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“The Vanishing Buffett Premium: Why BRK.B Trades Like a Stagnating
Conglomerate Under Greg Abel”

BERKSHIRE IS ASIGNIFICANT MARKET UNDER-PERFORMER

o How Berkshire Hathaway’s Compression to ~14x Earnings Signals Market
® Skepticism, Capital Allocation Drift, and the Erosion of Conglomerate
Exceptionalism

I. INTRODUCTION — THE MARKET’S QUIET VOTE OF NO
CONFIDENCE
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A. From “Oracle Premium” to Conglomerate Discount

For the better part of six decades, Berkshire Hathaway occupied a singular
jurisdiction within American finance—an entity less comparable to a conventional
conglomerate than to a publicly traded sovereign allocator of capital.
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The corporation’s extraordinary market stature did not arise merely from the
ownership of insurance subsidiaries, freight rail infrastructure, regulated utility
assets, or consumer-facing industrial businesses. Many enterprises own productive
assets. Many corporations possess scale. Few, however, achieved what Berkshire
achieved under Warren Buffett: the transformation of managerial reputation into a
persistent valuation premium embedded directly into the company’s equity
multiple.

HOWEVER, IT IS NOW MIRED IN THE CONGLOMERATE DISCOUNT
SWAMP TRADING AT JUST ABOVE ITS CASH AND STOCKHOLDINGS
WITH LITTLE VALUE OF THE 180 PLUS SUBSIDIARIES, SOME OF
WHICH ALONE COLD BE VALUED AT $100 BILLION OR MORE.!!!

Historically, Berkshire did not trade at elevated valuations because investors
believed its operating subsidiaries alone justified such treatment. The premium
existed because markets concluded that Buffett himself constituted a rare strategic
asset—an allocator capable of compounding retained earnings at rates materially
superior to broader corporate America. Berkshire’s insurance float was not
interpreted merely as low-cost funding. Rather, it was perceived as an effectively
perpetual source of internally generated leverage capable of financing opportunistic
acquisitions, distressed financings, and asymmetric investments during moments of
market dislocation.

In practical terms, Berkshire became a monetization vehicle for institutional trust.

The market trusted Buffett to allocate capital rationally while competitors pursued
leverage cycles, speculative expansion, or shareholder dilution. The market trusted
Buffett to preserve liquidity when others overextended balance sheets. Most
critically, the market trusted Buffett to deploy capital aggressively during periods
of systemic panic when pricing inefficiencies widened and conventional corporate
actors retreated into defensive postures. Berkshire therefore came to represent
something exceedingly rare in public markets: a corporation whose retained
earnings were not viewed as trapped capital, but as deferred strategic optionality.

This distinction mattered enormously from a valuation standpoint.

Ordinarily, excess liquidity suppresses corporate returns on capital and compresses
valuation multiples because idle cash produces comparatively low returns relative
to productive operating assets. Berkshire, however, escaped that penalty for
decades because investors believed Buffett’s liquidity reserves would eventually be
deployed into superior opportunities unavailable to ordinary managers.
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Berkshire’s cash balance was thus treated not as evidence of strategic hesitation,
but as latent offensive capacity.

Equally important was Berkshire’s decentralized operating structure. Buffett
X successfully cultivated the perception that Berkshire’s minimal corporate
2 bureaucracy allowed subsidiary managers to operate entrepreneurially while
Ry simultaneously benefiting from the stability, permanence, and capital strength of
: the Berkshire umbrella. Unlike traditional conglomerates burdened by centralized
oversight and administrative layering, Berkshire projected an image of disciplined
L managerial autonomy coupled with elite capital allocation at headquarters. This
hybrid architecture became central to the mythology of Berkshire exceptionalism.

Over time, that mythology hardened into valuation orthodoxy.

Investors effectively accepted that Berkshire deserved to trade at premiums to
insurers, industrial conglomerates, diversified financial institutions, and even
certain asset managers because Berkshire was viewed not merely as a portfolio of
businesses, but as a uniquely rational compounding ecosystem governed by
Buffett’s judgment.

Today, however, that premium has visibly eroded.

As reflected in current valuation data, Berkshire now trades at approximately 14x—
14.4x earnings. The compression is striking not merely because the multiple itself
appears modest, but because of what such a multiple signifies for a corporation
once regarded as the gold standard of long-duration capital allocation. A ~14x
earnings multiple places Berkshire only marginally above mature industrial
operators, regulated insurers, and slow-growth financial incumbents whose
investment narratives are rooted principally in stability rather than strategic
superiority.

That re-rating carries profound implications.

Markets do not compress valuation multiples arbitrarily. Multiple contraction
represents a forward-looking institutional judgment concerning expected growth,
anticipated returns on capital, managerial credibility, and strategic adaptability.
When investors conclude that future earnings growth may decelerate, that
reinvestment opportunities are narrowing, or that management quality may
deteriorate relative to historical standards, valuation multiples contract accordingly.
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2 The market’s reassessment of Berkshire therefore reflects more than temporary
cyclical caution. It reflects growing skepticism regarding whether Berkshire
remains capable of generating the type of superior compounding economics
historically associated with the Buffett era.

Several interrelated concerns now appear embedded within Berkshire’s compressed
Ry valuation profile.

. First, there exists obvious succession anxiety surrounding the transition from
A Buffett to Greg Abel. The market historically capitalized Buffett’s judgment into
» Berkshire’s share price. That judgment was personal, reputational, and effectively

non-transferable. Investors may respect Abel as a capable operator, but respect is
not equivalent to reverence. Berkshire’s premium depended heavily upon the
perception that Buffett possessed singular investment instincts unavailable
elsewhere in corporate America. Markets increasingly appear unconvinced that
those instincts can survive managerial succession intact.

Second, Berkshire faces deteriorating growth expectations arising from the sheer
enormity of its capital base. At approximately $1 trillion in market capitalization,
Berkshire confronts the unavoidable mathematical constraints afflicting all mega-
cap conglomerates: the larger the balance sheet becomes, the more difficult it
becomes to identify opportunities capable of generating meaningful incremental
growth. What once functioned as scale advantage increasingly resembles scale-
induced inertia.

Third, Berkshire’s current portfolio composition increasingly skews toward mature,
capital-intensive sectors characterized by modest growth trajectories and
substantial operational rigidity. Burlington Northern Santa Fe remains strategically
valuable but fundamentally tied to freight economics and infrastructure cycles.
Berkshire Hathaway Energy operates within heavily regulated utility markets
requiring immense capital expenditure commitments. GEICO faces intensifying
competitive pressure from technologically adaptive insurers deploying Al-
enhanced underwriting and data-driven pricing architectures at speeds Berkshire’s
legacy systems may struggle to match.

Collectively, these realities are reshaping Berkshire’s market identity.

The company is no longer being priced as a uniquely advantaged compounding
machine capable of transcending ordinary corporate constraints through superior
managerial judgment. Instead, Berkshire increasingly trades like a mature, low-
growth financial-industrial platform whose primary virtues are liquidity, resilience,
and asset durability.
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That is not merely a change in valuation.

It is a collapse in institutional perception.

® B. Core Thesis
. ® The dominant bullish interpretation surrounding Berkshire’s current valuation—
R ) that the company represents a materially undervalued blue-chip compounder
® 8 temporarily misunderstood by markets—fundamentally misreads the informational

content embedded within modern valuation multiples.

Low multiples do not necessarily indicate opportunity. In many instances, they
indicate skepticism.

