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Abstract

Every year, forty thousand people make a pilgrimage to Omaha, Nebraska. Not for the jazz, not for
the steaks, but to sit in a basketball arena and listen to an old man talk about money. Warren Buffett
built the world's greatest investment machine from a failing textile mill, and the whole world watched
him do it.

Europe's best investors took notes. They had deep pockets, brilliant minds, and centuries of industrial
history. And yet, sixty years later, not one of them built anything close.

This is the story of why: four reasons, fifteen institutions, and one uncomfortable truth. The obstacles
were not just bad luck. Some were self-inflicted. Some were written into law. And some were baked
into the continent itself.

The story ends with a question: is it too late to try again?



Methodological note

Our analyses were substantially completed in late 2025 and early 2026. Documents and research
papers published after May 2026 have accordingly not been incorporated. Our ambition was to
examine an investment firm model (Berkshire Hathaway) that has worked very well in the USA for
the past decades yet did not seem to be that developed in Europe. Our research was based on publicly
available documents and interviews from Berkshire Hathaway executives.
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Introduction

In The Superinvestors of Graham-and-Doddsville, a 1984 speech delivered at Columbia Business
School, Warren Buffett argued that investors who follow a value approach have consistently
outperformed the market. He famously concluded: "the secret has been out for 50 years, ever since
Ben Graham and Dave Dodd wrote Security Analysis, yet I have seen no trend toward value investing
in the 35 years that I've practiced it." Four decades later, Buffett's remark still holds. His track record
as CEO of Berkshire Hathaway has inspired a group of well-known American followers, including
Bill Ackman, Seth Klarman, Dan Loeb and Tom Gayner, and a handful of British ones such as Terry
Smith and Chris Hohn. But the model he built has barely taken root in continental Europe.

The Berkshire Hathaway track record is one of the most remarkable in investing history. Between
1965 and 2024, the stock compounded at an average annual rate of 19.9%, nearly double the 10.4% of
the S&P 500 (dividends included). In concrete terms, $100 invested in Berkshire Hathaway in 1965
would be worth around $5.5 million at the end of 2024, compared to roughly $39,000 in the S&P 500.

Alongside these results, Buffett has been unusually open about how he invests. Through the annual
letters to Berkshire shareholders, the yearly meeting in Omaha, and countless media appearances, he
has explained his philosophy in plain language.

The model that Buffett defends, and that Berkshire Hathaway embodies, rests on six pillars:

1. A durable, teachable investment philosophy. Berkshire's returns are grounded in a framework
inherited from Benjamin Graham and Philip Fisher: buying good businesses at fair prices,
holding them for decades, and treating a share as fractional ownership in a real business rather
than a ticker symbol to be traded. This philosophy is public, transmissible, and has been
taught globally for over seventy years.

2. Permanent capital. Berkshire is funded by shareholders' equity and by the insurance float
generated by its subsidiaries (i.e., premiums collected before claims are paid) deployed as
long-dated, non-redeemable leverage without the pressure of redemptions or short-term
funding.

3. Along-term horizon. The company invests over decades, not quarters, and does not manage
its operations toward quarterly earnings targets.

4. A partnership mindset inside a corporate structure. Berkshire is legally a corporation, but
Buffett has always run it in the spirit of a partnership between him and its shareholders, with
his own net worth almost entirely held in Berkshire stock.

5. Asingle, durable capital allocator. For sixty years, every major investment decision has been
made by Buffett himself, which has produced an exceptional consistency of judgment across
market cycles.

6. Discipline on what to avoid. Berkshire stays away from what Buffett sees as the main sources
of capital destruction: balance-sheet leverage, and the steady flow of deal ideas pushed by
investment banks that rarely meet his bar.

The first pillar is, by Buffett's own design, available to anyone. The philosophy is public, the letters
are free, and the annual meeting in Omaha is open to every shareholder. The third through sixth pillars
are, in principle, managerial choices rather than legal privileges: they require ambition, a supportive
shareholder base, and access to capital markets, but not any specific regulatory regime. The second
pillar, however, rests on a structural advantage that is specifically American. The property-casualty
insurance float functions as permanent, low-cost leverage only because U.S. regulation requires
insurers to hold just 15 cents of capital against every dollar of common stock held. The European



equivalent, Solvency II, demands 39 cents for the same exposure and adds a further penalty for
concentrated portfolios. That asymmetry alone goes a long way toward explaining why Europe's
aggregate insurer equity allocation stands at 6—9% of assets, against roughly 36% at Berkshire.

And yet, sixty years after Buffett took control of Berkshire Hathaway, no European company has
come close to assembling them into a comparable vehicle. The gap is visible across two distinct
families of institutions that, a priori, should have been Europe's most natural candidates.

The first is the large European investment holding company. Several of them are anchored by patient
family capital and track records measured in generations: Investor AB has anchored the Wallenberg
ecosystem in Sweden since 1916; Ackermans & van Haaren has been listed in Belgium since 1984
with family roots going back to 1876; Groupe Bruxelles Lambert has been listed in Belgium for over
seventy years; Exor has represented the Agnelli interests through more than a century of industrial
history. Alongside them sit Wendel and Eurazeo in France, Sofina in Belgium, HAL Trust in the
Netherlands, Lundbergs in Sweden, and smaller vehicles such as Peugeot Invest and IDI. All of them
practise long-term ownership in their own way. None of them has compounded capital the way
Berkshire has, none combines the six pillars together, and none commands anywhere near the scale.
At the end of 2025, Berkshire Hathaway was worth roughly one trillion dollars of market value, the
only non-technology company in that club. Investor AB, Europe's largest investment holding, had a
net asset value of around €95 billion; GBL, HAL Trust and Exor NV each had market capitalisations
of between €10 billion and €15 billion. Europe's most admired compounders are an order of
magnitude, sometimes two, smaller than their American counterpart.

The second family is the European investment bank that, for much of the twentieth century, operated
as a de facto industrial capital allocator. Paribas and Suez in France, Mediobanca in Italy and
Deutsche Bank in Germany each sat at the heart of vast webs of industrial participations, exercised
long-term influence over their investee companies, and possessed something close to permanent
capital through their balance sheets. For decades they looked, on paper, like plausible candidates for a
European Berkshire. Each of them, in turn, unwound or was forced to unwind its industrial holdings:
Suez was dismantled, Paribas merged into BNP, Mediobanca progressively divested its historical
stakes and was recently acquired by Banca MPS, and Deutsche Bank sold down its industrial portfolio
under regulatory and market pressure. The bank-centred model of long-term industrial ownership,
once a defining feature of continental European capitalism, has largely been dismantled, and nothing
of Berkshire's scale has emerged in its place.

The gap is striking for two reasons. First, Europe has never lacked talented investors, patient family
capital, or deep pools of savings: the ingredients exist, and both families of near-misses had privileged
access to them. Second, the gap has persisted across decades, legal traditions, monetary regimes and
market cycles, which suggests it cannot be explained by any single factor, whether taxation,
regulation, or culture taken alone. This research identifies four structural causes. The first two concern
choices the institutions made themselves: an inheritance model that systematically prioritised family
control over minority shareholder returns, and a failure to make capital allocation into a full-time
specialist profession in the way Buffett did. The other two concern the environment they operated in:
prudential regulation, specifically Solvency II for insurers and the successive Basel accords for banks,
that made permanent equity investment progressively unworkable, and an economic and tax terrain
that offered a structurally smaller pool of high-quality compounding opportunities than the American
economy did.



This research paper takes that observation as its starting point and asks: What has blocked European
capital allocators from building an equivalent to Berkshire Hathaway?

Answering this question requires more than pointing to a single culprit. It calls for a structural
examination of European capitalism through the specific lens of permanent-capital compounding: the
history of how ownership has evolved, the legal and regulatory frameworks that shape shareholder
rights and bank-industry relationships, the tax regimes that govern retained earnings and cross-
holdings, the market structures that determine how capital is raised and reallocated, and the cultural
norms that have shaped how generations of European business leaders have thought about wealth,
ownership and long-term stewardship. This framework is then tested against the historical records of
the European institutions that came closest to assembling the Berkshire model and that, in each case,
stopped short of it. A final section turns from diagnosis to projection: it identifies the three European
vehicles best positioned today, namely Investor AB, Exor NV and HAL Trust, examines whether a
European Berkshire would answer a genuine economic need at this moment in European history, and
sets out the structural conditions under which it might finally emerge.

The case studies are organised in two families. The first brings together eleven European investment
holding companies, namely Investor AB, Ackermans & van Haaren, Groupe Bruxelles Lambert, Exor
NV, Wendel, Peugeot Invest, Sofina, HAL Trust, Lundbergs, Eurazeo and IDI, each examined as a
potential Berkshire analogue from the investment-holding side. The second revisits four universal
banks that once held significant industrial stakes, namely Paribas, Suez, Mediobanca and Deutsche
Bank, as potential Berkshire analogues from the banking side. Each case is read against the same set
of hypotheses, which makes it possible to identify, beyond the individual story, the features of
European capitalism that recur across cases and explain the persistent absence of a European
Berkshire.



I) Berkshire Hathaway & Warren Buffett, the ingredients of a
unique success

I.A) A durable investment philosophy, inherited from Graham and Fisher

Warren Buffett has long credited Benjamin Graham as the formative influence on his investment
philosophy. He first encountered The Intelligent Investor in 1950, at the age of nineteen, and
described it as the first book on investing that made sense to him. It has remained the bedrock of his
approach ever since: in the preface to the later editions, he wrote, "I read the first edition of this book
early in 1950, when I was nineteen. I thought then that it was by far the best book about investing ever
written. [ still think it is." On learning that Graham was teaching at Columbia, Buffett applied to
transfer there and enrolled later that year. Under Graham and David Dodd, he studied Security
Analysis, which gave him the technical foundations of value investing. In the foreword to the 6th
edition of Security Analysis, Buffett recalled: "I studied from Security Analysis while I was at
Columbia University in 1950 and 1951 when I had extraordinarily good luck to have Ben Graham and
David Dodd as teachers. Together, the book and the men changed my life."

From The Intelligent Investor and Security Analysis, Buffett internalised four concepts that have
anchored his career: intrinsic value, the margin of safety, "Mr Market," and the view of a share as a
fractional ownership interest in a business.

I.A.1) Intrinsic value

In Security Analysis, Graham defined intrinsic value in deliberately cautious terms: "We must
recognize, however, that intrinsic value is an elusive concept. In general terms it is understood to be
that value which is justified by the facts, e.g., the assets, earnings, dividends, definite prospects, as
distinct, let us say, from market quotations established by artificial manipulation or distorted by
psychological excesses"'. The discipline of valuing businesses on their underlying economics rather
than on prevailing sentiment has been central to Berkshire Hathaway's record, and no episode
illustrates it better than the Apple investment initiated in 2016. At the time, Tim Cook had been chief
executive for four years, the iPhone franchise was widely seen as cyclical and mature, and Apple
traded at roughly ten times earnings (its lowest multiple since the iPhone era began). Where the
consensus saw a volatile hardware manufacturer exposed to a single product cycle, Buffett saw a
consumer franchise with exceptional customer stickiness and pricing power. Between 2016 and 2018,
Berkshire deployed roughly $36 billion to build a position of approximately 907 million split-adjusted
shares, at an average cost of about $39.62 per share. Berkshire has since trimmed the holding
aggressively from 2023 onwards, realising around $145 billion of pre-tax proceeds while retaining a
residual stake still worth nearly $60bn today. Across realised proceeds and remaining market value,
the Apple position now represents one of the largest absolute dollar gains in Buffett's career (a 5.5x
return in less than 10 years).

1.A.2) Margin of safety

Graham's second foundational concept is the margin of safety. He defined it as the discount between
the price paid for a security and its conservatively estimated intrinsic value, arguing that this gap,
rather than any forecast of future prices, is what protects an investor from errors of analysis, errors of
judgement, and the inherent unpredictability of business outcomes. Graham wrote: "Confronted with a
challenge to distill the secret of sound investment into three words, we venture the motto, margin of

! Security Analysis, Benjamin Graham and David Todd, p.20



safety"?. The principle is deliberately conservative: an investor does not need to be precisely right
about intrinsic value, only approximately right, provided the price paid is low enough to absorb the
error.

No Berkshire investment illustrates the principle of price discipline more cleanly than the initial
purchase of The Washington Post Company in 1973. Buffett began acquiring shares early in the year
and by year-end held over 10% of the non-controlling B shares, having deployed $10.6 million at an
aggregate market capitalisation of roughly $100 million for the entire company. Against that price,
Buffett's own estimate of intrinsic business value sat around $400 million. Berkshire was therefore
acquiring an asset for not more than one-quarter of its conservatively estimated worth: a margin of
safety so large, in Buffett's own framing, that it required no fine arithmetic to be obvious. The 1973
purchase decision, viewed in isolation, is therefore a textbook application of Graham's principle: a
price set far enough below intrinsic value that the investor's potential downside is protected by the
discount itself.

