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Berkshire Hathaway Inc. (BRK’A - $809,350 - NYSE) “Turn the Page”
Year B/V Per “A” P/B

2027P $583,200 1.4x Dividend: None Current Return: Nil

2026P 533,200 1.5 Common Shares “A”: 0.5 billion (a)

2025E 485,000 1.7 «“ “O“B” 1.3 Y )

2024A 451,501 1.8 52-Week Range “A” Shares: $812,855 - $601,500

(a) One Class “A” Share can be converted into 1,500 “B” Shares. Class “A” Shares have 10,000 votes per share.
(b) Warren Buffett owns 206,539 of “A” Shares and 951 “B” Shares.

COMPANY OVERVIEW

Berkshire Hathaway Inc., based in Omaha, NE is a holding company for a diverse group of operating subsidiaries
including insurance, freight rail transportation, utilities and energy, finance, services and retailing. The subsidiaries
operate in an autonomous fashion, while investment and capital allocation decisions are managed by Warren Buffett
(94) and Greg Abel (62) supported by investment managers Todd Combs (54) and Ted Weschler (62). Vice-
Chairman, Ajit Jain (73) overseas risk capital for the insurance operations. As of December 31, 2024, since 1965, the
firm had an annual compounded gain of 19.9%.

Berkshire Hathaway held its 60" annual meeting on May 3. Warren Buffett hosted with support on stage from Vice
Chairmen, Greg Abel and Ajit Jain. Q&A alternated between Becky Quick from CNBC (emailed questions) and
questions from the audience. We estimated that the CHI Health Center was completely full at its ~18,000 capacity and
a total of 40,000+ in the city of Omaha.

MAJOR ANNOUNCEMENTS — BUFFETT TO STEP DOWN AS CEO

During the meeting, the company reported net earnings of $4.6 billion vs. $12.7 billion (YoY) with cash rising $10
billion in the quarter to $328 billion (Source: 1Q25 10-Q, Pg. 44). GAAP Book value increased $5.1 billion to $654.5
billion or ~$452,000 per “A” equivalent. At the very end of the meeting, Warren communicated that he would
recommend to the Board that Greg Abel take over as CEO at the end of 2025. There was an immediate standing
ovation by the audience with Warren stating, “the enthusiasm from that response can be interpreted two ways!”
Subsequently, the Board approved Greg as CEO, with Warren retaining the role as Chairman. “I could be helpful, 1
believe, in certain respects if we ran into periods of great opportunity or anything. I think that Berkshire has a special
reputation that when there are times of trouble for the government, we are an asset and not a liability, which is very
hard to have because usually the public and government get very negative on business if there’s a time like that. But
Greg would have the tickets. Whether it’s acquisitions — I think the board would be more welcome to giving him more
authority on large acquisitions probably if they knew I was around. But Greg would be the chief executive, period.”

Of note, this was another brilliant example of handling a major situation for Berkshire. Ending the meeting with the
announcement while retaining the secrecy meant he came public with this important news without any speculation or
fanfare ahead of the meeting. This allowed him also to address questions and enjoy the engagement with shareholders
without the succession overhang. He has always created great, positive Berkshire theatre and this deserved another
Oscar as well as consideration for a lifetime award.

Shareholders should welcome this transparent transition, but also have confidence that Warren isn’t going anywhere.
Retaining the position of Chairman means he can continue to mentor Greg and the Berkshire leaders, while also
providing additional intellectual capacity when the inevitable time for more major capital allocation occurs.

There must have been a lot of pressure on Warren personally ahead of making the announcement. With this behind
him and another meeting in the history books, Warren should benefit from the relief and more personal capacity to
focus on what he loves - making Berkshire better and generating returns for shareholders.