Indeed, Berkshire’s compression toward approximately 14x earnings increasingly
appears less like an irrational market dislocation than a rational re-pricing of a
corporation confronting the structural limits of scale, managerial succession, and
strategic maturity. The market is not necessarily misunderstanding Berkshire. It
may instead be recognizing, earlier than many Berkshire loyalists are willing to
admit, that the economic architecture supporting the historical “Buffett premium”
is progressively deteriorating. .

For decades, Berkshire was valued as an elite compounder because investors
believed retained earnings inside the Berkshire ecosystem could be redeployed at .
superior rates of return over long periods of time. The company’s refusal to pay
dividends, its extraordinary cash reserves, and its sprawling conglomerate structure
were tolerated precisely because shareholders trusted Buffett to allocate capital P
more effectively than they could allocate it themselves.

That bargain may no longer hold. .

Today, Berkshire increasingly resembles a mature insurance utility attached to a
vast but aging industrial portfolio, supported by immense liquidity reserves that
generate safety but not necessarily dynamism. The company’s immense Treasury
holdings, while frequently defended as evidence of prudence and optionality,
increasingly raise a more uncomfortable question: whether Berkshire’s inability to .
deploy capital aggressively reflects not discipline, but a diminishing opportunity
set combined with managerial caution. B
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In prior decades, Berkshire’s liquidity represented offensive capability. Buffett
deployed capital during periods of distress with extraordinary decisiveness,
securing advantageous terms from institutions desperate for credibility and
financing. Berkshire’s cash reserves therefore functioned as strategic ammunition.

Today, however, Berkshire’s cash increasingly resembles institutional ballast.

The distinction is economically significant. Markets reward cash when
management demonstrates a credible pathway toward superior deployment
opportunities. Markets penalize cash when it appears management lacks
conviction, imagination, or sufficiently attractive reinvestment targets. Berkshire’s
current multiple strongly suggests investors increasingly interpret the company’s
immense liquidity position through the latter lens.

This perception is exacerbated by the changing structure of the broader economy.

Modern capital markets increasingly reward platform scalability, technological
leverage, software economics, artificial intelligence infrastructure, and high-
velocity innovation cycles. Berkshire, by contrast, remains heavily concentrated in
industries characterized by regulatory oversight, capital intensity, cyclical
infrastructure exposure, and comparatively modest growth trajectories. Freight
railroads, regulated utilities, industrial manufacturing operations, and mature
insurance underwriting platforms do not command premium multiples in an era
increasingly dominated by Al compute infrastructure, semiconductors, cloud
architecture, private credit expansion, and software-driven operating leverage.

Consequently, Berkshire’s business composition increasingly appears backward-
looking rather than structurally aligned with the dominant growth vectors of the
modern economy.

Most importantly, however, Berkshire confronts the problem no succession
framework can fully resolve: Buffett himself was not merely Berkshire’s chief
executive officer. He was Berkshire’s principal economic differentiator.

The company’s premium valuation historically reflected the belief that Buffett
possessed unique capabilities in several interconnected domains: relationship-
driven acquisitions, behavioral arbitrage, distressed capital deployment,
reputational leverage, and long-duration strategic patience. Sellers trusted Buffett.
Investors trusted Buffett. Boards trusted Buffett. During moments of systemic
panic, Buffett’s endorsement itself functioned as a stabilizing financial instrument.

I
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That reputational capital cannot simply be transferred to Greg Abel through
corporate succession mechanics.

Abel inherits Berkshire’s balance sheet, operating subsidiaries, and institutional
infrastructure. He does not inherit Buffett’s mythology. He does not inherit
Buffett’s unparalleled credibility during crises. He does not inherit Buffett’s ability
to command preferential transaction access by virtue of personal reputation alone.
Most critically, he does not inherit Buffett’s almost singular capacity to persuade
investors that enormous quantities of retained capital should remain indefinitely
inside the corporate structure based solely upon faith in future deployment.

The market increasingly appears aware of this distinction.

Indeed, valuation commentary already references ‘“management transition
concerns” and ‘“reduced premium valuation” associated with succession
uncertainty. Such language is revealing. Markets are effectively communicating
that Berkshire’s underlying assets remain respected, but the historical presumption
of managerial exceptionalism no longer commands unquestioned confidence.

That loss of confidence matters immensely because Berkshire’s historical valuation
architecture depended heavily upon the assumption that management quality
justified extraordinary patience from shareholders. Once investors begin
questioning whether future capital allocation will remain exceptional, the rationale
for Berkshire’s premium weakens dramatically.

At that point, Berkshire ceases to trade as a uniquely advantaged compounding
ecosystem and instead begins trading like what it increasingly resembles: a mature,
heavily capitalized conglomerate with modest growth prospects, defensive asset
exposure, and uncertain post-founder strategic dynamism.

The ~14x multiple therefore should not be interpreted as evidence that the market
is irrationally discounting Berkshire’s strengths. Rather, it may represent the
market’s emerging recognition that Berkshire’s historical model of conglomerate
exceptionalism is approaching structural exhaustion.
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II. BERKSHIRE’S MULTIPLE COMPRESSION: A STRUCTURAL
WARNING SIGNAL

A. Historical Context — Berkshire Once Commanded a Premium

Historically, Berkshire Hathaway traded at valuation levels materially above many
diversified financial, insurance, and industrial peers because the market viewed
Buffett’s capital allocation capabilities as sufficiently extraordinary to justify
persistent premium treatment. Prior valuation references placing Berkshire closer
to 18x—19x forward earnings reflected institutional confidence not simply in the
corporation’s assets, but in management’s ability to continually redeploy retained
earnings into superior opportunities.

The essential premise underlying Berkshire’s premium was straightforward:
retained capital under Buffett’s stewardship was assumed capable of earning higher
long-term returns than retained capital almost anywhere else in corporate America.

This assumption transformed Berkshire’s financial profile. Ordinary conglomerates
frequently suffer valuation discounts because investors fear bureaucratic
inefficiency, capital misallocation, and structural complexity. Berkshire largely
escaped that conglomerate discount for decades because Buffett’s reputation
functioned as a substitute for traditional governance skepticism. Investors trusted
that Buffett would rationally allocate resources across subsidiaries while
opportunistically exploiting market dislocations whenever available.

Importantly, Berkshire’s enormous cash reserves were historically interpreted as
strategic optionality rather than evidence of deployment failure. Markets assumed
Buffett’s liquidity discipline would eventually culminate in highly accretive
acquisitions or distressed investments. Berkshire’s balance sheet therefore
commanded confidence rather than suspicion.

That confidence is now visibly eroding.

B. Today’s ~14x P/E Reflects Market Downgrading

Berkshire currently trades at approximately 14.1x-14.4x earnings. Relative to
diversified financial peer averages ranging between roughly 18x and 22x,
Berkshire’s current valuation no longer reflects premium status. Instead, it suggests
active market downgrading.
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The compression is especially notable because Berkshire’s balance sheet remains
extraordinarily strong. The company possesses enormous liquidity reserves,
substantial insurance float, highly diversified operating subsidiaries, and a market
capitalization exceeding $1 trillion. Historically, such characteristics would likely
have reinforced Berkshire’s premium valuation. Today, they appear insufficient to
prevent multiple contraction.

That shift is highly revealing.