1.A.3) “Mr. Market”, or being emotionally detached from markets movements

Graham's third concept, "Mr. Market," is the parable he constructed in The Intelligent Investor to
explain how a disciplined investor should relate to daily price quotations once a position has been
taken. Graham invited the reader to imagine a business partner who, every day, offers either to buy out
your share or to sell you his, at a price that swings wildly with his mood: euphoric one day,
despondent the next, indifferent the day after. The investor's task, Graham argued, is not to be infected
by Mr. Market's emotions but to exploit them: to transact with him only when the price he quotes
diverges meaningfully from underlying value, and otherwise to ignore him. Buffett returned to this
parable at length in his 1987 shareholder letter, and his framing remains the clearest restatement of
Graham's principle: "Ben's Mr. Market allegory may seem out-of-date in today's investment world, in
which most professionals and academicians talk of efficient markets, dynamic hedging and betas. (...)
In my opinion, investment success will not be produced by arcane formulae, computer programs or
signals flashed by the price behavior of stocks and markets. Rather an investor will succeed by
coupling good business judgment with an ability to insulate his thoughts and behavior from the super-
contagious emotions that swirl about the marketplace".

Where the margin of safety governs the moment of purchase, Mr. Market governs everything that
comes afterward, and the Washington Post position offers an unusually clean illustration of the second
half of the story. Through 1973 and 1974, Buffett's qualitative thesis on the Post was vindicated by its
operating performance: the underlying business continued to compound and intrinsic value grew. Mr.
Market, however, took the opposite view. By year-end 1974, in the depths of the bear market,
Berkshire's position showed a loss of approximately 25%, with the holding valued at $8 million
against its $10.6 million cost. Buffett's recollection in the 1985 shareholder letter is one of the cleanest
articulations of the parable he ever committed to writing: "What we had thought ridiculously cheap a
year earlier had become a good bit cheaper as the market, in its infinite wisdom, marked WPC stock
down to well below 20 cents on the dollar of intrinsic value." A trader judging the position by mark-
to-market discipline would have been forced to consider himself wrong; Buffett, judging it by the
underlying economics of the franchise, considered himself more right than before, and continued to
hold.

The eventual reward came in three reinforcing forms, and Buffett's own description is worth quoting
in full. With Katharine Graham as chief executive, the Post executed aggressive share repurchases at

2 The Intelligent Investor, Benjamin Graham, Chapter 20
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the depressed prices that Mr. Market was offering, while the underlying business compounded; in
time, the market revised its view. "Thus, we experienced a triple dip: the company's business value
soared upward, per-share business value increased considerably faster because of stock repurchases
and, with a narrowing of the discount, the stock price outpaced the gain in per-share business value."
By 1985, between the proceeds of a proportionate redemption and the year-end market value of the
remaining holding, the position had compounded to $221 million, a roughly twenty-fold return on the
original outlay over twelve years (28% CAGR). The episode encapsulates Graham's central insight:
the market quotation is a service offered to the investor, not an instruction to act. Berkshire's
willingness to remain comfortable with a position that Mr. Market was actively repudiating, and to
remain so for years before the gap closed, is one of the structural advantages that distinguishes a
permanent-capital compounder from an asset manager judged on quarterly performance. As later
sections will argue, it is also a discipline that European listed holdings have found considerably harder
to sustain in practice, given the persistent NAV discounts to which they are subject, discounts that are,
in essence, Mr. Market's standing verdict on their structures.

1.A.4) Shares should be viewed as a fractional ownership interest in a business

Graham's fourth concept is the most foundational of the four, because it underpins the other three. The
view of a share as a fractional ownership interest in a business, rather than a ticker symbol whose
price is to be traded, is the disposition that gives intrinsic value its meaning, makes the margin of
safety calculable, and turns Mr. Market into a partner to be exploited rather than a signal to be
followed. Graham put the principle in a single line: "Investment is most intelligent when it is most
businesslike"*. Buffett extended the formulation in the 1987 shareholder letter: "Whenever Charlie
and I buy common stocks for Berkshire's insurance companies [...] we approach the transaction as if
we were buying into a private business. We look at the economic prospects of the business, the people
in charge of running it, and the price we must pay. We do not have in mind any time or price for sale.
Indeed, we are willing to hold a stock indefinitely so long as we expect the business to increase in
intrinsic value at a satisfactory rate".

Berkshire's purchase of Coca-Cola between 1988 and 1989 is the demonstration of this disposition in
practice. The entry valuation was attractive (Berkshire paid roughly 16 to 18 times trailing earnings
for a global consumer franchise emerging from the New Coke episode and the 1987 crash), but that is
not what makes the case distinctive. The intrinsic value, margin of safety, and Mr. Market discipline
applied to the purchase decision would each map onto the cases discussed above. What sets Coca-
Cola apart, and what makes it the illustration of Graham's fourth concept, is the frame Buffett brought
to the decision and has maintained ever since. Buffett was not buying a stock that he expected to rise
on a particular timeline. He was acquiring a permanent interest in a global consumer franchise whose
brand, pricing power, and emerging-market growth runway he expected to compound for decades, and
he treated the transaction with the analytical seriousness of a private business acquisition. Between
1988 and 1994, Berkshire deployed approximately $1.3 billion to assemble a position of 400 million
split-adjusted shares, representing roughly 7% of Coca-Cola's outstanding equity. No share has been
sold in the more than three decades since. Across that period the position has generated billions of
dollars in dividends and compounded to a market value an order of magnitude above its cost basis
(currently worth about $30bn), but the more telling fact, from the standpoint of Graham's fourth
concept, is the disposition itself: Berkshire has held Coca-Cola the way a private owner holds a
wholly-owned subsidiary, not the way a portfolio manager holds a position.

3 The Intelligent Investor, Benjamin Graham, chapter 4
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This disposition is what ties the four concepts together. Intrinsic value is computable because the
share represents a business; the margin of safety is meaningful because business value is what the
discount is being taken against; Mr. Market is a service rather than a signal because the underlying
business has a value independent of his quotation. The implication for this thesis is that the European
holding companies discussed in subsequent chapters do not generally lack the analytical capability to
compute intrinsic value, identify a margin of safety, or ignore short-term price action. What they have
struggled to sustain, in many cases, is the disposition itself: the willingness to hold positions for multi-
decade horizons without rotation, without forced exits, and without succumbing to the pressure of
NAV discounts that implicitly invite portfolio activity.

Graham's influence on Buffett did not stop at Columbia. In August 1954, having spent the intervening
two years working at his father's brokerage in Omaha and being initially turned down by Graham
(even on the offer to work for free), Buffett joined Graham-Newman Corporation in New York as a
securities analyst on a starting salary of $12,000 a year. He remained there until the firm was wound
down in 1956, when Graham retired at the age of sixty-two. The investments that emerged from this
work were the quantitative purity of the Graham approach in its most literal form: businesses bought
not for the quality of their franchise but for the discount of their market price to their own balance
sheet, with the discount itself constituting the entire margin of safety.

I.A.5) Graham’s influence through cigar butts investments and the discipline of refusal

Buffett carried this cigar butt approach into his own partnership when he returned to Omaha in 1956,
and Dempster Mill Manufacturing Company is the cleanest illustration of what it looked like in
practice. Beginning in 1956, the Buffett Partnership accumulated shares in Dempster, a struggling
Nebraska maker of farm implements and water systems, at prices around $28 against a book value of
$75 and working capital alone of $50 per share. By mid-1961, Buffett controlled more than 70% of
the company; the position represented roughly a fifth of the partnership's total assets. With operating
management unable to restore profitability, Buffett (on Munger's recommendation) installed Harry
Bottle as chief executive in 1962, who cut inventory and receivables from $4 million to $1 million
within eighteen months, closed unprofitable facilities, and redeployed the freed-up capital into a
securities portfolio held inside the company. By 1963, adjusted book value had risen from $35 to $65
per share and Buffett was able to sell the operating business at roughly book value. The position
generated approximately a 3x return on the partnership's original outlay, with the security portfolio
inside Dempster alone worth more than Buffett had paid for the company. The Dempster episode is
the classical Graham play executed end-to-end: a statistically cheap balance sheet, a control position
taken to force the gap between price and asset value to close, and an exit at the underlying liquidation
value. What it also reveals, however, is the structural limit of the approach. By Buffett's own account
in the 1989 shareholder letter, "my cigar-butt strategy worked very well while I was managing small
sums," but it could not be scaled: each cigar butt required a control position, hands-on operational
intervention, and a one-time monetisation of the asset gap, after which the capital had to be
redeployed into the next such situation. The approach was inherently transactional, and the universe of
suitable targets shrank as the capital base grew. By the time Berkshire Hathaway itself (acquired in
1965 as a cigar butt and described by Buffett in the same 1989 letter as his "first mistake") was on his
books, the strategy that had compounded the partnership at roughly 30% a year was becoming
difficult to pursue. The transition that followed, towards owning fewer, better businesses for longer,
would not have been possible without Munger's influence.

Graham has also instilled the discipline of refusal deep in Berkshire model. If one accepts the four
core rules of investing as per Graham: knowing what a company is worth, buying it cheap, ignoring
market panic, and treating stocks like real businesses, periods will inevitably come where an investor
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should choose not to buy anything at all. The market does not always offer businesses at prices that
meet the standard; when it does not, the correct response is to wait. As per Buffett’s explanation, the
disposition required to sit on cash is the disposition of an owner rather than a manager judged on
activity. Berkshire's behaviour through the long stretches of the cycle in which equities have traded
above Buffett's estimate of intrinsic value bears this out: the cash and short-term Treasury position,
which stood at approximately $397 billion at the end of the first quarter of 2026 (representing nearly
40% of Berkshire’s $1.03 trillion market cap at the end of March 2026), is the visible accounting trace
of a refusal sustained over years rather than weeks. The implication for the comparative framework of
this thesis is significant. Permanent capital, in the sense relevant to a Berkshire-style compounder, is
not merely capital that cannot be redeemed by external limited partners; it is capital that the allocator
is willing to leave uninvested for extended periods rather than deploy at unattractive prices. This is the
disposition that the four Graham concepts make possible in principle, but that institutional and
structural pressures make difficult to sustain in practice. The European holding companies discussed
in subsequent chapters typically operate under explicit or implicit expectations of continuous capital
activity, such as quarterly NAV updates, persistent NAV discounts that invite buyback or rotation
responses, family stakeholders with industrial commitments that absorb capital even when alternative
deployments would be superior, and a listed-equity format in which prolonged inactivity is itself read
as a negative signal by Mr. Market. Whether any of these constraints can be reconciled with the
discipline of refusal, and whether the absence of that discipline is itself part of the explanation for the
long-run performance gap with Berkshire, is one of the questions we seek to answer.

1.A.6) From buying fair businesses at a cheap price to buying great businesses at a fair
price

If Graham gave Buffett the framework, Philip Fisher gave him the lens through which the framework
could be applied to a different class of business. Fisher published Common Stocks and Uncommon
Profits in 1958, while Buffett was running his partnership in Omaha and still operating largely within
the quantitative Graham tradition. The book's central argument was that the long-run returns of a
common stock are determined less by the discount at which it is bought than by the underlying
growth in the earning power of the business, and that this earning power is in turn driven by
qualitative factors such as the calibre of management, the durability of the competitive position, the
depth of the research and sales organisation, the integrity of accounting, that cannot be read off
financial statements. Fisher's methodological innovation was the "scuttlebutt" approach: the practice
of building an investment thesis by talking systematically to competitors, suppliers, former
employees, customers, and industry observers, on the premise that the most important facts about a
business are not in its filings and can only be triangulated through patient field research. The
substantive output of the method was the famous "Fifteen Points to Look For in a Common Stock," a
checklist that covered, among other items, whether the company had products with multi-year growth
runway, whether management had a long-term orientation rather than a short-term one, the depth and
discipline of cost controls and accounting, the quality of labour and executive relations, and what
Fisher called the "long-range outlook for profits." The Fifteen Points were not a screen in the Graham
sense as Fisher's investments could not have been identified by a statistical filter on price-to-book or
working capital, but a structured assessment framework for the type of company whose value sits
overwhelmingly in its franchise rather than its assets. Read alongside Security Analysis, Common
Stocks and Uncommon Profits effectively widened the value framework to admit a category of
business that Graham's approach discarded: companies whose intrinsic value rested on intangibles and
whose margin of safety came not from the discount of price to assets but from the durability of the
earnings stream itself.
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Buffett did not arrive at Fisher alone. The introduction came through Charlie Munger, whom Buffett
first met at a luncheon in Omaha in 1959 and whose own intellectual disposition was already closer to
Fisher's than to Graham's. Munger, trained as a lawyer rather than as a security analyst, had little
patience for the cigar butt approach and was instinctively drawn to the idea that the best returns came
from owning a small number of exceptional businesses for very long periods. His influence on Buffett
was steady rather than sudden, but its trajectory is well documented in Buffett's own writing: in a
paragraph named “Charlie Straightens Me Out” in the 2014 annual letter, Buffett recalled Munger's
instruction from the mid-1960s, "Charlie’s most important architectural feat was the design of today’s
Berkshire. The blueprint he gave me was simple: Forget what you know about buying fair businesses
at wonderful prices; instead, buy wonderful businesses at fair prices." Buffett's own description of his
philosophy as “85% Graham, 15% Fisher”, to which Fisher responded in his October 1987 Forbes
interview, has to be read in this context. The 85/15 ratio is best understood as a description of the
intellectual provenance of the framework rather than a description of the portfolio it ultimately
produced. By Buffett's own admission in the 2014 letter, the rebalancing of the ratio in practice was
substantial, and the case for arguing that present-day Berkshire is closer to 85% Fisher than 85%
Graham is a serious one: the largest equity positions and wholly-owned businesses (Apple, Coca-
Cola, American Express, See's Candies, BNSF, GEICO at scale) are all Fisher-type franchise
investments, owned for the durability of their economics rather than the discount at which they were
acquired.