GABELLI

ANNUAL MEETING HIGHLIGHTS:

“Turn the Page.” I never dreamt of that when I picked up that handbook. It’s amazing what you can find when you just
turn the page. We showed a movie last year about “turn every page,” and I would say that turning every page is one
important ingredient to bring to the investment field. Very few people do turn every page, and the ones who turn every
page aren’t going to tell you what they re finding. So you’ve got to do a little of it yourself.”

e Cash levels. As of 1Q, cash and equivalents had increased to $328 billion. The sheer investment in short-dated
Treasuries makes Berkshire approximately 5% of the total market. Ideally the managers would like to work down
the capital to a lower balance but will be patient until the environment is most fruitful. “We are running a
business that is very, very opportunistic.” Additionally, capital generation is about $40 billion per year and that
will have be invested going forward. Based on the current large numbers, it is likely Greg Abel will preside over
more capital allocation than during the previous history under Buffett. “The amount of cash we have — we would
spend $100 billion if something is offered that makes sense to us, that we understand, offers good value, and where
we don’t worry about losing money. The problem with the investment business is that things don’t come along in
an orderly fashion, and they never will.”

e Tarriff/Trade Policies Trade policy should not be used as weapon. The United States should be looking to trade
with the rest of the world. Warren believes in comparative advantage — there is a reason cocoa should be raised in
Ghana and coffee come from Colombia. “The United States has become an incredibly important country starting
from nothing 250 years ago — there’s never been anything like it. And it’s a big mistake when you have 7.5 billion
people who don’t like you very well and you have 300 million people crowing about how well theyve done. I don’t
think it’s right and I don’t think it’s wise. The more prosperous the rest of the world becomes, it won'’t be at our
expense — the more prosperous we’ll become and the safer we’ll feel and your children will feel someday.”

e The concept of the American Tailwind remains intact despite recent volatility and political change in Washington.
“If you don’t think the United States has changed since I was born in 1930, you’re not paying attention. We’ve
gone through all kinds of things — great recessions, world wars, the development of the atomic bomb that we never
dreamt of when I was born. So I would not get discouraged about the fact that we haven’t solved every problem
that’s come along. If I were being born today, I would just keep negotiating in the womb until they said I could be
in the United States. Were all pretty lucky. We've got two non-United States guys (Greg Abel and Ajit Jain) here
who now live in the US.”

e Japanese Investments. Berkshire has major holdings in five of the Japan “trading companies” including Itochu
Corp, Marubeni, Mitsubishi Corp, Mitsui Co LTD, and Sumitomo Corp. The firm first started acquiring the
positions (~10% each) about six years ago and in aggregate the total US notional is a little over $20 billion. They
have been pleased with the performance and would like to own more of each and currently are working on relaxing
the ownership caps (no more than 10%) with each. They really like the long-term opportunity and would be happy
to own $100 billion in aggregate. As part of the investment, Berkshire issued Yen denominated debt (weighted
average cost @ 1%) so a nice carry against current returns (dividend yields) that are higher than the 1%. This
financing arbitrage was an added benefit to an already desirable risk/reward. Additionally, the allocations fit
within the long-term mold, and they intend to hold for many decades, while also benefiting from other potential
capital allocation opportunities through their friendly relationships with the Japanese companies.

e Over the last several years, Berkshire has bought in the remaining 9% of Berkshire Hathaway Energy that it did
not own. The first major transaction was buying Greg Abel’s 1% stake for $870 million at a valuation of $87
billion (June 2022). More recently, the Nebraska company purchased the remaining 8% from the Scott Family for
$3.9 billion which included shares of BRK’B (2.3m @ $456) at a valuation of $49 billion (September 2024). So
why the major delta in valuation? First, utilities multiples have been impacted by trial award liabilities associated
with West Coast wildfires. Second, BHE had a negative judgement settled for $250 million related to its real
estate division, which came with the Mid-American transaction. Admittedly, Warren stated they erred in keeping
the utilities together rather than parsing out state by state since there are different regulations and state attitudes
that have developed around liabilities. On the positive side, energy demand will increase in the future and



managing the grid will become a greater infrastructure importance. Warren believes that there bbb Ll

should be a movement to a national authority to coordinate and manage the US grid, much akin to the effort to
build the national highway system. Local regulations may make it too hard to be efficient with capital expenditure
at a time when the US will need to address surging energy demand.