Markets are effectively signaling that Berkshire’s scale, liquidity, and asset
durability no longer compensate for growing concerns regarding future growth
trajectories and capital allocation efficiency. Berkshire’s sheer size increasingly
functions as an impediment to superior returns rather than evidence of strategic
dominance.

Moreover, Berkshire’s current valuation suggests the market increasingly views the
company through the lens of mature institutional preservation rather than elite
compounding potential. Investors appear willing to reward Berkshire for stability,
but no longer willing to pay substantial premiums for presumed future brilliance.

That distinction is central to understanding Berkshire’s current predicament.

C. Why This Matters

Valuation multiples are ultimately forward-looking judgments regarding future
economic performance. Markets do not arbitrarily compress multiples absent
changing expectations concerning growth, returns on capital, or managerial
credibility.

Berkshire’s contraction toward ~14x earnings therefore represents more than
temporary sentiment deterioration. It reflects mounting institutional skepticism
regarding the company’s future ability to generate exceptional incremental returns
on retained capital.

Historically, Berkshire’s premium reflected confidence in extraordinary future
compounding. Today, the compressed multiple suggests investors increasingly
anticipate slower growth, weaker deployment economics, and declining marginal
returns associated with Berkshire’s immense scale and post-Buffett transition.
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That evolution may ultimately prove the most consequential development in
Berkshire’s modern history.

1. GREG ABEL AND THE COLLAPSE OF THE “BUFFETT
MYSTIQUE”

WORKINGIIN:THEISHADOW!OFETHEIORACLE{OFIOMAHA
MIRRORIOEATRUT

WARREN THE
ORACLE

GREG ABEL
CEO

$25,000,000 SALARY

o Sterlingeooper.info

A. Buffett Was the Business Model

The central analytical error committed by many Berkshire defenders is the
assumption that Buffett merely managed Berkshire. In reality, Buffett was
Berkshire’s business model.

The company’s premium valuation derived not simply from subsidiary economics,
but from Buffett’s perceived singularity as a capital allocator. Berkshire’s entire
institutional identity became intertwined with Buffett’s reputation for opportunistic
investing, behavioral discipline, reputational credibility, and long-duration strategic
judgment.
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Investors were not merely purchasing shares in a conglomerate. They were
purchasing participation in Buffett’s worldview.

That distinction explains why Berkshire historically escaped the valuation
discounts commonly applied to diversified conglomerates. Buffett’s personal
credibility neutralized concerns regarding capital misallocation, bureaucratic
inefficiency, and organizational sprawl. Berkshire’s shareholders tolerated immense
retained earnings precisely because they trusted Buffett’s judgment more than
conventional corporate governance structures.

In effect, Buffett converted personal reputation into financial architecture.

B. Greg Abel Inherits the Shell, Not the Aura

Greg Abel inherits a corporation of extraordinary scale, liquidity, and institutional
permanence. What he does not inherit is Buffett’s aura. He inherits mature
subsidiaries operating in increasingly competitive industries. He inherits gigantic
pools of capital that are mathematically difficult to deploy at superior returns. He
inherits a far more competitive acquisition environment dominated by private
equity, sovereign wealth funds, infrastructure investors, and alternative asset
managers with immense dry powder and aggressive pricing frameworks.

Most importantly, he inherits a market that no longer believes any successor can
fully replicate Buffett’s strategic uniqueness.

Buffett’s advantage extended beyond financial analysis. He possessed reputational
leverage capable of influencing transaction outcomes themselves. Sellers preferred
Berkshire because Buffett represented permanence, certainty, and minimal post-
transaction disruption. During crises, Buffett’s endorsement functioned almost as
institutional validation.

Abel, regardless of competence, does not command comparable symbolic
authority.

That reality matters because Berkshire’s historical premium depended heavily upon
investor faith that management could continually identify and exploit superior
opportunities unavailable to ordinary corporations. Once that faith weakens,
Berkshire increasingly becomes subject to the same valuation logic applied to other
mature conglomerates.
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The market already appears to be making that transition.

IV. BERKSHIRE’S GIANT CASH HOARD: STRATEGIC PRUDENCE OR
CAPITAL ALLOCATION FAILURE?

L) A. Berkshire’s Massive Treasury Position

o Among the most persistent defenses advanced on behalf of Berkshire Hathaway is
o the proposition that its immense cash and Treasury holdings represent evidence of
o institutional discipline rather than strategic stagnation. Berkshire presently

maintains well in excess of $400 billion in cash equivalents and short-duration
Treasury securities, a liquidity reserve extraordinary even by mega-cap standards.
Defenders of the company characterize this accumulation as prudent conservatism:
a fortress balance sheet designed to preserve optionality, protect insurance
obligations, and position Berkshire to capitalize on future market dislocations.

That interpretation, while superficially appealing, increasingly fails to withstand
serious scrutiny when evaluated against Berkshire’s historical identity and current
valuation compression.

Historically, Berkshire’s liquidity profile was tolerated because markets believed
Buffett’s cash accumulation represented temporary strategic positioning rather than
semi-permanent capital idleness. Investors assumed Berkshire’s retained liquidity
would eventually be converted into highly accretive acquisitions, distressed
financings, or asymmetric investments capable of materially enhancing long-term
shareholder value. Berkshire’s cash reserves therefore functioned as deferred
offensive capability.

Today, however, the market appears increasingly unconvinced that Berkshire’s cash
is truly awaiting transformational deployment.

Instead, Berkshire’s Treasury accumulation increasingly resembles a symptom of
institutional paralysis—a tacit acknowledgment that management either cannot
identify opportunities sufficiently compelling to justify aggressive deployment or
lacks the willingness to assume the strategic risks necessary to maintain
Berkshire’s historical compounding profile.

The distinction between prudence and paralysis is critical in corporate finance.
Prudence preserves optionality in anticipation of deployment.

I
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Paralysis preserves liquidity because management no longer possesses conviction
regarding where or how to deploy capital effectively. Markets appear increasingly
concerned that Berkshire has migrated from the former condition into the latter.

Indeed, Berkshire’s immense liquidity reserves now impose a substantial economic
burden on the company’s aggregate return profile. Treasury securities may preserve
nominal capital, but they do not generate the type of superior long-duration returns
historically associated with Berkshire’s valuation premium. As Berkshire’s cash
position expands, the corporation effectively substitutes low-yield preservation
assets for higher-return productive deployment opportunities. That substitution
inevitably suppresses incremental returns on equity and return on invested capital.

Historically, Buffett justified this tradeoff through the argument that patience itself
constituted a competitive advantage. Yet patience only functions as an advantage
when eventually paired with decisive deployment into superior opportunities.
Without deployment, patience deteriorates into passivity.

The market increasingly appears to understand this distinction.

Critically, Berkshire’s cash accumulation would likely be interpreted differently
were the broader economic landscape characterized by a scarcity of investment
opportunities. But the present era is defined not by opportunity drought, but by
transformational technological and financial restructuring occurring across multiple
sectors simultaneously. Artificial intelligence infrastructure, semiconductors,
private credit, cloud computing, energy transition systems, and data-center
ecosystems have all generated extraordinary capital formation cycles over the past
several years. Corporate America has not suffered from a shortage of investable
themes. Rather, Berkshire appears increasingly absent from many of the dominant
secular growth narratives driving modern capital markets.

That absence is consequential because Berkshire historically derived premium
valuation status from the belief that management possessed unique insight into
long-duration economic trends. Today, Berkshire increasingly appears not ahead of
structural transformation, but behind it.