Fisher's permanent contribution to the Berkshire model is the extension of the value framework to
high-quality businesses bought at reasonable, rather than statistically cheap, prices. This is the
conceptual move that lifts the scalability ceiling described in the previous section. Where the cigar
butt approach required continuous transactional activity to generate returns (buy at a discount, force
the closure of the gap, exit, redeploy), the Fisher approach allowed capital to be put to work in a
business once and then left there for decades , with the compounding of intrinsic value, rather than the
closure of a price-to-asset discount, doing the work. The cleanest illustration of this transition, and
arguably the most important single acquisition in Berkshire's history from a methodological
standpoint, is See's Candies. In January 1972, Blue Chip Stamps (a Berkshire-controlled vehicle)
acquired See's for $25 million, against tangible book value of roughly $8 million (about 3x book) and
pre-tax earnings of approximately $4 million (about 6x pre-tax earnings). By the standards Buffett had
applied to Dempster a decade earlier, this was an unacceptable price: he was buying neither below
working capital nor below book value, and Munger has since acknowledged that Buffett was prepared
to walk away if the seller had demanded a single dollar more. What the price did buy, however, was a
franchise with structural pricing power that subsequent operating performance bore out in full. In the
first decade under Berkshire's ownership, See's grew pre-tax earnings from approximately $4 million
to over $13 million; by 2014, cumulative pre-tax earnings since acquisition had exceeded $1.9
billion*, against incremental capital investment of approximately $40 million® over the same period.
The return on incremental capital is the financial expression of what Fisher meant by a durable
franchise: a business in which a marginal dollar of investment generates a return so far above the cost
of capital that the value of the business compounds essentially without bound, and the price paid at
the outset becomes economically immaterial within a few years of ownership. See's also produced a
second, structurally more important output: the cash flow it generated, requiring almost no
reinvestment in the underlying business, funded subsequent Berkshire acquisitions and equity
positions, including the initial Coca-Cola stake assembled between 1988 and 1994, which Buffett has

4 Berkshire Hathaway, Letter to shareholders, 2014
5 Berkshire Hathaway, Letter to shareholders, 2014
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explicitly credited to the analytical lessons of the See's investment. This is the scaling mechanism that
the Graham framework alone could not have produced. The size that Berkshire ultimately reached,
and the fact that it reached that size while continuing to compound at a satisfactory rate, depends on
the existence of a category of investment in which capital can be deployed once and left to compound
for decades, and on the ability to recognise such investments when they appear. That category, and the
framework for identifying its members, is Fisher's contribution. The European holding companies
considered in subsequent chapters, several of which have at various points held Fisher-type franchise
assets in their portfolios, will be assessed against the question of whether they have applied a
comparable analytical framework, and whether their structural constraints have allowed them to hold
such assets with the same multi-decade patience that the Berkshire model has been able to sustain.

Buffett and Munger have always been remarkably open about their investment philosophy. Since
taking over Berkshire Hathaway, they have shared their approach widely. This openness was on
display again at the 2025 annual meeting, which drew around 40,000 attendees. Similarly, Berkshire’s
annual letters are celebrated for their educational value and are read by a massive global audience.
The firm's following is so immense that CNBC even maintains a dedicated section on its website
called "Buffett Watch" to track Berkshire’s communications and stock purchases.

Naturally, this philosophy has produced a vast network of followers and intellectual heirs. Among the
most prominent are American investors like Bill Ackman (Pershing Square Capital), Seth Klarman
(The Baupost Group), Daniel Loeb (Third Point Management), and Tom Gayner (Markel), alongside
British investors such as Chris Hohn (TCI) and Terry Smith (Fundsmith). While all of these managers
publicly credit Warren Buffett as their inspiration, they apply his core principles across very different
asset classes. For example, Ackman focuses heavily on tech-oriented value investing, whereas Hohn
targets hard, infrastructure-like assets that are physically near-impossible to replace.

Despite these differences in style, whether they manage concentrated or diversified portfolios, or
focus on small versus large-cap companies, these investors all generate world-class returns. As Buffett
himself famously observed in The Superinvestors of Graham-and-Doddsville, applying Benjamin
Graham’s core frameworks consistently yields outstanding results, regardless of the specific strategy.
Ultimately, this proves that the missing link for European investors is not a lack of access to a proven
strategy. The Graham-Fisher philosophy is public, highly transmissible, taught globally, and boasts a
long, undeniable track record of success.

I.B) The insurance float as free, long-dated, non-redeemable leverage,
supported by favourable American regulations

Of'the eleven European holdings in our comparison set, only Investor AB has produced a compounding
record in the same range as Berkshire's in the last 30 years. The structural reason, examined below
before any discussion of stock-picking skill, is that Berkshire operates a funding mechanism that no
European holding can legally replicate at scale: the property-casualty insurance float, deployed as
permanent, negative-cost leverage against a concentrated equity portfolio.

I.B.1) The insurance float at Berkshire

Float, in property-casualty insurance, is the pool of policyholder funds an insurer holds between
premium collection and claim payment. Mechanically, it is the sum of unearned premium reserves and
loss and loss adjustment expense reserves (including losses incurred by not yet reported), net of certain
offsetting items. Berkshire's 10-K® defines it as "the net policyholder funds generated through

¢ Berkshire Hathaway, 10-K, 2025, page 8/147
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underwriting." The temporal gap between premium receipt and claim payment ranges from months on
auto physical damage to more than a decade on long-tail casualty reinsurance and during that interval,
the cash is available for investment.

Berkshire's float has grown from approximately $39 million in 1970 to $1.6 billion in 1990, $66 billion
in 2010, and $176.9 billion at the end of Q1 2026 (cf. Table 1): a compound annual growth rate of
roughly 14.4% over 1990-2024. The float's value, however, depends not only on its size but on its cost,
measured by the combined ratio (losses + loss adjustment expenses + underwriting expenses, divided
by earned premium). Below 100%, the float has a negative cost; policyholders, in aggregate, are paying
the insurer to hold their money.

This is where Ajit Jain's contribution since 1986, alongside Tony Nicely at GEICO from 1993 to 2018
and Tad Montross at General Re, matters operationally. Berkshire's primary P&C operations have
produced an aggregate combined ratio below 100% in 21 of the last 22 years, with a 2025 result of
87.1% (the best ten-year-trailing figure in the company's history). The U.S. P&C industry average has
hovered between 100% and 102% over the same period. Persistent underwriting profitability is the
precondition that converts the float from a neutral funding source into a value-creating one.

Table 1. Berkshire Hathaway float and combined ratio, selected years (USD bn)

Year-end Float (USD bn) P&C Combined Ratio Note
| T |
1970 0.04 — National Indemnity acquired 1967; modest float base
1990 1.6 109% Reinsurance-driven underwriting losses; soft market
2000 28 111% Pre-9/11 soft cycle
2010 66 97.0% GEICO share gains; auto market hardening
2020 138 94.6% COVID eftect; strong auto result
2024 171 90.4% GEICO peak earnings; cycle re-pricing
2025 176 87.1% Best ten-year-trailing combined ratio in company history

1.B.2) Being used as low-cost and non-redeemable leverage

Frazzini, Kabiller and Pedersen (2013) provide the empirical decomposition that grounds the rest of
this analysis. Three results matter. First, they estimate Berkshire's average %@vﬁeaﬁeqmly multiplier at
+61.6x (implying a 0.6x debt to +equity z o] g : ity
1976-2011, with insurance float accounting for approxlmately 36% of Zzabzltttes Second they estimate
the average cost of Berkshire's float at 2.2% per annum, approximately 3.1 percentage points below the

ratio) over

average T-bill rate over the period. Third: once leverage and exposures to the Betting-Against-Beta
(BAB) and Quality-Minus-Junk (QMJ) factors are controlled for, the residual alpha of Berkshire's
public-equity portfolio falls to approximately 0.3% per annum and ceases to be statistically
distinguishable from zero.

The interpretation matters. Frazzini, Kabiller and Pedersen do not claim that Buffett's record is luck.
They claim it is the joint product of three replicable choices applied with rare consistency over five
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decades: (i) systematic exposure to safe, cheap, quality stocks; (ii) the use of leverage to amplify the
resulting returns; and (iii) the structural capacity to maintain that leverage through severe drawdowns
(including a 44% decline between June 1998 and February 2000 while the broader market rose 32%)
without ever facing a forced sale. The first two are theoretically available to any disciplined investor.
The third is exactly what the insurance-float structure supplies: long-dated, non-redeemable liabilities
that no margin clerk can call in.

1.B.3) A model supported by the American insurance regulations but impossible to
replicate in Europe

That an insurer with a $176 billion float can hold approximately 36% of its insurance-segment
invested assets in publicly traded common stock is not a standard outcome. It is the outcome of a
specific regulatory regime. Three features of U.S. insurance regulation and federal tax law have
permitted the model; none has a European equivalent of comparable generosity.

U.S. insurance is regulated at the state level, which exempts the business of insurance from most
federal regulation. Berkshire's principal P&C subsidiaries are domiciled in Nebraska (National
Indemnity Company, Berkshire Hathaway Reinsurance Group) and Maryland (the GEICO group).
Coordination across the fifty states operates through the National Association of Insurance
Commissioners (NAIC), whose Risk-Based Capital framework, established by NAIC Model Law
#312 in 1993 and updated periodically since, sets the minimum capital each insurer must hold given
the composition of its balance sheet.

Under the P&C RBC formula, unaffiliated common stock attracts a base capital charge of 15%
of statement value’. Three operational features compound the headline figure. First, there is no
statutory ceiling on common-stock holdings in most P&C insurance codes; Nebraska's code permits
up to 100% of admitted assets in common stock at the company's discretion. New York imposes a
20% statutory cap, which is one of the reasons Berkshire's equity-heavy subsidiaries are domiciled in
Nebraska. Second, concentration risk on equities is not separately penalised in a manner comparable
to Solvency II: the RBC asset-concentration charge applies only to the top ten exposures and doubles
the underlying factor, producing a marginal charge of 30%, still below the European baseline. Third,
technical losses on equity investments are deductible against ordinary insurance income, and deferred
tax liabilities (most importantly from accelerated depreciation under IRS rules) operate economically
as an interest-free loan from the U.S. Treasury, estimated at approximately $28 billion on Berkshire's
2011 balance sheet (as per the Frazzini, Kabiller and Pedersen paper).

The cumulative effect: Berkshire's principal insurance subsidiaries operate at statutory surplus levels
approximately four to six times the RBC minimum. The RBC framework is, in their case, a non-
binding constraint. The binding constraint is underwriting discipline.

The European equivalent, Solvency II, makes it much more costly to hold equities. Articles 168 to
173 of the Delegated Regulation set out how much capital a European insurer must hold against its
equity investments. Under Article 169, the insurer must hold enough capital to absorb a 39% loss on
its listed European or OECD shares (Type 1) and a 49% loss on its private equity, hedge fund and
emerging-market holdings (Type 2). Article 172 then adjusts that requirement up or down by up to 13
percentage points depending on market conditions, so that capital rules tighten when equities are
expensive and loosen when they have fallen. Articles 171 and 171a provide reduced charges of 22%
for qualifying strategic and long-term equity holdings, but under deliberately restrictive conditions:

7 NAIC Risk-Based Capital Forecasting and Instructions for P&C Insurers, 2024
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five-year holding commitments, ten-year forced-sale resilience, identifiable ring-fenced portfolios,
and strict asset-liability matching.