Al and impact on insurance. Ajit Jain concluded that there is “no question that AI will be a game changer.” It
will impact how the firm manages risks and paying out claims. Some of the industry is spending enormous
amounts of money chasing the next “fashionable thing.” Berkshire will be cautious before committing to spending
a lot. By not being a first mover, Berkshire will benefit from seeing how the landscape crystallizes and then will
invest to stay competitive. Some insurance subsidiaries are using Al currently, but no big adoption yet. So the
insurance segment is in a “state of readiness, and should that opportunity pop up, we’ll jump in promptly.”

GEICO. Under the leadership of Todd Combs, the car insurance firm has made a strong turnaround including
adapting telematics, adjusting rate policy to reflect risks and reducing headcount by 20,000 people for ~$2 billion
of savings. For 1Q25, the GEICO unit generated a combined ratio of 79.8%, which is a large margin for insurance
companies. Efficiency improvement remains a work in progress given the dynamics of the industry and the need
for investment in technology. Despite a few historic instances of decreasing profitability, the business remains a
gem for Berkshire. The first 50% was acquired in 1976 for $50 million. Last quarter, the fully owned unit
generated $2 billion of EBT. Additionally, the insurance segment has $29 billion of investable float.

Autonomy and impacts on insurance. “There is no question that insurance for automobiles is going to change
dramatically once self-driving cars become a reality.” -Ajit Jain. Most of the insurance sold today is around
operator error. Over time the industry share will change from operator liability insurance to more product liability
driven coverage as passengers rely more on autonomy. In any case, GEICO will be well positioned to deliver
insurance coverage and has enjoyed strong growth rates over time. In 1951, the average price of a policy was
about $40. Today it is easy to get to $2,000 depending on location and requirements. During this time though, the
number of people killed per 100 million miles driven has fallen from 6 to a little over 1 (WB). “So the car has
become incredibly safer, and it costs 50 times as much to buy an insurance policy.”

Despite the volatility in April and YTD, Warren does not believe it constitutes a real big move. There have been
three times in Berkshire’s history when the shares declined 50% or more, and in a fairly short period of time.
“Nothing was fundamentally wrong with the company any time.” In September 1929, the Dow Jones average
declined to 42 from 381. By comparison the recent declines have not really been any kind of real bear market.
Since Warren’s investing history there have been ~17,000 trading days and plenty of periods that were more
dramatic than the last few months. There will be a “hair curler” event in the future because that is what markets do
from unexpected events. But to be successful, you need the proper temperament for it — “I know people have
emotions, but you’ve got to check them at the door when you invest.”

In response to a question on good habits and succeeding in investments, Warren exclaimed with a familiar
response. You must find what you are passionate about and then apply yourself, but you still need to be realistic
about your core competencies. “I don’t believe in that book that talked about spending 10,000 hours at something.
I could spend 10,000 hours at tap dancing and you’d throw up if you watched me. But if I spent 10 hours reading
Ben Graham, I would be damn smart when I got through (it).”



PERFORMANCE GABELLI

Berkshire Hathaway continues to be among the largest public capitalizations in the United States. Since taking over
Berkshire Hathaway in 1965, Mr. Buffett has generated an overall gain of 5,502,284% vs. the 39,054% change in the
S&P 500 (including dividends). We would note that Berkshire’s performance is after-tax, while the S&P 500 return is
pre-tax.