The optics are difficult to ignore. A corporation once celebrated for aggressive
opportunism during periods of economic uncertainty now increasingly resembles
an institutional cash repository reluctant to engage meaningfully with the defining
capital allocation themes of the modern economy.

To Berkshire loyalists, this caution reflects discipline. To increasingly skeptical
markets, it reflects exhaustion.
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B. The Opportunity Cost Problem

The central problem confronting Berkshire’s modern capital allocation framework
is not simply the existence of large cash balances. The deeper issue is the
extraordinary opportunity cost associated with maintaining such balances during
one of the most transformational economic periods in modern financial history.

.‘ The contemporary market environment has been defined by enormous capital

5 migration into sectors characterized by scalable technological leverage, software

o economics, artificial intelligence infrastructure, semiconductor architecture, cloud

¢ e computing, digital networks, private credit expansion, and energy-transition

investment platforms. These sectors have not merely outperformed traditional
industrial businesses; they have fundamentally reshaped the valuation architecture
of modern equity markets.

In such an environment, Berkshire increasingly appears structurally misaligned
with the dominant engines of economic expansion.

Artificial intelligence alone has catalyzed trillions of dollars in market
capitalization creation across hardware manufacturers, cloud infrastructure
operators, hyper-scale computing providers, and enterprise software ecosystems.
Semiconductor firms have emerged as foundational geopolitical and economic .
assets central to national competitiveness and digital infrastructure development. ®
Private credit markets have experienced explosive institutional growth as banks
retrench and alternative lenders capture increasing market share. Meanwhile, -~ g
energy-transition investments involving grid modernization, battery systems,
renewable infrastructure, and electrification technologies continue attracting .
extraordinary flows of both public and private capital. N

Against this backdrop, Berkshire’s capital allocation posture increasingly appears
reactive rather than visionary.

This perception is particularly damaging because Berkshire historically marketed
itself—explicitly or implicitly—as an institution capable of identifying durable
economic value before broader markets fully recognized its significance. Buffett’s
reputation was built upon disciplined contrarianism coupled with strategic
foresight. Berkshire historically projected confidence that it could remain patient ®
while competitors succumbed to speculative excess, only to later deploy capital
advantageously once valuations normalized.

I
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The problem today is that Berkshire increasingly appears not selectively patient,
but strategically absent.

The company’s immense liquidity reserves might be more defensible if Berkshire
were simultaneously executing bold acquisitions, building meaningful next-

o generation technology exposure, or aggressively repositioning its operating
Ry portfolio toward emerging growth ecosystems. Instead, Berkshire’s current posture
: increasingly communicates institutional conservatism bordering on strategic
g immobilism.
o
® 8 This creates a dangerous perception problem in modern equity markets.

Markets reward corporations perceived as aligned with future economic
architecture. They punish corporations perceived as anchored to legacy sectors with
declining relative dynamism.

Berkshire’s  portfolio composition—railroads, utilities, mature insurance
operations, industrial manufacturing, consumer brands, and large Treasury
reserves—may produce stability, but stability alone rarely commands premium
multiples during periods dominated by technological acceleration and platform
scalability.

Indeed, Berkshire increasingly resembles a twentieth-century conglomerate
operating within a twenty-first-century valuation regime. *

The implications extend beyond simple optics. Opportunity cost represents a
genuine economic phenomenon. Capital allocated defensively into short-duration
Treasuries during periods of explosive growth elsewhere necessarily forfeits
potential upside associated with transformational secular trends. Berkshire’s

enormous liquidity position therefore increasingly invites a critical question from ¢
investors: whether the company’s conservative posture reflects superior
discipline—or merely a growing inability to compete effectively for high-growth .
opportunities in modern markets. ®

That question becomes especially acute in light of Berkshire’s scale constraints.

At Berkshire’s current size, incremental growth requires extraordinarily large
deployment opportunities to meaningfully impact aggregate earnings. Yet the
corporation’s increasing conservatism simultaneously narrows the universe of
transactions management appears willing to pursue. 5
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The resulting dynamic is deeply problematic: Berkshire possesses too much capital
to generate meaningful growth through smaller investments, yet appears
increasingly reluctant to pursue the type of aggressive transformational
deployments necessary to sustain historical compounding rates.

This tension lies at the core of Berkshire’s valuation compression.

Markets increasingly appear to believe that Berkshire’s future consists less of
strategic transformation and more of institutional preservation. The company may
remain financially formidable. It may continue generating enormous cash flows. It
may remain exceptionally resilient during economic downturns.

But resilience alone is insufficient to justify historical premium valuation status.

Premium multiples are awarded to corporations expected to shape the future—not
merely survive it.

Berkshire increasingly appears optimized for preservation rather than dominance.

C. Cash as Evidence of Strategic Exhaustion

Perhaps the most damaging interpretation of Berkshire’s immense liquidity
reserves is not that management is overly conservative, but that the corporation has
entered a phase of strategic exhaustion intrinsic to mega-cap conglomerate
maturity.

Historically, Buffett demonstrated extraordinary willingness to deploy capital
aggressively during periods of systemic stress. During prior crises, Berkshire acted
not merely as a passive observer but as an active stabilizing force within American
finance. Buffett deployed capital into distressed institutions with remarkable
decisiveness, frequently securing highly favorable economic terms unavailable to
ordinary market participants. These transactions reinforced Berkshire’s image as a
uniquely opportunistic allocator capable of transforming volatility into long-
duration shareholder value creation.

That version of Berkshire commanded premium multiples because investors
believed the corporation possessed strategic imagination coupled with institutional
courage.

I
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The emerging Abel-era anticipation, however, increasingly suggests a materially
different corporate identity.

Under Greg Abel’s looming stewardship, Berkshire appears less focused on
transformational deployment and more focused on preservation of the existing

o institutional structure. The company increasingly resembles an enormous reservoir
Ry of defensive capital rather than an aggressive redeployment engine seeking to
: exploit structural market inefficiencies.
L]
Y Markets recognize this transition intuitively.
L R

Investors generally do not award premium valuation multiples to inert balance
sheets regardless of how strong those balance sheets may appear in absolute terms.
Cash, in and of itself, does not create exceptional shareholder value. Cash merely
represents un-deployed potential. The value of that potential depends entirely upon
management’s perceived ability to convert liquidity into superior future returns.

Historically, Berkshire benefited from nearly unquestioned confidence regarding
that capability. Today, that confidence appears increasingly diluted.

Indeed, Berkshire’s current liquidity profile may paradoxically reinforce concerns
regarding declining strategic dynamism rather than alleviate them. If Berkshire
truly possessed abundant high-conviction opportunities consistent with its
historical compounding model, investors reasonably ask why such enormous *
quantities of capital remain concentrated in low-yield preservation instruments.

The absence of compelling answers intensifies skepticism.

Moreover, Berkshire’s growing emphasis on liquidity preservation risks :
undermining the very mythology that historically differentiated the corporation ¢

from ordinary conglomerates. Berkshire once projected institutional fearlessness.
Today, it increasingly projects caution. Berkshire once symbolized offensive .
patience. Today, it increasingly symbolizes defensive reservation.

This evolution is subtle but enormously consequential from a valuation standpoint.

Corporations perceived as strategically exhausted do not command exceptional
multiples regardless of balance-sheet strength. Markets may reward them with
stability premiums during periods of uncertainty, but they do not assign them elite
growth valuations associated with transformative future potential.

That distinction explains much of Berkshire’s current market predicament.
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The company remains respected. It no longer appears feared.

