
An	Update	from	Warren	Buffett

For	all	investors	-	whether	you	own	Berkshire	Hathaway	shares	or	not	-	the
company’s	 annual	 report	makes	 for	 both	 interesting	 and	 essential	 reading.
Warren	Buffett	took	control	of	a	struggling	textile	business	in	1965,	and	has
transformed	 it	 into	 the	world’s	 leading	 investment	 company.	Over	 the	past
six	decades,	Berkshire	Hathaway’s	per-share	market	value	has	compounded
at	19.9%	per	annum,	nearly	double	the	return	of	the	S&P500.

A	Strong	2024	Performance

Despite	 53%	 of	 Berkshire’s	 189	 businesses	 seeing	 earnings	 decline,	 the
company	 outperformed	 expectations	 with	 operating	 earnings	 rising	 to
$47.4	 billion,	 from	 $37.3	 billion	 in	 2023.	 A	 large	 contribution	 was
investment	income	on	the	cash	pile.

The	Biggest	Corporate	Taxpayer	in	America

Berkshire	set	a	new	US	record,	paying	$26.8	billion	in	corporate	income	tax—
more	 than	 any	 other	 company,	 including	 tech	 giants.	 Buffett	 calls	 it	 a
testament	to	long-term	reinvestment	over	short-term	payouts.

Admitting	Mistakes

Warren	Buffett	isn’t	shy	about	admitting	errors.	He	noted	that	during	2019-
2023,	 he	 used	 the	 words	 “mistake”	 or	 “error”	 16	 times	 in	 his	 letters,
contrasting	 with	 many	 large	 companies	 that	 never	 publicly	 acknowledge
faults.	 His	 key	 lesson?	 The	worst	mistake	 isn’t	making	 a	 bad	 decision—it’s
failing	to	correct	it.

“Problems	 cannot	 be	 wished	 away.	 They	 require	 action,	 however
uncomfortable	that	may	be.”	

A	Massive	Cash	Hoard	–	But	Not	an	Investment	Strategy

Berkshire	 ended	 2024	 with	 a	 staggering	 $334	 billion	 in	 cash,	 but	 Buffett
insists	 that’s	 not	 an	 investment	 strategy.	 He’s	 simply	waiting	 for	 the	 right
deal.

“Berkshire	 will	 never	 prefer	 ownership	 of	 cash-equivalent	 assets	 over	 the
ownership	of	good	businesses…”

He	also	warned	against	over-reliance	on	paper	money:

“Paper	 money	 can	 see	 its	 value	 evaporate	 if	 fiscal	 folly	 prevails...	 Fixed-
coupon	bonds	provide	no	protection	against	runaway	currency.”

Berkshire's	Growing	Bet	on	Japan

Berkshire	 is	 increasing	 its	 investment	 in	 five	 major	 Japanese	 investment
companies	 (ITOCHU,	 Marubeni,	 Mitsubishi,	 Mitsui,	 and	 Sumitomo).	 The
company’s	$13.8	billion	investment	has	grown	to	$23.5	billion	in	value.
Buffett	has	long	praised	these	firms	for	their	disciplined	capital	allocation,
strong	management,	and	focus	on	shareholder	value.

"Over	 time,	 you	 will	 likely	 see	 Berkshire’s	 ownership	 of	 all	 five	 increase
somewhat."

Property	Casualty	(P/C)	Insurance	–	Berkshire’s	Core	Business

Insurance	 remains	 Berkshire’s	 foundation.	 Unlike	 most	 companies,	 its
business	model	is	unique:
	

1)	Premiums	are	received	upfront,	but	claims	may	not	be	settled	for	30	years
or	more.

2)	Growth	in	P/C	insurance	depends	on	economic	risk—less	risk	means	less
demand	for	insurance.
	

“No	risk—no	need	for	insurance.”

Final	Thoughts

Beyond	 the	 numbers,	 Buffett’s	 latest	 letter	 was,	 as	 always,	 filled
with	 timeless	 investing	 wisdom,	 insights	 and	 some	 warnings.	 He	 has
established	a	very	robust	business,	with	a	very	strong	balance	sheet,	and	a
diverse	range	of	investments.

Ian	De	Lange	CA(SA)
Chief	Investment	Officer

If	you	have	any	questions,	Ian	and	our	team	would	love	to	hear	from	you	on
global@seedinvestments.co.za.

Follow	Ian	De	Lange	on	Social	Media

https://www.seedinvestments.co.za/
https://x.com/iandelange1
https://www.linkedin.com/in/ian-de-lange-3111b76/