The numerical comparison is stark. A U.S. P&C insurer holding $100 of common stock must set
aside $15 of additional capital. A European insurer holding the same stock under the Solvency II
Standard Formula must set aside $39, or $49 if the security is private or in emerging markets. Even
under the most favourable preferential category (22% for qualifying long-term equity), the European
insurer holds approximately 47% more capital than an American insurer against the same economic
exposure (and 160% more in the worst case). The penalty is further compounded by the market
concentration sub-module (Articles 182—187), which adds a separate charge above issuer-
concentration thresholds typically set between 1.5% and 3% of total assets — a threshold Berkshire's
Apple position has at times exceeded by a factor of seven, and which renders concentrated European
insurance-funded equity holdings essentially unworkable. EIOPA's own end-2024 data shows
aggregate European insurer direct equity holdings of 6—9% of total assets, against approximately 36%
for Berkshire.

A third key difference operates through the federal tax code. Under Internal Revenue Code §243, a C-
corporation receiving dividends from a domestic corporation deducts 50% (for ownership below
20%), 65% (20-80%), or 100% (>80%) of those dividends from taxable income. For Berkshire's
wholly-owned subsidiaries (BNSF Railway, Berkshire Hathaway Energy, the operating businesses)
dividends to the parent are tax-free. For the public-equity portion, the effective tax rate on dividend
income is reduced by half or more depending on the stake size. Combined with the deferral of capital
gains tax on unrealised positions, this produces an effective tax rate on investment income materially
below the statutory federal corporate rate. The EU Parent-Subsidiary Directive (Council Directive
2011/96/EU) provides withholding-tax exemptions on intra-group dividends within the EU, and
national participation-exemption regimes (France, Germany, the Netherlands, Belgium) typically
include only 5% of qualifying dividends in taxable income, but the regime does not extend with the
same generosity to the diffuse sab-208%sub-5% equity stakes that constitute the bulk of any large
insurer's listed portfolio.

I.C) A partnership culture at the most favourable moment in American
history

The previous two developments explained the mechanical advantages Berkshire enjoys: an investment
philosophy that earns long-run returns and a low-cost insurance float that amplifies them. But
mechanics alone do not explain the result. Two further elements are needed: the cultural framework
that allowed Buffett and Munger to apply those mechanics consistently for sixty years, and the
economic environment in which they did it. This subsection separates these two contributions so as
not to over-attribute Berkshire's success to Buffett's personal genius alone.

1.C.1) A partnership culture treating minority shareholders as co-owners




Berkshire's legal form is an ordinary American corporation. Its culture is something else. From the

start, Buffett and Munger treated shareholders as partners: co-owners of the business rather than

holders of a financial instrument. The arrangement worked because Buffett and Munger were the

founders of the Berkshire we know today, held the largest economic stakes themselves and tried to

make the right decisions for all of the shareholders of Berkshire Hathaway, not only for them. And

even when Berkshire created two share classes with different voting rights. it did not change either the

spirit or the practice.

When Warren Buffett took control of Berkshire in 1965 through his investment partnership, it held
about 61% of the company. After winding the partnership up, Buffett kept a large personal stake
(roughly 29% in the early 1970s, rising to around 45% by the early 1980s as the Diversified Retailing
and Blue Chip mergers folded in). The earliest proxy available, in 1994, shows him still owning
40.7% of Berkshire outright, with Munger at 1.7%. Together with the board, they held 46.7% of the
stock and therefore controlled the company.

The creation of a dual share-class in 1996, with Class B shares having 1/1.500th of Class A economic
interest but only 1/10.000th of the voting power, did not change anything in the way the company was

run: Warren Buffett and Charlie Munger were still the largest shareholders and were both focused on

creating the maximum value for themselves and the rest of the shareholders. However, this dual share

class helped Warren Buffett give its economic ownership away to charitable causes while keeping

control of Berkshire. By the 2000 proxy his economic interest was down to 31.4% (Munger 1.2%), by
2010 to 24.3% (Munger 0.8%), and by 2026 to 13.7%, a steady decline driven entirely by charitable
gifts, not by cashing out. And thanks to the dual-share class, his voting powers did not change much
between 2000 and 2026: he held 34.9% of the voting rights in 2000 and now hold 30.2% of them.

Also, the dual share class will disappear upon the death of Warren Buffett. In fact, Buffett has been
selling off his Class A shares at roughly the same pace that Class A shares are normally converted into

Class B shares across the market (cf Figure 1). Since Buffett has also promised to give away all of his

Class A shares, and those shares automatically turn into Class B shares the moment they're donated,
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it's very likely that by the time Buffett passes away, almost no Class A shares will be left. At that
point, Berkshire would essentially have just one type of share: Class B.

Figure 1. Class B shares are replacing Class A shares as the dominating power in Berkshire’s capital (in

economic interest)
B Class A
Class B 12%
54% 64%

Buffett number of
Class A shares 477,166 295,161 196,317
Total Class A shares 1,341,174 748,745 511,820
outstanding

o .
i“ffe“s 7 of Class 35.6% 38.3% 38.4%

The contrast with the European tradition is sharp. Most large European holdings are controlled

through devices that separate economic ownership from voting power and ease succession within

controlling families:

- Shareholder pacts: at GBL, the Desmarais and Frére families share 47.0% control through
Pargesa.

- Pyramidal structures: Exor sits atop a chain that reaches Stellantis and Ferrari with only
fractional underlying economic ownership.

- Dual-class voting rights: Investor AB's A-shares carry one vote and B-shares one-tenth of a
vote, letting the Wallenberg foundations control roughly 50% of the votes with far less of the
economic interest.

- Foundation ownership: used at Investor AB and HAL Trust.

These devices let controlling families retain influence well beyond their economic stake. but they

open a permanent governance gap between controlling and minority shareholders. They also allow

heirs to run an investment business for which they may be neither the most skilled nor the most

passionate steward. For instance, the CEO replacing Albert Frére at GBL was his son-in-law (Ian
Gallienne), whereas Buffett's children have never been Berkshire executives. The practical difference
is stark: Buffett searched for the best capital allocator he could find to succeed him, while some
European holdings simply hand the job to an heir whose skills are far less developed. The market
prices these features as a holding-company discount: a tax on opacity and on weak succession

planning.

The partnership culture became an explicit document in June 1996, when Buffett published the first
edition of An Owner's Manual®, a booklet sent to every Berkshire shareholder. The Manual codified
thirteen "owner-related business principles" that Buffett had first laid out in 1983 at the time of the
Blue Chip Stamps merger, and which he has restated, essentially unchanged, every few years since.

8 Berkshire Hathaway website
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The opening principle states the doctrine in one sentence: “Although our form is corporate, our
attitude is partnership. Charlie Munger and I think of our shareholders as owner-partners, and of
ourselves as managing partners. We do not view the company itself as the ultimate owner of our
business assets but instead view the company as a conduit through which our shareholders own the
assets.”

It is an inversion of the standard corporate hierarchy: the company is not the principal and the
shareholders the residual claimants; the shareholders own the business directly, and the company is
only the legal vehicle through which they hold it. Other principles in the Manual reinforce the same
logic. Principle 2 ("We eat our own cooking'") commits Buffett and Munger to holding the bulk of
their personal wealth in Berkshire shares. Principle 3 ("Our long-term economic goal is to maximize
Berkshire's average annual rate of gain in intrinsic business value on a per-share basis") makes clear
that size for its own sake is not an objective. Principle 12 (“Our guideline is to tell you the business
facts that we would want to know if our positions were reversed”’) commits the company to candid
reporting: Buffett has written every annual letter himself, with no corporate communications
department editing or sanitising the text: an unusual practice that explains why his letters are read and
his peers' letters are not.

The Manual functions as an explicit contract with shareholders: this is what we promise to do, and
what we promise not to do. The European equivalents are scarce. Most European holdings
communicate through shareholder pacts negotiated privately among controlling families, not through
public commitments to minority shareholders.

The cultural framework produced a measurable result: a shareholder base willing to hold Berkshire
stock for decades. Long-duration shareholders are very useful. They allow the company to ignore
short-term pressures that have dismantled similar projects elsewhere: quarterly earnings management,
sell-side analyst expectations, activist campaigns demanding break-ups or special dividends, and the
temptation to issue equity at depressed prices.

1.C.2) That enables a stable and long-term investment strategy

Berkshire has done none of these. The company has never paid a dividend (other than a single
$0.10 distribution in 1967, which Buffett later joked he must have been "in the bathroom" when the
decision was made). It has never been broken up by an activist, and none has ever seriously tried. It
has never been forced to dilute shareholders at the bottom of a market. When Berkshire stock fell 44%
between June 1998 and February 2000 while the broader market rose 32%, no significant body of
shareholders sold. The 1998-2000 episode is precisely the kind of drawdown that has dismembered
European conglomerates: in May 2025, GBL replaced its long-standing CEO Ian Gallienne with
Johannes Huth, a former 25-year KKR partner, with a mandate to rotate the portfolio toward private
investments and accelerate NAV per share growth.

Duration is therefore not a soft cultural attribute. It is a hard operational advantage. It allows
Berkshire to hold leveraged equity positions through severe drawdowns (the third condition identified
by Frazzini, Kabiller and Pedersen). It allows the company to make decisions whose payoff arrives
over decades, not quarters. And it allows Buffett to refuse opportunities such as entire categories of
acquisitions, entire periods of overpriced markets, without facing the redemption pressure that would
force any asset manager into action. Wendel illustrates the opposite case: after building a 21.5%
leveraged stake in Saint-Gobain in 2007, it was forced to unwind part of the position when the share
price fell roughly 50% in 2008, crystallising losses precisely when a longer-duration holder would
have held on.

21



1.C.3) Operating in an extremely favourable American economic environment

Culture and capital structure operate in an economic environment. The environment Buffett inherited
in 1965 and worked in until 2024 was, by any measure, the most favourable in the modern history of
capitalism. U.S. nominal GDP grew from approximately $745 billion in 1965 to $29.3 trillion in 2024
(a compound annual rate of roughly 6.4% over fifty-nine years). The U.S. stock market grew
correspondingly: the S&P 500, with dividends reinvested, returned approximately 10.5% per annum
over the same period in nominal terms, equivalent to a roughly 130-fold increase.

Three features of the American environment matter specifically. First, the depth and liquidity of the
U.S. capital markets allowed Berkshire to buy meaningful equity stakes (eventually billion-dollar
positions) without moving prices unfavourably. Second, the size of the U.S. retail shareholder base
provided a continuous source of demand for equities, supporting valuations and providing exit
liquidity that European markets, smaller and more institutionally dominated, could not match. Third,
and most underappreciated, American culture has treated equity ownership as a normal middle-class
activity. By the early 2000s, more than half of U.S. households owned stocks directly or through
retirement accounts, against approximately 15-25% across most of continental Europe as described in
the Household Stockholding in Europe paper published by Guiso, Haliassos and Jappelli (2002). This
produced a population of long-duration owners who recognise capital allocators and reward them with
premium valuations, a precondition for the Berkshire model that is largely absent in Europe.

IT) The European equivalents: the internal and external factors
that held them back

This second part looks at the European institutions that, by their mission or their history, came closest
to the Berkshire model without ever putting the whole combination together. The set we study
contains fifteen cases in two families: eleven listed investment holding companies (Investor AB,
Ackermans & van Haaren, GBL, Exor NV, Wendel, Peugeot Invest, Sofina, HAL Trust, Lundbergs,
Eurazeo and IDI) and four universal banks that once held large industrial stakes (Paribas, Suez,
Mediobanca and Deutsche Bank). We examine four causes in turn. The first two are about choices the
institutions made themselres—themselves: the weight of family inheritance and the priority given to
keeping control (section II.A), and the failure to turn capital allocation into a full-time profession
(section I1.B). The other two are about the world they operated in: the rulebook that governed them
(section I1.C) and the economic and tax terrain beneath them (section I1.D). The order follows a
simple logic: what these institutions chose to do, the rules that constrained them, and the ground on
which they stood.

We previously explained why Berkshire succeeded. It rested on three pillars: a durable, easily
teachable investment philosophy inherited from Graham and Fisher (section I.A); a near-free pool of
investable money: insurance "float," the premiums an insurer collects and holds before it has to pay
out claims, used as permanent, non-redeemable leverage and shielded by unusually generous
American regulation (section [.B); and a genuine partnership culture operating in the most favourable
economic environment in modern history (section I.C). One conclusion ran through that analysis: the
European companies in our set do not lack the first pillar. The philosophy is public and was taught the
world over, so the reason for the long-run performance gap must lie elsewhere. This second part
supplies that reason. To keep the two halves of the thesis cleanly separated, Part II does not re-explain
what Part I already covered: the insurance-regulation gap, the control-versus-ownership devices,
Buffett's owner's manual, the American growth machine. It measures the mark those forces left on the
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fifteen European cases, and it adds the three causes Part I set aside: inheritance, the missing
profession of the allocator, and the tax differences.

Much of the evidence below rests on a structured reading of company annual reports. Our study tested
twenty-four structural hypotheses against these fifteen cases. The hypotheses most relevant to Part I,
and how often each was confirmed, are summarised in Table 2.