And in modern capital markets, the distance between those two perceptions is often
measured directly through multiple compression.

V. PEER COMPARISON — WHY COMPETITORS COMMAND
SUPERIOR VALUATIONS

A. Black Rock 27X VERSUS 14X FOR BERKSHIRE

Why the Market Pays More

Black Rock commands superior valuation treatment because markets perceive the
firm as structurally aligned with the dominant secular trends reshaping global asset
management. Unlike Berkshire, whose earnings remain heavily tied to capital-
intensive operating subsidiaries, Black Rock benefits from highly scalable fee-
based economics capable of generating incremental revenue growth without
proportionate increases in physical asset intensity.

The company’s enormous exposure to ETF expansion through its iShares platform
positions Black Rock directly within one of the most durable long-term trends in
global investing: the migration from active discretionary management toward low-
cost indexed investment products and digitally scalable asset allocation systems.
This transition has generated recurring fee streams, extraordinary operating
leverage, and structurally attractive margins.

Equally important, Black Rock increasingly positions itself at the intersection of
finance, technology, and data infrastructure. Its Aladdin platform, data analytics
capabilities, and Al integration initiatives reinforce the perception that Black Rock
Is not merely an asset manager, but a financial technology ecosystem embedded
deeply within institutional capital markets.

Markets reward such positioning because scalability and technological leverage
command premium valuation treatment in contemporary equity markets.

By contrast, Berkshire’s operations remain disproportionately concentrated in
businesses requiring heavy capital expenditure, physical infrastructure
maintenance, regulatory oversight, and operational complexity.
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Railroads, utilities, insurance subsidiaries, and manufacturing operations may
generate stable cash flow, but they lack the scalable economic characteristics

driving modern premium valuations.

Berkshire’s Weakness by Comparison

" Relative to Black Rock, Berkshire increasingly appears operationally cumbersome
and strategically slow-moving.

L]

Y Its earnings velocity remains comparatively modest because substantial portions of

¢ | Fell its business portfolio operate within mature industries characterized by incremental

i rather than exponential growth. Berkshire’s capital-intensive structure also
suppresses flexibility. Rail infrastructure requires continuous maintenance
expenditures. Utility operations require enormous regulatory-compliant capital
deployment. Insurance operations remain exposed to cyclical underwriting
dynamics and competitive pricing pressures.

Most importantly, Berkshire lacks a coherent innovation narrative.

Black Rock projects adaptation, scalability, and technological integration.
Berkshire projects durability, conservatism, and institutional permanence. While

durability remains valuable, modern markets consistently assign higher multiples to s
corporations perceived as structurally connected to future economic architecture. i ®
This distinction increasingly explains why Black Rock commands stronger .

valuation support despite Berkshire’s immense scale and balance-sheet strength.

B. Blackstone

Why Blackstone Commands Premium Valuation N

Blackstone commands premium valuation treatment because the market perceives
the firm as among the most aggressive and sophisticated capital deployment
engines in global finance. Unlike Berkshire’s increasingly preservation-oriented
posture, Blackstone continually projects expansion, opportunism, and institutional .
ambition.
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The firm’s dominance in private credit, real estate, infrastructure, and alternative
asset management positions it directly within some of the fastest-growing segments
of institutional finance. As traditional banking institutions retrench under
regulatory constraints, private credit platforms such as Blackstone have expanded
aggressively into lending markets previously dominated by commercial banks.

Markets reward this aggressiveness because it signals adaptability and future-
oriented growth capacity.

Blackstone also benefits from a powerful fundraising ecosystem. Institutional
investors continue allocating enormous pools of capital toward alternative assets in
search of vyield, diversification, and inflation protection. Blackstone therefore
enjoys not merely strong earnings growth, but also a compelling strategic narrative
centered around expansion into structurally advantaged financial ecosystems.

Berkshire’s Contrast

Berkshire increasingly presents the opposite profile.

Where Blackstone aggressively monetizes market dislocations, Berkshire
increasingly accumulates liquidity without corresponding transformational
deployment. Where Blackstone projects institutional dynamism, Berkshire
increasingly projects caution. Where Blackstone continually expands into new
capital formation ecosystems, Berkshire remains anchored primarily to legacy
industrial and insurance structures.

The market notices this divergence.

Berkshire’s enormous cash reserves increasingly appear less like latent opportunity
and more like un-deployed inertia when contrasted against Blackstone’s relentless
capital mobilization strategy. Investors may admire Berkshire’s conservatism, but
admiration does not necessarily translate into premium valuation multiples.

Markets reward perceived growth trajectories and strategic aggressiveness.
Berkshire increasingly appears defensive rather than opportunistic.
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C. The Progressive Corporation

Progressive’s Advantage

Progressive commands superior operational perception because the company
increasingly represents the technologically adaptive future of insurance
~N underwriting. The firm has invested aggressively in data analytics, pricing
’ algorithms, telematics, and Al-enhanced risk assessment systems capable of
refining underwriting precision and accelerating operational responsiveness.

* This technological integration matters enormously within modern insurance
i markets.

Insurance increasingly functions not merely as a capital business, but as a data
business. Firms capable of leveraging real-time behavioral analytics, predictive
modeling, and automated underwriting systems possess meaningful structural
advantages in customer acquisition, risk pricing, and operational efficiency.
Progressive has successfully cultivated the perception that it understands this
transition.

Berkshire’s Weakness

Berkshire’s insurance platform, particularly through GEICO, increasingly appears .
comparatively mature and strategically less adaptive. ®
GEICO once represented one of Berkshire’s crown jewels—a low-cost .

underwriting machine benefiting from direct-to-consumer scale advantages and
strong brand recognition. Yet in recent years, GEICO has faced mounting
competitive pressure from technologically sophisticated rivals deploying ®
increasingly advanced data-driven underwriting architectures.

This matters because Berkshire’s insurance operations historically constituted a :
central pillar of the Buffett compounding model. Insurance float generated low-cost ®
capital capable of financing broader investment activity across the Berkshire
ecosystem. If Berkshire’s insurance engine increasingly loses competitive
dynamism, the broader economic architecture supporting Berkshire’s historical
superiority weakens correspondingly.

Markets appear increasingly aware of this risk.
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D. Chubb Limited

Why Chubb Trades Better Operationally

Chubb benefits from a cleaner, more focused operational identity centered around
disciplined underwriting execution and specialized insurance expertise. Markets
reward clarity. Chubb’s business model is comparatively straightforward, its
strategic narrative coherent, and its underwriting reputation strong.

This operational focus produces valuation benefits because investors can more
easily evaluate management performance, underwriting discipline, and capital
allocation efficiency within a concentrated insurance framework.

Berkshire’s Problem
Berkshire’s conglomerate complexity increasingly obscures accountability.

The corporation spans insurance, railroads, utilities, industrial manufacturing, retail
operations, consumer products, and enormous investment portfolios. Such breadth
once reinforced Berkshire’s aura of institutional omnipotence.

Today, however, it increasingly creates analytical opacity and managerial diffusion.
Conglomerate complexity can suppress valuation multiples when investors
conclude that diversification impedes strategic focus, obscures underperformance,
or weakens operational accountability. That risk increasingly confronts Berkshire.

