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Berkshire 2021 Earnings Update 

There are many ways to value Berkshire but I prefer the one most promoted by Warren Buffett 

where the focus is on the value created over the year. According to Buffett the only 100% correct 

way to measure intrinsic value by looking at the change in book value over the year, thus the 

earnings.  

There are two factors adding up to BRK’s earnings – its operating earnings from the businesses it 

own 100% like Burlington, Geico, See’s Candy and many others and other insurance that includes the 

dividends received form the stock portfolio: 

 

The other factor is that BRK doesn’t account for the earnings the above companies make as it 

accounts only for dividends. Thus, as Apple makes $100 billion and of that pays around $13 billion in 

dividends – BRK’s share of that is 5.6%. Thus, BRK’s share of earnings that are not reported for apple 

are close to $5 billion to round things up. 

2021 might be higher, but I prefer taking an average number for the above companies as Bank of 

America has stellar earnings in 2021 – so my average cycle assumption is for the hidden earnings to 

be around $8.5 billion. 

Add the $8.5 billion to the $27.5 billion of earnings the owned businesses made, and one can 

assume BRK makes about $36 billion per year (this eliminates the skewed impact of accounting stock 

price changes in the net earnings as accounting rules require). 
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This brings to valuation – expecting growth ahead (think also of recessions here and there) of 6 %, 

BRK is overvalued if you expect a 10% business return and give it a historical multiple of 15. 

 

So, nothing special to report here on BRK earnings – the financial fortress keeps delivering and will 

likely do well from a business perspective going forward. However, due to size, the inability to invest 

the $144 billion on the balance sheet, returns ahead will likely be in the single digits and that is also 

what should be expected from the stock price over the long-term. 

 