Table 2. How often each Part II hypothesis was confirmed (out of 15 cases tested)’

Cause Hypothesis Confirmed = Mixed Contradicted No data or
N/A

Legacy & Cross-shareholdings built to block takeovers, 11 4 0 0

control not to maximise return

Legacy & A “controlling-owner” culture rather than a 10 4 0 1

control “partners” culture

Legacy & Emotional attachment to legacy industries 4 5 2 4

control

Legacy & Reluctance to admit mistakes in public 4 7 0 4

control

Allocator Leaders were generalists, not specialist capital 5 6 4 0

profession allocators

Allocator No “Buffett-letter” tradition of shareholder 8 3 2 2

profession communication

Allocator Empire-building M&A rather than patient 1 5 5 4

profession acquisition

Regulation Solvency II blocked an equity-funded insurance 0 2 0 13
float

Regulation Disclosure rules made discreet stake-building 12 2 0 1
impossible

Regulation No deep, low-cost reinsurance float available 10 1 0 4

Macro US economy compounded at higher rates 6 3

II.A) Legacy and the primacy of control: a governance model paid for in a
permanent discount

The argument of this section is straightforward. Most European allocators were shaped by family or
industrial histories that left their capital stuck: it was inherited, and protecting family control has
repeatedly mattered more than building a true partnership with outside (minority) shareholders.
Almost every one of these companies trades at a "net asset value discount": its shares are worth less
on the stock exchange than the investments it owns are worth added up, and that discount, typically
between 10% and 50% of the underlying value (cf Figure 2), is the price the market puts on this order
of priorities. As Table 2 shows, this is the best evidenced of all four causes: the two hypotheses about
control were confirmed in ten and eleven of the fifteen cases.

% Investor AB, Ackermans & van Haaren, GBL, Exor NV, Wendel, Peugeot Invest, Sofina, HAL Trust, Lundbergs, Eurazeo
and IDI 2000 to 2025 annual reports, newspapers (Les Echos, Financial Times) articles, corporate histories of Paribas, Suez,
Mediobanca, Deutsche Bank
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Figure 2. Discount (-) / Premium (+) to Net Asset Value (%) of European Investment Holdings

Discount (-) / Premium (+) to Net Asset Value (%) of European Investment Holdings as of end

of 2025
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I1.A.1) Most European holdings carry the weight of inherited assets

Almost every holding company in the set was built on an inheritance rather than from scratch.
Investor AB describes itself, in its 1995 annual report, as "a dominant owner of industrial companies
that are based in Sweden and operate globally. Since 1916, its strategy has been one of long-term,
active ownership, in accordance with the philosophy of the Wallenberg sphere of businesses and
interests"'. Much of what it owns today it has owned for a century: "Several of the companies still in
the portfolio have been there since the start: STORA, Atlas Copco, SKF and Scania"!'. The same
family framing recurs in other holding companies: Ackermans & van Haaren presents its strategy as
something "we at Ackermans & van Haaren have strived to do since our company's establishment in
1876"12. Peugeot Invest describes itself as "founded in 1929, [...] it is one of the leading shareholders
of Stellantis and Forvia, through its subsidiary Peugeot 1810”3, showing the weight of inherited
stakes within the Peugeot family. Each firm carries a name, a founding date and a family memory
older than any investing strategy.

Inheritance is not in itself a flaw as Berkshire too is marked by Buffett's long presence. The problem
is the difficulty of selling the "family jewel" when its returns collapse. The clearest case is Peugeot
Invest. A 2014 master's thesis written by Mathieu Bigand under the directorship of Pascal Quiry found
that the Peugeot family shared a "strong attachment to the historic Peugeot SA asset," concluding that
for them, "return on investment and value are not everything." The family’s own chairman pointed to
the "more than €350 million that we reinvested in the PSA Group" as proof of this deep commitment.
Thierry Peugeot put it plainly: "we stayed attached to the car industry; we did not take a financial
approach." However, the same thesis showed the heavy cost of that loyalty. Over the period studied,
the family's investment in the car company earned a return close to zero, while their other, diversified

19 Investor AB, Annual Report 1995, p. 3/ 84

' Investor AB, Annual Report 1995, p. 11 / 84

12 Ackermans & van Haaren, Annual Report 2025, Message from the Chairmen, p.16/304
13 Peugeot Invest, Annual Report 2025, p.4/285
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investments gained more than 50%. Furthermore, out of roughly €1.2 billion invested by their holding
company, only about €0.1 billion went into the diversified assets—even though those assets made up
60% of their actual wealth. In short, the family kept their money frozen in a value-destroying
business, whereas an independent investor would have moved it to more profitable areas.

Exor is the textbook version of the same logic. John Elkann dates the structure to the founder: "The
origins of EXOR date back to 1927 when my great great-grandfather, Senator Giovanni Agnelli,
founded IFI to manage his shareholdings in Fiat"!*. The chain (Agnelli family at the top, then a
cascade of holding companies down to Fiat) separated control from ownership, and the attachment to
legacy assets such as the family's century-old newspapers kept loss-making titles in the portfolio for

years: "our relationship with Italian newspapers spans more than a century"'’.

I1.A.2) And European banks were intertwined with interventionism

The same instinct ran through the four banks, each sitting at the center of a national web designed to
keep capital in place: Paribas inside the French “noyaux durs” (the "core & stable" friendly cross-
shareholdings), Mediobanca inside the Italian “salotto buono” ("the good drawing room" of inter-
linked owners), and Deutsche Bank inside “Deutschland AG”. Mediobanca's stake in the insurer
Generali sashas been held for more than seventy years and treated as untouchable. And these stakes
were very political: governments leaned on these banks to keep funding declining industries they had
helped create. Deutsche Bank maintained its stakes in companies like Thyssen, Philipp Holzmann,
and Karstadt through decades of underperformance because selling would have violated the social
contract of the Hausbank model, and Paribas was pulled into state-directed rescues of French
computing (Bull). In each case capital was trapped in businesses a free allocator would have
abandoned, which is the direct opposite of Buffett's willingness to do nothing and own nothing rather
than own the wrong thing.

I1.A.3) Both categories care more about control than returns

This attachment was then locked in by a dense set of legal devices. At Berkshire, Warren Buffett owns
the most stock and has the most voting power, so ownership and control stay together. In European
holding companies, tools usually separate these two things. Those tools deserve a closer look, because
they are the machinery that keeps the inheritance in place, and they all do the same thing: they let a
family steer the company while putting up only a fraction of the money. The most common is the
dual-class share: two kinds of share, one carrying far more votes than the other. For instance, at

u16, arule

Investor AB, "A-shares are entitled to one vote and B-shares are entitled to 1/10 vote
unchanged for thirty years. The structure was a response to regulation from the very beginning:
"Investor is established when a law is adopted making it more difficult for banks to own stocks.

Stockholm Enskilda Bank's shareholdings are transferred to Investor"!”.

The gap between votes and money recurs across the set (Figure 3). Lundbergs runs the same dual-
class design, leaving Fredrik Lundberg with "70.63% of the voting rights" on "40.87% of the share
capital". Where Swedish law favours voting differences, continental holdings stack pyramids and
foundations. Ackermans & van Haaren's control runs through a Dutch-style foundation: "Scaldis
Invest holds 11,054,000 shares, representing a stake of 33%. Scaldis Invest is controlled by Belfimas
(92.25%). Ultimate control is held by Stichting Administratiekantoor 'Het Torentje™. GBL achieves

14 Exor, Letter to Shareholders 2009, p. 1/6

15 Exor, Letter to Shareholders 2025, p. 13/18
16 Investor AB, Annual Report 2025, p. 60/196
17 Investor AB, Annual Report 1995, p. 11/84
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the same effect through a chain (Parjointco — Pargesa — GBL) that lets the Frére and Desmarais
families wield about 47% of the votes on roughly 32.9% of the capital, with 8 of twelve board seats.
Exor uses the modern variant, the “loyalty share”, which rewards long holders with extra votes: "for
each EXOR N.V. ordinary share held without interruption for a period of five years, shareholders will
be entitled to five voting rights [...], for ten years, [...] ten voting rights". In Exor’s case, the Agnelli
family vehicle holds 54.94% of the economic rights and 83.97% of the voting rights as of end of
2025.

The banks did the same by other means: Mediobanca's “patto di sindacato” (a binding shareholders'
pact), Deutsche Bank's “Depotstimmrecht” (which let the bank cast 30—50% of the votes at many
companies using shares its retail customers had merely deposited with it), and the "golden shares" the
French state kept over its privatised champions. Table 3 sets out the structures side by side.

Figure 3. Voting rights versus economic ownership

Figure 3. Voting rights vs economic ownership
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Table 3. Control structures of the eleven listed holding companies
Company Founded | Controlling family / vehicle Main control device
Investor AB 1916 Wallenberg foundations Dual-class shares (A = 1 votes, B =1/10) + foundation
Lundbergs 1944 Fredrik Lundberg family Dual-class shares (A = 10 votes, B =1)
Ackermans & | 1876 Stichting “Het Torentje” — Belfimas Foundation + pyramid + anti-takeover capital
van Haaren — Scaldis
GBL 1902 Frere & Desmarais families Pyramid + double voting rights
(Parjointco)
Exor NV 1927 (as | Agnelli family (Giovanni Agnelli BV) | Loyalty / multiple-voting shares (Dutch domicile)
IFI)
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Wendel 1704 Wendel-Participations Family holding + double voting rights
(family)
Peugeot 1929 (as | Peugeot family (Ets Peugeot Fréres) Parent holding (~80% of votes) + shareholders’ pact
Invest FFP)
Sofina 1898 Boél family (reference shareholder) Family reference block (no dual class)
HAL Trust 1977 van der Vorm family (HAL Holding) Trust / foundation structure
Eurazeo 2001 e e b e e e e 2 Shareholders’ concert + double voting rights
{deeckining) Decaux family (29.99%
voting rights) and David-Weill family
concert, (15.24% voting rights)
IDI (1970) Management (Ancelle et Associés) Manager-controlled holding

The contrast with Berkshire is the whole point. Berkshire had no dual-class share until 1996, discloses
almost everything, and has Buffett as both its biggest economic owner and its biggest voting owner:
the person who decides is the person who bears the gains and losses. No legal detour is needed to
make Berkshire's capital patient, because the patience rests on a promise to shareholders rather than
on a wall built against them.

The market reads this order of priorities and prices it. Part I called the resulting net-asset-value
discount "Mr. Market's standing verdict" on these structures, a tax the market charges on opacity. As
shown in Figure 2, the discounts can be quite large, being above 50% for Eurazeo, Exor, Wendel and
Peugeot Invest as of end of 2025. Exor's chairman diagnosed the cause exactly: "holding companies
are perceived to give disproportionate advantages to their controlling shareholders instead of
delivering returns to all shareholders". The discount widened from the 1990s as British and American
investors, and the importance of focus, gained ground.

I1.A.4) And do not communicate about investment mistakes

The discount is sustained by a second habit: a reluctance to admit mistakes out loud. In 2008 when its
core holdings lost about SEK 31.5bn, Investor AB reported that "our Core Investment portfolio
outperformed the general stock markets during the year"'®; and when it quietly cut its return target
from 20% to "8-9 percent annually," in 2016 it gave no explanation at all, a silent lowering of the
return expectations rather than an admission that the old ones had been missed. Peugeot Invest
dressed up a forced, control-losing capital increase as a "recapitalisation réussie"* (meaning a
successful recapitalization). This is the mirror image of Buffett, who devotes part of each annual letter
to his own errors (e.g., Dexter Shoe, US Airways, selling Apple too soon). In much of Europe, owning

up to a mistake in print is rare, almost taboo, so mistakes are prolonged rather than fixed.

Two honest qualifications keep the picture complete, and they are revealing. Exor practises something
close to Buffett's candour: it reported that Vision Investment Management, "back in 2008... managing
US$1.2 billion and producing US$18 million of net income; today... manages just US$400 million
and is generating losses" as of 20122!, and called Stellantis's 2025 €22.3bn loss partly self-inflicted,
since "aggressive cost-cutting constrained the company's ability to deliver vehicles"?2. Lundbergs
writes that "being able to recognize mistakes made is rather enriching and contributes to future
knowledge and better decisions"?. These are the set's nearest approaches to the Berkshire standard

18 Investor AB, Annual Report 2008, p. 7/117

19 Investor AB, Annual Report 2015, p. 16/106

20 FFP, Annual Report 2014, Chairman's Letter, p.6/184
21 Exor, Letter to Shareholders 2012, p. 3/15

22 Exor, Letter to Shareholders 2025, p. 4/18

23 Lundbergs, Annual Report 2025, CEO Letter, p.7/128
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and the fact that they are exceptions, found in the two vehicles most openly modelled on Buffett,
proves the point. The market rationally punishes structures that put control above return, and that
punishment, in turn, stops the virtuous circle of long-term trust from forming, the very circle that has
anchored the Berkshire model.