VI. BERKSHIRE’S RETURNS ON CAPITAL NO LONGER JUSTIFY
EXCEPTIONAL VALUATION

A. Mediocre ROE and ROIC

Berkshire’s current return profile no longer materially distinguishes the corporation
from broader industry comparables. Return on equity approximates roughly 7.3%
versus industry averages near 8%, while return on invested capital approximates
roughly 5.9% versus industry averages around 6.2%.

For an ordinary conglomerate, such figures might appear acceptable. For Berkshire
Hathaway, they are profoundly revealing.
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Historically, Berkshire justified premium valuation treatment because markets
believed the company could generate superior returns on retained capital over long
durations. Once Berkshire’s returns converge toward industry mediocrity, the

intellectual foundation supporting the “Buffett premium” deteriorates substantially.

B. The Fundamental Problem

L]

. ’ The fundamental problem confronting Berkshire is straightforward: the company

] continues retaining enormous quantities of capital while generating merely average
- * incremental returns on that capital.

That dynamic is devastating from a valuation standpoint.

Historically, investors tolerated Berkshire’s refusal to distribute earnings because
they trusted management’s ability to redeploy retained capital at exceptional rates
of return. If Berkshire now generates only average returns despite retaining
extraordinary quantities of capital, the rationale for permitting indefinite internal
capital accumulation weakens dramatically. At that point, Berkshire increasingly
resembles a mature balance-sheet aggregator rather than an elite compounding
vehicle.

C. The Conglomerate Penalty Returns

Modern markets reward specialization, scalability, software economics, and .
platform leverage. Berkshire increasingly embodies the opposite characteristics:
industrial sprawl, capital intensity, and managerial diffusion. .

Conglomerates historically benefited from diversification advantages during .
periods when capital markets were less efficient and internal corporate financing ¢

structures offered meaningful strategic flexibility. Today, however, investors
increasingly prefer transparent, specialized businesses capable of generating high .
incremental returns with scalable economic models.

Berkshire’s sprawling structure increasingly appears less like strategic brilliance
and more like institutional inertia accumulated over decades of acquisition activity.

I




STERLING COOPER, INC.

_MERCHANT BANKING - CONSULTING _

\"“ngbf'“"

VIil. RELATIVE MARKET PERFORMANCE SUGGESTS
INSTITUTIONAL DOUBT

A. Underperforming the S&P 500

Berkshire’s recent market performance increasingly reinforces broader concerns
regarding slowing strategic dynamism. The company has materially lagged broader
market performance across multiple periods, including negative or weak annual
returns during intervals in which the broader S&P 500 demonstrated considerably
stronger appreciation.

Such underperformance matters because Berkshire historically marketed itself—
explicitly or implicitly—as a superior long-duration compounding vehicle capable
of outperforming conventional market benchmarks over time. Increasingly,
however, Berkshire appears merely to track broad defensive market characteristics
rather than generate differentiated alpha.

B. Technical Weakness Reinforces Fundamental Concerns
Technical indicators reinforce these broader fundamental concerns.

Analytical commentary characterizes Berkshire’s stock performance as below
average relative to broader markets, identifies negative relative strength
characteristics, and references bearish trend indicators associated with weakening
momentum.

While technical analysis alone cannot determine long-term intrinsic value,
persistent relative weakness often reflects deeper institutional skepticism regarding
future growth trajectories and strategic positioning. Markets increasingly appear
unconvinced that Berkshire’s future earnings profile justifies premium treatment.

C. The Market No Longer Treats Berkshire as an Alpha Vehicle

Perhaps most consequentially, Berkshire increasingly trades less like a superior
compounding engine and more like a defensive balance-sheet instrument.

Historically, investors purchased Berkshire because they believed the corporation
could materially outperform broader markets through superior capital allocation
discipline. Today, Berkshire increasingly functions as a stability proxy—a
financially resilient conglomerate valued principally for preservation characteristics
rather than transformational upside potential.
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That transition represents the essence of Berkshire’s modern valuation crisis. The
company remains immense. It remains liquid. It remains respected. But the market

no longer appears convinced that it remains exceptional.

s VIIl. THE CENTRAL CONTRADICTION — BERKSHIRE IS “CHEAP”
S BECAUSE GROWTH EXPECTATIONS HAVE DETERIORATED
A. Bulls Misinterpret Low P/E as Bargain
L
o One of the most persistent analytical errors committed by Berkshire loyalists is the

reflexive assumption that a compressed earnings multiple necessarily implies
material undervaluation.

This argument—repeated frequently across financial media, retail investor
commentary, and portions of the value-investing community—rests upon the
simplistic premise that Berkshire’s current ~14x earnings multiple automatically
represents a discount relative to intrinsic worth. That interpretation, however,
fundamentally misunderstands how modern equity markets price deteriorating
strategic expectations.

A low multiple is not inherently evidence of opportunity. Frequently, it is evidence
of skepticism.

Markets compress valuation multiples for reasons. Multiples do not contract in a
vacuum. They contract when institutional investors conclude that future growth
rates are slowing, returns on incremental capital are deteriorating, managerial edge
is weakening, or structural advantages are eroding. In Berkshire’s case, the
company’s compression toward ordinary financial-sector valuation levels
increasingly appears less like irrational market neglect and more like a rational re-
pricing of a corporation confronting the limits of scale, succession, and strategic
maturity.

Historically, Berkshire commanded premium valuation treatment because investors
believed the company could generate superior future returns on retained capital.
The market effectively capitalized Buffett’s anticipated future brilliance into
Berkshire’s present valuation. Under that framework, Berkshire’s retained earnings
possessed a qualitatively different character than retained earnings at ordinary
corporations because investors trusted Buffett’s ability to transform un-deployed
liquidity into extraordinary long-duration shareholder value.
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That assumption no longer enjoys unquestioned market acceptance.

Today, Berkshire’s compressed multiple increasingly reflects institutional doubt
regarding whether future retained capital can still generate historically exceptional
returns. The distinction is critical. Berkshire’s lower valuation may not indicate that
the market is underestimating the company. Rather, it may indicate that the market
has materially reduced expectations regarding Berkshire’s future compounding
capabilities.

This distinction becomes especially important when evaluating Berkshire relative
to modern high-multiple enterprises operating within software, artificial
intelligence, semiconductor, cloud infrastructure, and scalable financial
ecosystems.

Markets assign elevated valuations to companies perceived as capable of sustaining
rapid earnings growth, technological adaptation, and scalable operating leverage.
Berkshire increasingly projects almost the opposite profile: institutional stability,
enormous liquidity, mature operating businesses, and comparatively modest growth
trajectories. Such characteristics may justify resilience premiums during periods of
macroeconomic uncertainty. They do not necessarily justify elite compounding
multiples.

Indeed, Berkshire’s defenders frequently invoke the corporation’s immense cash
reserves, fortress balance sheet, and operating durability as evidence that the
market is irrationally discounting the company’s strengths. Yet these same
characteristics may simultaneously explain why the market has reduced Berkshire’s
valuation premium. Mature corporations emphasizing preservation over aggressive
expansion routinely trade at lower multiples because investors anticipate slower
future earnings growth.

The market’s message appears increasingly clear: Berkshire is no longer being
valued as a uniquely advantaged growth allocator. It is being valued as a mature
institutional preservation vehicle.

That transition has profound implications.