Table 1 Berkshire Hathaway Performance
1965-2024
Annual Percentage Change Annual Percentage Change
in Per-Share in S&P 500 in Per-Share in S&P 500
Market Value of with Dividends Relative Market Value of with Dividends Relative
Year Berkshire Included Results Year Berkshire Included Results
1965 49.5% 10.0% 39.5% 1995 57.4 37.6 19.8
1966 (3.4) (11.7) 8.3 1996 6.2 23.0 (16.8)
1967 13.3 30.9 (17.6) 1997 34.9 334 1.5
1968 77.8 11.0 66.8 1998 52.2 28.6 23.6
1969 194 8.4) 27.8 1999 (19.9) 21.0 (40.9)
1970 4.6) 3.9 8.5) 2000 26.6 9.1 35.7
1971 80.5 14.6 65.9 2001 6.5 (11.9) 18.4
1972 8.1 18.9 (10.8) 2002 (3.8) (22.1) 18.3
1973 (2.5) (14.8) 12.3 2003 15.8 28.7 (12.9)
1974 48.7) (26.4) (22.3) 2004 4.3 10.9 (6.6)
1975 2.5 37.2 (34.7) 2005 0.8 4.9 “.1)
1976 129.3 23.6 105.7 2006 24.1 15.8 8.3
1977 46.8 (7.4) 54.2 2007 28.7 5.5 23.2
1978 14.5 6.4 8.1 2008 (31.8) (37.0) 5.2
1979 102.5 18.2 84.3 2009 2.7 26.5 (23.8)
1980 32.8 323 0.5 2010 214 15.1 6.3
1981 31.8 (5.0 36.8 2011 4.7 2.1 6.8)
1982 38.4 21.4 17.0 2012 16.8 16.0 0.8
1983 69.0 224 46.6 2013 32.7 32.4 0.3
1984 2.7 6.1 (8.8) 2014 27.0 13.7 13.3
1985 93.7 31.6 62.1 2015 (12.5) 1.4 (13.9)
1986 14.2 18.6 “4.4) 2016 234 12.0 114
1987 4.6 5.1 0.5) 2017 21.9 21.8 0.1
1988 59.3 16.6 42.7 2018 2.8 4.4) 7.2
1989 84.6 31.7 52.9 2019 11.0 31.5 (20.5)
1990 (23.1) 3.1 (20.0) 2020 2.4 18.4 (16.0)
1991 35.6 30.5 5.1 2021 29.6 28.7 0.9
1992 29.8 7.6 222 2022 4.0 (18.1) 22.1
1993 38.9 10.1 28.8 2023 15.8 26.3 (10.5)
1994 25.0 1.3 23.7 2024 25.5 25.0 0.5
CAGR 1965-2024 19.9% 10.4%
Overall Gain - 1964-2024 5502284 % 39054 %

Source: Company reports. Note: Data are for calendar years with these exceptions: 1965 and 1966, year ended 9/30; 1967, 15 months ended 12/31.



CASH BALANCES GABELLI

Berkshire Hathaway has a long history of capital generation and productive capital allocation. At times the firm can act
quickly and in a large fashion to invest in public equities, controlled businesses and or repurchase shares. During the
financial crisis, Berkshire invested significant amounts in Bank of America (NYSE: BAC), Dow (NYSE: DOW),
General Electric (NYSE: GE), Goldman Sachs (NYSE: GS), and Mars and which led to billions of future gains. At the
end of 1Q25, cash had risen to $328 billion which if compared equal to capitalization would make it the 25™ largest
company in the S&P 500 Index.

Exhibit 1 Berkshire Hathaway Cash
($, billions) 2014 - 1Q25
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Source: Berkshire Hathaway Filings, Financial Condition Sections.

VALUATION

In the past, Mr. Buffett referred to Berkshire’s change in book value as one proxy for evaluating the progress against the
S&P 500 Index. Since 2005, price-to-book (GAAP) value has fluctuated between 1.1x and 2.0x. At the end of March
2025, book value per Class A Share was $451,579 or about 1.8x the current price.

Exhibit 2 Berkshire Hathaway Class “A” Price-To-Book
(May 2005 — May 2025)
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Source: Refinitiv.