I1.B) Capital allocation never became a specialist profession in Europe

Suppose the inheritance, the control structures and the regulation could all be wished away. One fact
would remain: the job of the capital allocator, done full-time, as a craft in its own right, with a public
and teachable philosophy, never really took hold in Europe. This might explain why even the best
European vehicles fall short of Berkshire's skill in actually picking and holding investments.

I1.B.1) A lack of focus on capital allocation from European CEOs

Pure capital allocation means making one decision your whole occupation: what to own, and at what
price. In Europe the people in charge usually combine that with running companies, managing
political relationships and representing institutions. Investor AB is the clearest example. Its board is
described as "some of Europe's most knowledgeable and distinguished business executives" whose
"expertise in industry and finance and their contacts are tapped to enhance the performance of the

"24 and it runs a hands-on system: "we develop value creation plans for all holdings. ..

companies
presented and discussed with our board representatives"?. That is the language of an active industrial
manager, not of a Buffett who buys good businesses and then leaves their managers alone (as
described during the 2026 annual meeting when he praised Tim Cook for his success at Apple, during
which he said “without any work by us, which is our preferred way of operating”). Wendel shows the
same point through churn rather than control: across the period it was led by three very different men:
an industrial insider (Seilliére), the architect of the leveraged bet on Saint-Gobain (Lafonta) and a
former finance director who rebuilt the balance sheet (Lemoine), who shared no common investing
philosophy and produced nothing like Berkshire's Owner's Manual. Peugeot Invest had no dedicated
allocator at all for most of its history: Robert Peugeot was an industrial heir, and a professional

investor became chief executive only in 2024.

The American benchmark here are The Outsiders, a study on CEOs excelling at capital allocation
written by Thorndike in 2012, which portrays eight American chief executives (Singleton, Murphy,
Stiritz, Buffett, Smith, Tyler, Anders and Graham) defined by a single-minded focus on capital
allocation. The corpus shows no equivalent across the same perimeter in Europe, and the training
profiles explain why: the typical European holding-company boss comes from the senior civil service,
investment banking or the founding family, rarely from a Graham—Buffett-Munger investing
background. The banks make the point too. Hermann Abs sat at once on the supervisory boards of two
to three dozen German companies, so many that a 1965 law, the "Lex Abs," was passed to cap the
number, while Enrico Cuccia built Mediobanca's power on governance through influence, not control.
These were brokers of national power and stewards of industry, not full-time allocators of a single
pool of capital.

Here too the exceptions are instructive. IDI was run by Christian Langlois-Meurinne, an Ecole
Polytechnique graduate with a Harvard MBA, as a dedicated capital allocator for thirty-nine years
(1987-2026), the closest European parallel to Buffett's lifelong focus. Sofina has been led by Harold
Boél for more than seventeen years around an explicit commitment to "disciplined capital allocation,

24 Investor AB, Annual Report 1995, p.3/84
25 Investor AB, Annual Report 2008, p. 12/117
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long-term value creation"?®; Fredrik Lundberg has been a dedicated owner-allocator for 45 years; and
Exor's John Elkann framed his job as capital allocation from his very first letter and consulted
Berkshire's own Ajit Jain when buying the reinsurer PartnerRe. These figures show the profession is
possible in Europe, but they are isolated individuals, whose success are confidential to the finance
industry.

I1.B.2) A culture of asset rotation rather than buy-and-hold

The popular charge against European bosses is that they build empires for prestige rather than for
return. The evidence only partly supports it. Crude empire-building did happen in the banks (Deutsche
Bank turned Daimler-Benz into a sprawling technology conglomerate in the 1980s) and in Wendel's
leveraged bet on Saint-Gobain, where too much borrowed money turned the 2008—2009 crash into a
near-death experience that forced two years of debt reduction. But across the eleven holding
companies the more common pattern is not gigantism: as Table 2 records, the empire-building
hypothesis was confirmed in only one of thirteen cases, and several companies are demonstrably
disciplined about deal size, favouring small "bolt-on" purchases. The more accurate and more
widespread difference from Berkshire is a different one: a culture of rotation rather than
permanence, and of measuring success by net asset value and short-term profit ("EBITDA") rather
than by return on the capital actually invested ("ROIC").

Eurazeo is the purest illustration. Its model is to buy, improve over "three to five year business
"27 and sell: "61 divestments were completed [in 2018] ... ensuring asset rotation"?®, which is the
exact opposite of Buffett's stated "favourite holding period is forever." Where Buffett will wait years

plans

for the right opportunity and let cash sit idle rather than accept a poor return, the European norm is
constant deployment and recycling. Incentives reinforce this. Investor AB's own executives can earn
short-term bonus pay of up to 75% of their fixed salary, whereas Buffett draws a fixed salary and sits
outside the usual bonus machinery. The mechanism is structural: European boards reward visible
activity, growth and turnover, while patient restraint is rarely valued and hard to defend to a market
that wants to see steady, visible flows. So even where the individuals are disciplined about deal size,
their incentives pull against the patience a Buffett-style allocator needs.

I1.B.3) And a lack of transparent letters to shareholders

The last symptom is the absence of a letter to shareholder tradition. Part I.C described the institution
that anchors Berkshire's bond with its owners: the annual letter, written personally by Buffett since
1965, and the Owner's Manual that codifies its thirteen principles. It is an engine of trust as it
transmits a philosophy, attracts patient shareholders, and disciplines the writer by tying him to public
commitments. The European counterpart barely exists, and its absence is the visible sign of the
missing profession. As Table 2 shows, this was confirmed in eight of thirteen cases. Wendel's 2015
letter opened with a tribute to a deceased outsider [Serge Kampf, founder of Capgemini] and never
discussed the firm's own investment decisions*. GBL's chairman's messages were brief and
backward-looking, but never contained a candid, teaching reflection on capital allocation.

Once again the exceptions confirm our analysis. Investor AB has written a quality letter for several
years, addressing "fellow shareholders" from 2020. Exor under John Elkann adopted an openly
Buffett-influenced format, measuring itself by net asset value from its first letter*® and quoting

26 Sofina, Annual Report 2025, Message to shareholders, p.7/159
27 Burazeo, Annual Report 2010, CEO Interview, p.6/316

28 Eurazeo, Annual Report 2018, CEO Interview, p.14/426

2 Wendel, Annual Report 2015, p. 9/416

30 Exor, Letter to Shareholders 2009, p.1/6
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Graham directly: "Real investment risk is measured not by the percent that a stock may decline in
price [...] but by the danger of a loss of quality and earning power through economic change or
deterioration"*!. Lundbergs' recent letters, quoting the founder's grandfather that "there is tremendous
power in money, if only you can sit still"*, come close to Buffett-letter quality. Europe has lacked a
central figure to codify and publicize a cohesive investment doctrine equivalent to Warren Buffett's
letters. Without a teachable philosophy or a structured ritual of self-criticism, European allocators
failed to build the loyal, long-term shareholder base that remains one of Berkshire Hathaway’s most
valuable assets. While this is primarily a symptom of deeper structural challenges, its persistence
reinforces them, making it a critical factor in its own right.

I1.C) Prudential regulation made the model mechanically impossible

Beyond choices and culture lies a harder constraint. The rulebook applied to European insurers and
banks made building a European Berkshire mechanically impossible, however able the people in
charge. Two sets of rules, Solvency II for insurers and the Basel accords for banks, closed, one
after the other, the two historical channels through which permanent capital invested in shares could
have been assembled.

I1.C.1) Solvency II blocked insurers from building a Berkshire-like firm

Let’s start with the insurers. Berkshire's engine, as Part [.B) explained, is insurance float (the
customers' premiums an insurer holds before it pays claims) invested in shares. We have also
previously explained why this route is closed to Europeans: Solvency Il makes a European insurer
hold a thick cushion of spare capital against a possible 39% fall in its shares, where the American
rulebook asks for only 15%, and the European regulation adds an extra penalty for having a
concentrated portfolio, which is why Europe's insurers keep only 6-9% of their assets in equities
against Berkshire's roughly 36%. What we add here is the evidence, from the companies themselves,
that the European holding vehicles never even began to build the share-funded float the rule would
have penalised. The point is confirmed less by what the reports say than by what they do not contain:
as Table 2 shows, across fifteen cases the Solvency II constraint is absent, because none of these
vehicles ever built an insurance-float engine. Where insurance appears, it is small and peripheral.
Ackermans & van Haaren's modest insurer Asco merely noted that, "pursuant to the European
directives, insurance companies established in one of the member states must maintain a minimum
solvency margin, and Asco NV exceeded this margin by a factor of 2.55"%*. Asco was sold in 2017 for
€35m, having never produced meaningful float. Exor came closest to Berkshire's logic when it bought
PartnerRe in 2015, arguing the reinsurer would "have the ability to allocate and deploy capital to
maximize long-term returns as opposed to responding to short-sighted public market pressures"**. But
the experiment confirmed the limit rather than breaking it: Berkshire's own Ajit Jain warned Elkann
that reinsurance was "no longer a very lucrative business going forward"*, and PartnerRe was sold in
2022 to Covéa, its float accruing to Covéa as the acquirer rather than being compounded within Exor's
equity portfolio. The partial revision of Solvency II launched by the European regulator EIOPA in late
2024 quietly concedes that the calibration was too harsh, but its effects will be felt only over a five-to-
ten-year horizon, too late to recreate the decades of compounding the rule foreclosed.

31 Exor, Letter to Shareholders 2012, p. 1/15

32 Lundbergs, Annual Report 2025, CEO Letter, p.7/128

33 Ackermans & van Haaren, Annual Report 2000, p.45/100
34 Exor, Letter to Shareholders 2015, p. 6/17

35 Exor, Letter to Shareholders 2015, p. 6/17
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I1.C.2) Basel rules dismantled the industrial portfolio of banks

If the insurers' channel was blocked by Solvency I, the bankers' channel was actively shut earlier and
more decisively by Basel rules. A short word on the mechanics: a bank must hold a cushion of safe
capital against everything it owns, and the riskier a regulator judges an asset, the bigger the cushion,
capital that then cannot be used to make loans or earn fees. The successive Basel accords steadily
raised the cushion required against industrial shares (Figure 4). Under Basel I (1988) such a stake
carried a "100% risk weight," so €1bn of shares tied up about €80m of capital. Basel II (phased in
2004-2008) lifted the weighting to 300% for public equities and 400% for investment in private
companies, raising that figure to €240-320m. Basel III (from 2010) went further still, requiring
significant financial-sector stakes to be subtracted in full from the bank's core capital (meaning a €1bn
stake in a financial company costs €1bn of capital) and investment in public companies to be
weighted at 250%. The maths became complicated: under Basel I (1988), a €1bn industrial stake
paying a 3% dividend required just €80m of capital, yielding a highly lucrative 37.5% Return on
Equity (ROE). Basel 11 (2004—2008) hiked risk-weightings to 300-400%, multiplying the capital tie-
up to €240-320m and crushing that ROE down to a mediocre 9.3% to 12.5%. By the time Basel 111
imposed a strict 250% standardized weight, the investment required a permanent €200m capital
lockup, compressing the ROE to 15%. This activity became indefensible when compared to the
velocity of investment banking, which could turn over capital at far higher returns.