Historically, Berkshire’s premium multiple reflected belief in exceptionalism.
Today, the company’s compressed multiple increasingly reflects normalization.
Berkshire is no longer treated as categorically different from other mature
conglomerates. It is increasingly analyzed through the same valuation framework
applied to slower-growth financial-industrial incumbents.
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52 This re-rating process explains why Berkshire’s lower multiple should not
automatically be interpreted as a bargain. Sometimes low valuations emerge
because markets have become excessively pessimistic. Other times, low valuations
emerge because the underlying growth narrative has genuinely weakened.

o Berkshire increasingly appears to belong to the latter category.

. .

L]

o B. Berkshire’s Discount Reflects Structural Deterioration in Market
s Expectations

Berkshire’s current discount relative to historical valuation norms reflects not one
isolated concern, but a convergence of multiple structural anxieties that collectively
undermine the investment thesis historically supporting the “Buffett premium.”

Foremost among these concerns is succession uncertainty.

For decades, Berkshire’s valuation architecture depended heavily upon investor
faith in Warren Buffett’s unique capital allocation capabilities. Buffett’s judgment
functioned as Berkshire’s central intangible asset. His reputation allowed the
corporation to retain enormous earnings internally without triggering significant
shareholder pressure for distributions or structural simplification. Investors trusted
Buffett to identify superior opportunities over long durations, even when Berkshire
appeared temporarily inactive.

That trust is inherently difficult to transfer.

Greg Abel may prove operationally competent. He may preserve Berkshire’s
culture. He may even maintain disciplined balance-sheet management. Yet the
market increasingly appears unconvinced that Abel can replicate Buffett’s near-
mythological status as a once-in-a-generation allocator of capital. Berkshire’s
premium historically reflected not merely confidence in the company’s businesses,
but confidence in Buffett’s singularity. Once that singularity becomes uncertain,
multiple compression becomes almost inevitable.

Second, Berkshire faces slowing capital deployment efficiency arising directly
from its extraordinary scale.

The corporation’s sheer size increasingly constrains its ability to generate
meaningful incremental growth. At Berkshire’s present capitalization level, even
multibillion-dollar investments may produce only marginal impacts on aggregate
earnings.
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52 The universe of opportunities sufficiently large to materially move Berkshire’s
financial profile continues narrowing as the corporation expands. Scale, once
Berkshire’s defining advantage, increasingly functions as structural gravity. This
problem is compounded by Berkshire’s increasingly defensive liquidity posture.

The company’s enormous Treasury holdings suggest either a lack of sufficiently
Ry attractive opportunities or growing reluctance to pursue aggressive deployment
: strategies. Neither interpretation supports premium valuation treatment.

A Third, Berkshire’s business mix increasingly appears mature and structurally
I misaligned with the dominant growth vectors driving contemporary capital
5 markets.

Large portions of Berkshire’s portfolio remain concentrated in rail transportation,
utilities, insurance operations, industrial manufacturing, and consumer businesses
characterized by comparatively modest growth trajectories and substantial capital
intensity. While such businesses may generate stable cash flows, they generally do
not command elevated valuation multiples in an economy increasingly dominated
by Al infrastructure, software ecosystems, semiconductor platforms, cloud
computing, and scalable digital networks.

Consequently, Berkshire’s operating composition increasingly appears backward-
looking relative to the sectors attracting premium market enthusiasm.

Fourth, Berkshire’s innovation exposure appears comparatively weak.

Modern equity markets reward corporations perceived as technologically adaptive
and structurally aligned with future economic architecture. Berkshire, by contrast,
projects institutional permanence rather than innovation leadership. Its investment
posture increasingly appears reactive rather than visionary, particularly relative to
firms aggressively integrating artificial intelligence, data analytics, cloud
infrastructure, and scalable software economics into their operating models.

Finally, Berkshire confronts perhaps the most consequential structural challenge of
all: the growing inability to scale transformational growth.

Historically, Berkshire’s greatest strength involved its ability to redeploy internally
generated capital into high-return opportunities during periods of market stress.
Today, however, the company’s immense scale substantially limits the range of
transactions capable of materially affecting aggregate performance.
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52 Simultaneously, the modern acquisition landscape has become intensely
competitive, dominated by private equity sponsors, sovereign wealth funds,
alternative asset managers, and infrastructure investors willing to pay increasingly
aggressive valuations.

2 As a result, Berkshire increasingly appears trapped between two structural realities:
L] .
. e too large to grow easily,
. ® e Vet too conservative to pursue aggressive transformation.
o
¢ ol This tension lies at the core of Berkshire’s current valuation compression.

C. The Market Is Re-Rating Berkshire as a Mature Utility-Like Conglomerate

The most consequential development in Berkshire’s modern market perception is
not outright hostility toward the company, but normalization.

The market still respects Berkshire.

It no longer appears willing to revere it.

This distinction matters enormously because Berkshire’s historical premium .

depended upon the perception that the corporation occupied a category .
fundamentally distinct from ordinary conglomerates. Berkshire was once viewed as
a perpetual compounding ecosystem governed by uniquely rational capital g
allocation principles. Investors believed Buffett’s judgment could continually
transcend the limitations ordinarily associated with size, diversification, and
bureaucratic complexity. ¢

Increasingly, however, the market appears to be re-rating Berkshire into a far more .
conventional category: the mature utility-like conglomerate.

Stable?
Yes.

Financially resilient?
Certainly.

Systemically important? N
Undoubtedly.
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But an elite compounder capable of materially outperforming broader markets over
long durations?

Increasingly doubtful.

This reclassification explains much of Berkshire’s multiple compression.

PY Utility-like corporations generally trade at lower multiples because markets
prioritize durability and income stability over aggressive future growth
. " expectations. Mature conglomerates similarly suffer valuation compression when
R ) investors conclude that complexity, capital intensity, and organizational sprawl

° outweigh diversification benefits.

Berkshire increasingly exhibits many of these characteristics simultaneously.

Its immense liquidity reserves reinforce the perception of institutional
conservatism. Its operating portfolio skews toward mature sectors requiring heavy
capital investment and regulatory oversight. Its future leadership remains untested
at Buffett’s historical level of institutional credibility. Its ability to deploy
incremental capital at superior rates appears increasingly constrained by scale.

Collectively, these realities push Berkshire away from the category of “exceptional
allocator” and toward the category of “high-quality institutional incumbent.”

That transition is enormously significant because markets value incumbency and
exceptionalism very differently.

Exceptional corporations command aspirational multiples tied to future
possibilities. Incumbent corporations command defensive multiples tied to stability
and preservation.

Berkshire increasingly trades like the latter.

IX. GREG ABEL’S DEFINING PROBLEM: MANAGING SIZE WITHOUT
EXCEPTIONALISM

A. Buffett Could Overcome Berkshire’s Size

Historically, Buffett succeeded in overcoming Berkshire’s immense scale because
he possessed several advantages effectively unavailable to ordinary corporate
executives.
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2 First, Buffett possessed unparalleled reputational leverage. Sellers preferred
Berkshire because Buffett represented permanence, transaction certainty, and
minimal post-acquisition disruption. During periods of market stress, Buffett’s
endorsement itself functioned as institutional validation. This reputational capital
frequently allowed Berkshire to access opportunities unavailable to competitors.

Ry Second, Buffett demonstrated extraordinary timing discipline. He accumulated
: liquidity during speculative periods and deployed capital aggressively during
moments of systemic panic. Berkshire’s crisis-era transactions involving distressed

S financial institutions reinforced the perception that Buffett possessed unique

¥ psychological discipline capable of transforming volatility into strategic advantage.