REPURCHASE LEVELS GABELLI

For many years, Berkshire had a common share repurchase plan based on buying shares at prices no higher than a 20%
premium to book value. On July 17, 2018, Berkshire’s Board of Directors changed the program. Now Warren Buffett
(and previously with Charlie Munger) is authorized to repurchase shares when he believes shares are trading at a
discount to intrinsic value, “conservatively determined.” Since the change, the company has repurchased 64,105 Class
A Shares for $26.4 billion and 216 million Class B Shares for $51.3 billion. (Table 2) The average repurchase price per
“A” and “B” was $411,111 and $237.11, respectively, compared to the current May 3 closes of $809,350 and $539.80.
We estimate that since the beginning of the step-up in repurchases in 2018, the company has reduced outstanding shares
“A” equivalent by ~200 million or 12%. We would note though that since 1H2024, the company has not repurchased
any shares.

As part of the Inflation Reduction Act, corporations must now pay a 1% excise tax on all repurchases. In 2024, that was
approximately $30 million for Berkshire. During the meeting, Warren highlighted that the cost of the tax would also be
another element of consideration for repurchase levels and that current lobbies in DC are looking to raise that 1%
further. Net/net, the normal discount to intrinsic value for buying back shares would have to include also the cost of

any tax payments.

Table 2 Berkshire Repurchase History (2018 — 1Q 2025)
Average Repurchase QE Book
Quarter Year To Date Since '18 Program Per "A" Per "A" Multiple
2Q24 $345,137,002 $2,917,847,360 $77,958,593,498 $621,868 $418,806 1.5x
1Q24 2,572,710,358 2,572,710,358 607,918 397,627 1.5
4Q23 2,147,823,075 8,976,669,118 75,040,746,138 529,532 389,951 1.4
3Q23 1,086,610,854 6,828,846,043 545,175 363413 1.5
2Q23 1,302,649,176 5,742,235,189 497,659 372,966 1.3
1Q23 4,439,586,013 4439,586,013 466,585 347932 1.3
4Q22 2,855,157,859 8,032,274,949 66,064,077,020 450,306 323,590 1.4
3Q22 1,038,273,594 5,177,117,090 429,749 310,652 1.4
2Q22 1,027,857,598 4,138,843,496 425,870 314,090 14
1Q22 3,110,985,898 3,110,985,898 470,409 345,469 1.4
4Q21 6,723,539,244 26,941,978,315 58,031,802,071 436,425 342,621 1.3
3Q21 7,625,586,520 20,218,439,071 422,677 316,443 1.3
2Q21 6,027,850,284 12,592,852,551 428,138 311,276 1.4
1Q21 6,565,002,267 6,565,002,267 366,074 293,636 1.2
4Q20 8,778,394,706 24,728,436,891 31,089,823,756 333,622 287,031 1.2
3Q20 9,259,341,953 15,950,042,184 311,920 264,323 1.2
2Q20 5,115,648,031 6,690,700,231 267,082 245,836 1.1
1Q20 1,575,052,200 1,575,052,200 309,070 229,358 1.3
4Q19 2,188,024,756 5,016,248,471 6,361,386,866 324,201 261,417 1.2
3Q19 695,170,230 2,828223,715 307,207 243,675 1.3
2Q19 442,127,726 2,133,053,485 306,933 234,109 1.3
1Q19 1,690,925,759 1,690,925,759 303,813 225,553 1.3
4Q18 417,571,607 1,345,138,394 1,345,138,394 298,969 212,503 1.4
3Q18 927,566,788 927,566,788 312,807 228,712 1.4

Source: Company data.
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This whitepaper was prepared by Macrae Sykes. The examples cited herein are based on public information and we
make no representations regarding their accuracy or usefulness as precedent. The Research Analyst’s views are subject
to change at any time based on market and other conditions. The information in this report represent the opinions of
the individual Research Analyst’s as of the date hereof and is not intended to be a forecast of future events, a guarantee
of future results, or investments advice. The views expressed may differ from other Research Analyst or of the Firm as
a whole.

As of December 31, 2024, affiliates of GAMCO Investors, Inc. beneficially owned less than 1% of all other companies
mentioned.

This whitepaper is not an offer to sell any security nor is it a solicitation of an offer to buy any security.
Investors should consider the investment objectives, risks, sales charges and expense of the fund carefully before
investing.
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