat poore for the poctfolio of publc stocks and poar busimesa ol
Gieneral Be Otherwise, the company is quite heaithy with soveral important core bosinesses growing ab more than 200
per year. The public stocks 45 o whode showed Hithe change i value for the year while the Sl S0 was up 2157 Biuffed!
oretied the door alighily mmlrinmm of his “permaient” tore stocks if they become anaftractive ad bustnesse when hi
gays “owe havent yet soaled back our partfolbo in o major way (emphasts oas). Baffett onoe referred to these cono
slocks of Coke, Cillette, Froddie Mac and the Washington Posi as “inevitabdes™ (will nevor bo sodd), but they may not be
a5 incyitable as they onos were.

General Be. Buffed says, “Had an exceptionally poor enderwrl dng yeas i 199% .. Our business wag exmamely
unaderpriced, both domestically and inlnrnahnml?,'a conaditice that is improving but nol el corrected. ™ General Re, one
of the world's three largest reinsurer of eatssbrophic insurance and Berkshire's larpest operabing business, is also
expeneing some management problens. Wiile Butielt does nol take the General B managers to the woosdshed
publichy, in typocal B Metk fashion his sience (shsence of prased on them s dealening, Al the other Beckshice maragers
received heaps of compliments. On the positive side, there are a numbier of éncoursging sgris st Berkshme:

* TPasmde oar kst vear,,..” Buffeft !ﬂr{.'; =1 fhat the gain 1n Berkshire's intrinsic valee pyer the nest
the gain from owning the 55T hasis aursl” This i3 saving quite o Tot since the S&T is
nat really an index but mther o managed portfolin of superiar Buisinesaes thot are nimber one or two in thele industry,

* For the frst time ever, Berkshire may buy back stock “when wo think it's |y ualerpriond lemphasis
ourd).” Bulfett hints that could uﬁnﬁﬂ L000 peer share or lower, T Buffett thinks itre in a good buy, then vwe
think itshould remaln a8 a solid holding in the Cedar Fund. Berkshire traded ab its bowest price selafive o boak
vl i serenieen Vears. e estinate is that the stock s werth dose 1o pier thare,

* Several of Berkshire's major businvesses are growing rapidly, Cuiog, the svcond bargest business, is growing saomed
prreminms al 1% per vear and the growth rafe continees to domb, Four yedrs ago Ue direct markeling auko insurer’s
; ﬁm’&ll’ﬂ‘lﬂ'ﬁ'ﬁ oy 10.%5% amd has growmevery year since, Mew insurance polices grew by ZL5%. Repn_w_nl:i.ﬁi

ird of Berkshire's insurance business, mule irsurance is the fastest growing part of that segment. Geico i the thi
Iargest putn insurer inthe [0S,

* Avinfion Services revenmes grew LIS 3% [ast year. One m:l’ﬁrlwllanﬂ. Executve Jet will growe revenuss by 25% 8
ear for the nesct fve years. The private pt Hmeshare service go plobal becoming one of Beckshirs's largest
NE LT

W arv comiortable with our heiding in Berkshire Hathmway and believe it offers ane of the best places to keop our
irvdestment, pecially if the coconomy beging to show weaknems and the stock market tuma down,



Teen My Flanls

T e il s weee nddled bo the Cedar Fund postfolse s pear Selected Amenon and Lege Masan Vilue
Trusl  They edplace UAd FPA Crigoen| and Beer Besenbsng 105 Seal Cap Fund whicly wore o iminated becaise of
underperformanee. Cne peason bath of the new funds wene selected is betmese 0F o willmgniess o incledr | ¥
sz iher vestments. Deth beve beatin the 58T S inde awer the past Fve yeass and are veloe manages wil
strategies resembling growth stack managers. The major indes funds have deme better than adtive managers for the past
Liwe veas or sy, When active managen s hut culperforming e inckces, mm should eventually bapoen then B lvg
funds should show =ven betier retorms.

Sabeched Ameriean & nin by L'hl'lﬂ'p]'l:ﬂ!' Dhuress vt whirrks, ooy wilh bk fathie Shelby, an éscellent mandy Bninaor fos
AT AT 'T'Iu-h.n'd Juit it Fr-u-g.lﬂt A g ol TF1E e e, n]il-hllg,- b By thia 1e SR P REL  Sellex bedd Afrarkcan o a
nilogd clone of the Dpws WY Ventuee, 2 pad fund,

Willkxm: il er ﬂ.lﬁilm\'%.‘hﬂmtmw il.-lntmi.n;:l:t,ﬂumuhul fiind rating Serdioe, as m,;ur.u!’ﬂh
yeaw im 1599 AiBor sutperformed e 5837 30 for an inprecedenied nane stragght years. furd s nlws wery lax
et Bcheit bemuie of A ted ency b held sbocks for a long linse. Bdiber ek sncubcarmy abrdite to “think outslds tee oec”

Harfam Fartns
Harfem Parters, our parknership of money imanagers, deelined 5398 for fe year,  Horfmy's primaerne oo gees and
their resialts agt yome ane
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W are I foe yorur welllingres: to see iy esting e o long sterm proces and vour patiene o de ok e dbfcult
vEARE are @ sammnry of Ceiar Fumd peciormane s e 1999 Cedar Fumf foareis! statemerts winch were

bt b th CA, firm Oive. Thie Indians Securities Diviiion saguires that Pert I of Fomm ADV . Investen A vicor
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