Figure 4. The rising regulatory capital cost of a bank's €1bn stake in listed companies

Figure 4. Maximum capital tied up per €1bn stake in listed companies (€Em)
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The four banks document the liquidation that followed (Table 4). Before the year-2000 reform,
Deutsche Bank held stakes in some two dozen industrial and financial companies worth between
€20bn and €25bn (representing roughly 45% of the bank's own stock-market value) including about
28% of Daimler. Under Josef Ackermann (2002-2012) it sold around €11bn of these holdings, starting
with a €1.6bn stake in Munich Re. Mediobanca was taken apart after the Italian banking reforms of
the early 1990s, its web of stakes unwound, but managed to keep its Generali stake until its
acquisition by Banca MPS in 2026. Paribas, re-privatised in 1987, ran straight into Basel I, and from
1990 under André Lévy-Lang it reclassified its industrial portfolio as a legacy to be sold down (Poliet
sale to Saint-Gobain in 1996 for 15bn francs, the divestment of Total & ElIf Aquitaine stakes between
1992 and 1996, the sell-down of the stake in LVMH through exchangeable bendssstakereduetonsn
Chergevrsunt007-bonds), before the hostile takeover by BNP in 1999 ﬁmshed the job. Each exit
carries an opportunity cost running into tens of billions had the stakes been kept: Deutsche Bank's

holdings in Daimler, Allianz, Linde, Siemens, BASF and Bayer, compounded to today, would have
dwarfed the value it actually realised.
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Table 4. The dismantling of the banks' industrial portfolios3®

Bank Peak industrial position Trigger for exit Outcome

Deutsche ~24 stakes ~ €22.7bn (=45% | Basel II/III capital cost; ~€11bn sold under Ackermann (2002—12),

Bank of own value), including 2000 tax reform; shift to Deutschland AG unwound
~28% of Daimler investment banking

Paribas Banque d’affaires with Nationalised in1982; Basel I | Stakes sold between 1996 and 1999; hostile BNP
broad industrial holdings after 1987; Lévy-Lang takeover 1999, it became BNP Paribas
(Poliet, EIf Aquitaine, etc.) refocus

Mediobanca = Central node of the salotto Italian banking reform of Web of industrial stakes (Pirelli, Fiat and Telecom
buono; Generali held 70+ the early 1990s Italia) unwound between 2013 and 2019, Generali
years stake kept

Suez Société Générale de Financial restructuring Victoire sold to Commercial Union (now Aviva)
Belgique, Groupe Victoire required in the 1990s, after in 1994, Banque Indosuez sold to Groupe Crédit
(insurance), Banque 2 large acquisitions (SGB Agricole (to eventually become CACIB and
Indosuez, Lyonnaise des and Groupe Victoire) Indosuez Wealth Management), GTM spun-out
Eaux, GTM and later sold to Vinci

The combined effect is that banking regulation destroyed the only European channel that had ever
held something close to a permanent equity float: the banking balance sheet invested in industry. The
banker-industrialist model, invented in continental Europe in the nineteenth century, was extinguished
by a rulebook that does not differentiate a quick trading bet from a long-term strategic stake. As the
Deutsche Bank history puts it, the Berkshire model is structurally impossible within a regulated bank
and can survive only outside the banking system, which is exactly why Investor AB (spun-out in 1916
from the Wallenberg bank SEB) endured while Deutsche Bank, Mediobanca and Paribas did not.

I1.C.3) Threshold regulations complicate building large stakes in top European listed
businesses

A third regulatory layer constrains European non-bank holdings by restricting how stakes are built and
rearranged. Strict disclosure thresholds and mandatory tender offer rules make Buffett-style quiet
accumulation impossible, a barrier confirmed in 12 of 15 corpus cases (Table 2). Accumulating shares
completely under the radar is a critical pillar of Berkshire Hathaway’s strategy, as the mere disclosure
of a Berkshire stake inevitably triggers a massive "Buffett bump" that drives up the target's stock
price; for instance, Alphabet (Google) stock jumped roughly 6% the business day after Berkshire
revealed its new $4.9 billion investment (in November 2025). A sharp transatlantic asymmetry exists:
while the US features an absolute 5% beneficial ownership disclosure baseline (Schedule 13D)—
relying instead on temporary SEC "confidential treatment" of quarterly Form 13F filings to shelter
sub-5% accumulation strategies, French corporate bylaws aggressively lower the barrier. Authorized
by statutory law, companies like LVMH, Hermés, and Schneider Electric mandate disclosures starting
at 0.5%, while others like L'Oréal and TotalEnergies begin at 1.0%, with subsequent disclosures
required in identical fractional increments up to 5%. Ultimately, these hyper-sensitive reporting
triggers and rigid takeover cliffs explain why no European allocator holds concentrated, patiently built
equity positions comparable to Berkshire Hathaway’s massive stakes in American enterprises like
Apple, Coca-Cola, or American Express.

36 Corporate histories from BNP Paribas, Suez, Indosuez, Mediobanca and Deutsche Bank
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I1.D) Europe's economic and tax terrain reduced the capacity to build a
European Berkshire

The last cause is the ground itself. Even with Buffett-grade discipline, the economy and the tax system
Europe's allocators worked within after 1945 made it mechanically harder to pile up permanent capital
at scale. Two things matter: a smaller, shallower pool of investments to choose from, and a tax system
that taxes both the recycling and the holding of capital more heavily than the American one.

I1.D.1) The European economy and stock-market grew at a much slower pace than the
American one

Part I (section 3) measured the American side of this gap: US output compounding at roughly 6.4% a
year from 1965 to 2024, an American stock market returning about 10.5% a year, and an equity-
owning middle class that gave allocators a deep, liquid and appreciative market. The point to add here
concerns the other side of the comparison, the European opportunity set, which was both smaller and
shallower: against an American market that grew to some $55tn, Europe's total stock-market value
reached only around $15tn, and its large economies grew at perhaps a third to a half of the American
pace. Behind those numbers lies the decisive fact for an allocator: every decade, America threw up
new businesses that could compound for years, such as giant consumer brands (Coca-Cola, American
Express, Visa, Apple), infrastructure with strong pricing power and financial services at scale while
Europe's equivalents were nationalised, family-controlled (L'Oréal, Hermés and LVMH in France), or
simply too small to absorb a multi-billion position.

I1.D.2) Which forced European capital allocators to look for opportunities abroad

Not every holding company has gone global. Investor AB in Sweden, and IDI and Peugeot Invest in
France, still invest mostly at home. But most of the companies in our study have moved abroad over

time, and that makes sense: Europe's individual countries simply don't have as many good businesses
to invest in as the United States does. so these firms had to look beyond their borders to find enough
attractive opportunities. Sofina has tilted towards the United States since 1978, and in 2009 its new
commitments were split "85% in the USA, 7% in Europe and 8% in the emerging markets"*’, with
nearly two-thirds (61%) of its portfolio outside Europe in 20253, Eurazeo declared its intention to

37 Sofina, Annual Report 2009, p.8/75
38 Sofina, Annual Report 2025, p.40/159
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invest "in the United States, the number one private equity market in the world"*°and warned that

Europe risked "being left behind in technological, industrial and economic terms"*’. Ackermans & van

Haaren pivoted to India and Vietnam after 2007. Another example is GBL. which expanded beyond

Belgium but remains more than 80% invested in Europe*', in SGS, Pernod Ricard, Adidas, Imerys,

and trades at one of the widest discounts in the set (cf Figure 2), showing the European anchor as a

ceiling rather than a choice.

This points to a structural issue: a European investor in 1970 simply had a smaller universe of large,

high-quality businesses to choose from than an American one did, regardless of skill or discipline. So

when we look at the relatively modest size of these holding companies today, Sofina's net asset value
of about €10.8bn in 2025, GBL's roughly €24.7bn, even Investor AB at the top of the range, the
explanation isn't just about governance or ambition. It's also about scarcity. There simply weren't

enough FEuropean companies of the right size, quality, and availability for any of them to compound

into the next Berkshire Hathaway.

III) Towards a European Berkshire: current players, necessity,
and conditions

This third part leaves the register of diagnosis for that of projection. It describes the contemporary actors
that come closest to the Berkshire model today, defends the idea that a European Berkshire would
answer a real economic need at this moment in European history, and formulates the structural
conditions whose conjunction is necessary for its emergence. Part II's reading was deliberately
backward-looking: it explained why, given the inheritance, the missing profession, the regulatory
framework and the macroeconomic terrain, no European institution could have built a Berkshire. Part
IIT asks the converse question: given how the regulatory and demographic landscape is now evolving,
what would it take for a European Berkshire to emerge over the next twenty years, and which of today's
vehicles are best positioned to become it?

II1.A) The European actors who come closest to the model today

III.A.1) Exor NV has tried to copy Berkshire’s model with limited success

Exor NV is the European holding that has most explicitly modelled itself on Berkshire. Under John
Elkann, who took over the chairmanship in April 2007, it has been rebuilt around the three pillars Part
I identified. The first move was structural: in 2009 the IFI / IFIL pyramid was collapsed into a single
listed entity, and in 2016 the holding was redomiciled from Italy to the Netherlands, principally to gain
access to the loyalty-voting mechanism under Dutch law that allows the Agnelli family to hold roughly
54.94% of the economic interest while controlling approximately 83.97% of the votes. The second is
the portfolio. From a sprawling set of stakes anchored on Fiat, Exor narrowed deliberately around a
concentrated core: Ferrari (the textbook Fisher franchise within the portfolio, with structural pricing
power and the highest operating margins in the global automotive industry), Stellantis, CNH Industrial,
Philips, Christian Louboutin, Institut Mérieux and The Economist. The third is the communication
discipline. The annual letter has been written personally by Elkann since 2009, with explicit references
to Graham and Buffett, and in the 2025 letter Elkann opened with a frank statement that Net Asset Value

3 Eurazeo, Annual Report 2015, p.5/356
40 Eurazeo, Annual Report 2022, p.17/488
41 GBL, Annual Report 2024, p.75/256

42 Sofina, Annual Report 2025, p.7/159
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per share decreased by 8.1% against an MSCI World up 5.4%, including a self-critical post-mortem of
the Stellantis strategy under Carlos Tavares since the FCA-PSA merger in 2021.

But the structural limits are visible. Net Asset Value stood at approximately €33 billion at end-2025, an
order of magnitude below Berkshire's reported $717 billion of equity. There is no insurance float: the
2015 acquisition of PartnerRe, made with the explicit intent of building one, was unwound in 2022
when the reinsurer was sold to Covéa, following Ajit Jain's own warning to Elkann that reinsurance was
"no longer a very lucrative business going forward". The portfolio remains concentrated in cyclical
sectors (autos and capital goods) more exposed to demand cycles than a Berkshire-style consumer
franchise portfolio. And Exor has been keen to sell down its stake in the “best business” it owns (i.e.,
Ferrari) but did not manage to reduce its exposure to Stellantis, which operates in a much more difficult
business, at the top of the cycle (despite a peak market cap of nearly €80bn in March 2024, it is now
worth only €20bn). And the persistent Net Asset Value discount, which fluctuated between 40% and
50% during 2025, signals that the market has not yet awarded Exor the trust premium that Berkshire
built over six decades. Exor is, in our reading, the European holding that has done the most with the
room for manoeuvre available, and yet it cannot, by itself, cross the structural lines Part II identified.

II1.A.2) Investor AB is the closest peer to Berkshire according to the numbers

Investor AB is the European compounder with the longest unbroken track record and, on most measures,
the closest performance approximation to Berkshire. Adjusted Net Asset Value reached SEK 1,087.1
billion (approximately €95bn at end-2025 exchange rates) on 31 December 2025, an increase of 14%
over 2024 with dividends added back®. The structural foundation is the alliance between Investor AB
and the Knut and Alice Wallenberg Foundations: the Foundations hold approximately 23.3% of the
equity and 50.0% of the votes, but their mandate is, by charter, multi-generational and reinvestment-
oriented, which gives the vehicle the rarest asset in European listed equity: a controlling shareholder
whose horizon is structurally longer than any market cycle. The portfolio is concentrated (ABB, Atlas
Copco, AstraZeneca, Ericsson, Nasdaq, SEB, plus Patricia Industries' wholly-owned subsidiaries
headed by Mdlnlycke, and an evergreen exposure to EQT), and the average holding period for the core
listed positions exceeds twenty-five years.

The limits are not negligible. Investor AB has no equivalent to the insurance float: its leverage stood at
a mere 1.02x as of 31 December 2025, compared to Berkshire's structural 1.60x. It is geographically
anchored in Sweden and the Nordic region: seven of the nine listed core holdings are Swedish in origin.
And its scale, while substantial in European terms, is one order of magnitude below Berkshire: €95bn
NAV against Berkshire's $1.03 trillion market capitalisation as of March 2026. Investor AB
demonstrates that Berkshire-grade compounding is possible in Europe within a defined perimeter. It has
not demonstrated, and arguably cannot demonstrate within the current Solvency II framework, that
Berkshire-grade compounding is possible in Europe at Berkshire's scale.

IT1.A.3) HAL Trust investment philosophy is very similar to Berkshire’s, its
communication is not

HAL Trust is the discreet third actor, and on several criteria the closest in spirit to Berkshire among the
three. The Van der Vorm family controls approximately 65.04% of the equity through HAL Trust*,
producing the highest insider economic stake of any European listed holding in our corpus. The model
is authentically buy-and-hold: Boskalis was taken private in 2022 after thirty-five years of listed
ownership, Vopak has been held since 1999, and the privately-held portfolio (Coolblue, Prodrive

43 Investor AB, Annual Report 2025, p.9/196
4 Refinitiv data
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Technologies, GreenV, Broadview Holding) is carried in the published Net Asset Value at acquisition
cost rather than at market value, a deliberate understatement that mirrors the conservatism Buffett
applies to Berkshire's wholly-owned subsidiaries. The Curagao domiciliation removes much of the
quarterly-reporting pressure that constrains Continental European holdings. Finally, the investment

success of HAL Trust has helped it secure a premium on its net asset value for a long time (cf Figure
5), that only turned negative in 2021.

Figure 5. HAL Trust share price vs book value per share
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The limits of HAL Trust illustrate the boundary of the model under European constraints. Its size, at
approximately €16 billion in published NAV remains modest. There is no Buffett-style annual letter,
and the family has cultivated opacity as a feature rather than a defect, which protects from short-term

pressure but also prevents the build-up of the public doctrine and minority-shareholder partnership
culture that have anchored Berkshire's premium to book value.