Third, Buffett operated with concentrated conviction. Berkshire frequently pursued
large, asymmetric investments based upon Buffett’s long-duration confidence in
particular businesses, industries, or economic trends. Markets rewarded this
decisiveness because it differentiated Berkshire from bureaucratic corporate actors
governed primarily by quarterly earnings management and committee-driven
caution.

Finally, Buffett excelled at opportunistic deal making. Berkshire’s structure
allowed Buffett to move quickly during periods when competitors were constrained
by leverage concerns, regulatory pressures, or financing uncertainty. This
opportunism became central to Berkshire’s mythology as an elite capital allocator.

Collectively, these capabilities allowed Buffett to partially transcend the structural
limitations associated with Berkshire’s increasing scale.

The problem confronting Greg Abel is that many of these advantages were personal
rather than institutional.

B. Abel Faces Structural Gravity

Greg Abel inherits a corporation of extraordinary size but diminishing strategic
flexibility.

Berkshire is now simply too large for easy outperformance. Generating materially
above-market returns at Berkshire’s present scale requires deployment
opportunities of enormous magnitude. Yet the larger Berkshire becomes, the fewer
opportunities exist capable of meaningfully affecting aggregate earnings.
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This is the unavoidable mathematics of mega-cap conglomerates.

Simultaneously, Berkshire’s sprawling structure increasingly undermines
operational sharpness.

s The corporation now spans insurance, freight rail, regulated utilities, industrial
PY manufacturing, retail operations, energy infrastructure, consumer brands, and
enormous securities portfolios. Such diversification once reinforced Berkshire’s
. ® aura of institutional omnipotence. Increasingly, however, it risks creating
R ) managerial diffusion, analytical opacity, and slower strategic responsiveness.
s >

Modern markets reward focus, scalability, and adaptability. Berkshire increasingly
represents breadth, capital intensity, and institutional inertia.

The company also appears structurally conservative relative to the dominant
growth ecosystems shaping modern capital markets. Al infrastructure, cloud
computing, semiconductors, private credit, software platforms, and scalable digital
systems increasingly command premium valuations because investors perceive
these sectors as aligned with future economic architecture.

Berkshire, by contrast, remains heavily concentrated in industries associated with
twentieth-century economic infrastructure rather than twenty-first-century
technological acceleration.

This creates a profound challenge for Abel. He must somehow sustain Berkshire’s ¢
historical aura of exceptionalism while operating a corporation increasingly
constrained by scale, diversification, and structural conservatism.

That is an extraordinarily difficult assignment. ‘

C. The Real Fear
The market’s central fear regarding Berkshire is not collapse.

No serious institutional investor believes Berkshire faces existential financial
distress. The corporation remains immensely liquid, highly diversified, and
operationally durable. Berkshire’s balance sheet remains among the strongest in
global corporate finance.
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The real fear is something potentially more corrosive to long-term valuation:
mediocrity.

Markets increasingly appear concerned that Berkshire may gradually evolve into a
slow-growing, highly stable conglomerate generating acceptable but unexceptional
returns while preserving immense pools of capital without meaningfully
transforming them into superior shareholder value creation.

That outcome would not destroy Berkshire.
It would merely normalize it.

And normalization is precisely what Berkshire’s compressed multiple increasingly
appears to reflect.

X. CONCLUSION — THE 14x MULTIPLE IS NOT A MISPRICING. IT IS
A MESSAGE.

A. Berkshire’s Valuation Compression Reflects Structural Skepticism

Berkshire’s current valuation compression reflects several interconnected market
judgments:

skepticism regarding post-Buffett leadership,

fading confidence in Berkshire’s historical capital allocation superiority,
slowing earnings dynamism,

deteriorating growth expectations,

and increasing concern that the corporation’s immense scale now functions
more as a constraint than a competitive advantage.

The market is not questioning Berkshire’s solvency. It is questioning Berkshire’s
future exceptionalism.

That distinction explains why Berkshire’s compressed multiple may persist despite
the company’s enormous liquidity, high-quality assets, and operational resilience.
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B. The Market’s Verdict
Berkshire Hathaway remains respected across global capital markets.

Its balance sheet commands admiration. Its institutional durability remains
extraordinary. Its operating subsidiaries continue generating substantial cash flows.
Its insurance platform remains systemically significant. Its liquidity reserves
remain unparalleled among major conglomerates.

But respect and reverence are not equivalent.

Historically, Berkshire commanded both.

Increasingly, however, the market appears willing to grant only the former.
Berkshire is still viewed as safe.

It is no longer universally viewed as exceptional.

C. Final Closing Line

Warren Buffett built Berkshire Hathaway into a financial empire capable of
commanding extraordinary market faith. Greg Abel now confronts a far harsher
challenge: proving that Berkshire’s future represents something more than the slow
monetization of Buffett’s past.

APPENDIX A — VALUATION COMPRESSION SUMMARY TABLE

Metric Historical Berkshire Current Berkshire
Perception Perception

Valuation Status Elite Compounder Mature Conglomerate
Market Multiple Premium (18x-19x+) ~14x Earnings
Cash Holdings Strategic Optionality Potential Capital Paralysis

Management Buffett Exceptionalism Succession Uncertainty

Narrative

Growth ldentity Opportunistic Compounding Defensive Preservation
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""Capital Allocation

Aggressive & Asymmetric

Cautious & Incremental

Market

Classification

Institutional Alpha Vehicle

Utility-Like Stability Asset

APPENDIX B — PEER COMPARISON MATRIX

Company

Market Narrative

Structural
Advantage

Berkshire Contrast

Black Rock

Scalable financial

technology ecosystem

ETF dominance,
Al/data integration

Capital-intensive
industrial exposure

Blackstone

Aggressive capital
deployment platform

Private credit &
alternatives growth

Defensive liquidity
accumulation

The
Progressive
Corporation

Technology-driven
insurer

Data analytics &
adaptive
underwriting

GEICO perceived as
slower-moving

Chubb Limited

Focused underwriting
excellence

Operational clarity
& discipline

Conglomerate
complexity

PREMIUM

l

l

l

l

l
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BUFFETT REPUTATIONAL EDGE

Historical Premium Valuation

Succession Uncertainty Emerges

Massive Retained Earnings Accepted by Market

Confidence in Future Capital Allocation Weakens

APPENDIX C — FLOW CHART: THE EROSION OF THE BUFFETT
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Cash Hoard Reinterpreted as Inertia
!
Growth Expectations Compress
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L Market Re-Rates Berkshire
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~14x Earnings Multiple
!

“Elite Compounder” Narrative Deteriorates

APPENDIX D — BERKSHIRE STRATEGIC DIAGNOSIS SNAPSHOT

Historical Berkshire

Opportunistic

Contrarian

Aggressive during crises
Exceptional capital redeployment
Buffett-centric institutional trust

Emerging Berkshire

Defensive
Preservation-oriented
Scale-constrained

Slower deployment velocity
Abel-era uncertainty
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APPENDIX E — EXECUTIVE SUMMARY VISUAL

THE VANISHING BUFFETT PREMIUM

NOW
Buffett Exceptionalism Post-Buffett Skepticism
Aggressive Dealmaking Treasury Accumulation
Elite Capital Allocation Slower Capital velocity
Premium Valuation ~14x Earnings Multiple
Strategic Opportunism Institutional Conservatism

Market Reverence Market Respect oOnly

CENTRAL MARKET FEAR:
NOT COLLAPSE
BUT
MEDIOCRITY

NEW CEO
$25 MILLION
SALARY
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