Table 5 sets the three side by side against Berkshire across the variables that, in Parts I and II, were
identified as the structural determinants of the model.

Table 5. The three European holdings closest to the Berkshire model, compared against
Berkshire (end-2025)*

Berkshire Hathaway Investor AB Exor NV HAL Trust
Year founded 1839 (current form 1965) 1916 1927 (as IFI) 1873
Domicile Delaware, USA Sweden Netherlands (since Curagao /
2016) Netherlands
Net Asset Value $717bn €100bn (SEK €33bn €16bn
1,087bn)
Market capitalisation $1,077bn €80bn €15bn €13bn

4 Berkshire holds its fully-owned subsidiaries at cost on its balance sheet, whereas most European holding companies
reevaluate their private stakes annually
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Berkshire Hathaway Investor AB Exor NV HAL Trust

Premium (+) / +50% -20% -54% -20%
Discount (-) to NAV
Economic interest 13.7% (W. Buftett) 22.0% (Wallenberg 54.9% (Agnelli) 65.0% (Van der
Foundations) Vorm family)
Voting interest 30.0% (W. Buffett) 47.1% (Wallenberg 86.0% (Agnelli) ~85% (Van der
Foundations) Vorm)
Insurance float $176bn None None (PartnerRe sold None
2022)
Leverage 1.6x (Frazzini, Kabiller 2.1% net gearing 6.9% loan-to-value Net cash position
and Pedersen study in ratio (€450m)
2013)
Annual letter to Since 1965 Since 2020 Since 2009 None
shareholders
TSR CAGR since 2009 = c.12% c.18% c.16% c.9%
(Exor listing)

Two readings emerge from the table. First, the three vehicles cluster, by design, around the governance
and concentration dimensions of the Berkshire model: they have controlling shareholders, concentrated
portfolios, and (Exor and Investor AB) a Buffett-style communication discipline. None of them comes
close to closing the insurance-float gap, the scale gap, or the NAV-discount gap. Second, the closest of
the three on financial performance is Investor AB, which alone has compounded NAV at a rate
approximating Berkshire's, and the closest on cultural alignment with the owner-partner model is HAL
Trust, which has the highest insider economic stake and is the closest to achieving a market cap premium
on asset value. No single European vehicle today combines all of Berkshire's structural features; the
candidate, if it emerges, will likely come from one of these three, or from a vehicle that does not yet
exist.

I11.B) A European Berkshire would answer a real economic need

IT1.B.1) Europe lacks patient equity capital compared to the USA

The European patient-capital deficit can be measured. European households' total financial assets
reached approximately €39.5 trillion in 2024, of which 30.6% was held as currency and deposits (vs
31.2% in 2023), 36.6% (vs 35.9% in 2023) in equity and investment fund shares (most of it via pooled
vehicles rather than direct holdings), 26.9% in insurance (stable vs 2023), pensions and standardised
guarantees, and the remainder in bonds and other items*. What matters, however, is not the absolute
size of the savings pool but its directional bias. Bruegel's 2024 analysis of EU savings concludes that
"while gross EU savings represent 25 percent of GDP, the EU's market capitalisation is 81 percent of
GDP. In the US, gross savings are only 18 percent of GDP, yet market capitalisation is a staggering 227
percent"*’. Europeans save more, in proportion to their GDP, than Americans; they channel a far smaller
share of those savings into equity ownership. And foreign investors are much more active in the
American capital markets than they are in European ones (in nominal amounts). The structural

46 Eurostat, Households — statistics on financial assets and liabilities, data for 2024, published in October 2025.

47 Christie, R., McCaffrey, C. and Pinkus, D., EU savers need a single-market place to invest, Bruegel Analysis
11/2024, 25 April 2024 (updated 17 July 2024).
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consequence is that European businesses of quality routinely turn to American capital markets to find
their long-term shareholders: Birkenstock chose the New York Stock Exchange for its 2023 IPO, Arm
(designed in Cambridge, UK) listed on Nasdaq in September 2023, and TotalEnergies has decided to
establish a dual-listing in New York. Table 6 sets out the structural composition of household financial
wealth on both sides of the Atlantic.

Table 6. Composition of household financial wealth. EU-27 vs United States, 20248

Asset category EU-27 (% of total United States (% of Ratio Implication
assets) total assets) US/EU
Currency and deposits 30.6% 15.3% 0.5x EU households hold 2.0x
more cash relative to
their wealth
Listed equity and investment 36.6% 35.5% 1.0x Similar amount, US has
fund shares more direct ownership of

equities, EU favours
pooled vehicles

Insurance, pensions, 26.9% 28.6% 1.1x Comparable

guarantees

Private businesses and Not disclosed for 13.6% n.m. EU does not consider

partnerships EU households private stakes as financial
assets

Other and debt securities 5.4% 7.0% 1.3x US has deeper bond
ownership

Total financial assets (2024) €39.5 trillions $130.4 trillions 3.2x EU pool represents

(c. €126 trillions) ¢.31% of US pool

I11.B.2) A gap that a Berkshire-like vehicle would fill

The European patient-capital deficit creates a gap that a Berkshire-style compounder would naturally
fill. A vehicle capable of immobilising tens of billions of euros over decade-long horizons, without the
redemption pressure of open-ended funds or the exit constraints of private equity, would directly address
two structural shortages: the long-term financing of European industrial champions in capital-intensive
transitions and cyclical businesses, and the European shareholder anchor that prevents quality
businesses from drifting into the orbit of US passive investors. European champions without anchor
shareholders like ASML, Schneider Electric, Unilever or Vinci could benefit a lot by having a
Berkshire-like shareholder, able to withstand industry cycles and support management throughout
business model transitions. For instance, had Unilever been 10% owned by a Berkshire-like entity, it
might not have spun-out its ice-cream business under activist pressure in 2025. The value proposition
of a European Berkshire is precisely to hold durable, value-aligned minority positions in such
companies, providing the stable European shareholder anchor that the current capital structure (in which
most large and long-term stakes are owned by founding families or the state) does not provide.

48 For EU: Eurostat, Households — statistics on financial assets and liabilities, data for 2024, published in October 2025.
For the USA: Federal Reserve Z.1 Financial Accounts of the United States, Q4 2024
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II1.C) The conditions of a successful emergence

IT1.C.1) Improving shareholder culture and European financial literacy

The first condition is cultural. European household participation in direct equity ownership remains
structurally below American levels, and the gap has barely narrowed over the past two decades. A thin
equity-owning base means allocators cannot easily build the patient shareholder constituency that
anchored Berkshire's model; the absence of such a constituency in turn reduces the incentive for
allocators to adopt the transparent governance and shareholder communication that would build it.
Figure 6 sets out the share of household financial wealth held in direct equity, for key European
economies plus the US benchmark.

Figure 6. Share of household financial wealth held in direct equity. Selected European countries
vs United States (latest available data)*
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The levers are familiar but the political execution has been incomplete. Tax-advantaged direct equity
schemes exist in several jurisdictions, like the French PEA (Plan d'Epargne en Actions, ceiling €150,000
per person), the United Kingdom ISA (Individual Savings Account, £20,000 annual allowance), the
Swedish ISK (Investeringssparkonto), and where adoption has been pushed by sustained public policy
and intermediary distribution, as in Sweden, the result has been one of the highest equity-ownership
rates in Europe. The European Commission's Savings and Investment Union initiative, formally
launched in March 2025 as the operational successor to the Capital Markets Union, identifies financial
literacy and harmonisation of long-term savings products as priorities. The Wallenberg-Investor AB

model, with patient Foundation ownership, multi-generational horizon, explicit shareholder
communication, offers a Continental template; the Investor AB letter to shareholders has been published
in the Buffett tradition since 2020. A ratchet effect is what is needed: a thicker patient shareholder base
gives allocators an interest in adopting aligned governance, which in turn deepens the shareholder base.

49 For EU: Eurostat, Households — statistics on financial assets and liabilities, data for 2024, published in October 2025.
For the USA: Federal Reserve Z.1 Financial Accounts of the United States, Q4 2025
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111.C.2) Valuation conservatism would help to reduce to holding discount

The second condition is the durable reduction of the holding discount, which in Part II.A) we identified
as Mr Market's standing verdict on European holding structures. First, European companies would
benefit by adopting the valuation conservatism that has characterised Berkshire for years. Currently,
both Exor and Investor AB communicate a Net Asset Value in which they reevaluate the private stakes
they own (with LBO fund types of valuation), versus Berkshire who hold them at cost plus accumulated
earnings. Only HAL Trust shares the accounting conservatism of Berkshire, with a private portfolio
valued at €7.6bn on its books, for an aggregated EBITDA generation of €2.0bn (implying an average
3.8x EBITDA multiple). This conservatism also explains why HAL Trust had been continuously trading

at a premium to its net asset value between 2010 and 2020 (cf figure 5). Investor AB is the middle
2950

ground, given that they share “reported values™" of the private businesses they own, which correspond

to the “at cost” plus accumulated earnings valuation of Berkshire and HAL Trust, but they build their

net asset value on “adjusted values” which can be multiple times higher than reported values. For

instance, the largest private company Investor AB owns, Mdlnlycke, has an adjusted value of SEK74bn

and a reported value of SEK17bn. If Investor AB were to build its net asset value on the “reported

values”, the discount would diminish to around 10% (vs 20% with the current net asset value formula).

On top of this accounting conservatism, measures such as opportunistic share buybacks and better

alienment between executives and shareholders are key to reduce the holding discount. When a

company's stock is trading way below its actual worth, buying back its own shares is important. It proves

to shareholders that management knows the stock is cheap, and it shows they can spend money wisely.

Ultimately, it signals that the best investment the company can make is in itself. Berkshire Hathaway

has been doing it at times where the stock traded very low, such as in 2020 when it repurchased $24.7bn

worth of shares in a single year, cannibalizing 5.2% of Berkshire’s share count. Given its very large

discount to net asset value (54%), Exor has bought back a lot of shares in the recent years, raising to
nearly €1bn of repurchases in 2025 (after €996m in 2023 and €249m in 2024). Therefore, Exor’s share
count has been reduced by around 12% between 2022 and 2025. Minority investors have one simple

goal: to grow their money as fast and safely as possible, which need to be shared by the controlling

owners in order for the holding discount to be reduced. For instance, Exor’s executives aren't aligned

with that goal because they are holding onto Stellantis, an old-school car company stuck in a shrinking

overly competitive industry that will never be able to build cars cheaper than its rivals. Just like it took

Warren Buffett 20 years to finally cut his losses and walk away from Berkshire Hathaway’s original,

30 Investor AB, Annual Report 2025, p.119/196
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failing textile business, John Elkann, who has already been running Exor for 22 vears, needs to learn

from that mistake and start selling off his stake in Stellantis rapidly.

I11.C.3) Reforming prudential regulation, particularly under Solvency II

The third condition is regulatory, and it is the one where concrete movement is already ongoing. The
Solvency II Directive (EU) 2025/2, published in the Official Journal on 8 January 2025, must be
transposed into national law by Member States by 30 January 2027 and applied from that date onward.
The two changes most relevant to a future European Berkshire are the wider symmetric adjustment
corridor on the equity capital charge (£13% rather than the previous +10%, allowing capital rules to
loosen further when equities have declined materially) and the enhanced treatment of long-term equity
and participations, which makes the 22% reduced charge for qualifying strategic equity holdings more
accessible to a wider set of insurance vehicles. The Commission's own communication is explicit on
the intent: the review "will unlock additional investment capacity for insurers, and the Commission
expects that insurers will use it to channel more funds into productive investments that support the real
economy"*!. For banks, no equivalent loosening is on the horizon: Basel IV, in transposition across the
EU since 2025, maintains and in certain respects strengthens the capital weights on industrial
participations that closed the banker-industrialist channel in Part II.C). The implication is that the future
European Berkshire is more likely to emerge from an insurance-anchored structure, like a long-term
investment vehicle attached to a European insurer, or an Exor-style holding controlling an insurer, than
from a banking-anchored one. Table 7 summarises the regulatory and policy changes between 2023 and
2027 that, taken together, define the opening window.

Table 7. The 2023 to 2027 European regulatory changes relevant to a future European
Berkshire>?

Reform Applicable Material change Effect on
from permanent-capital
model
Listing Act (Reg. November Simplified prospectus regime; reduced Reduces friction for
2024/2809) 2024 free-float requirements listed-holding equity
issuance
CMU re-launch / March 2025 Pan-EU long-term savings infrastructure | Increases the scale of
Savings and Investment roadmap the addressable
Union savings pool
Solvency II Directive 30 January Enhanced long-term equity and strategic = Partial restoration of
(EU) 2025/2 2027 participation treatment; widened +13% the insurance equity-
symmetric adjustment corridor investment channel
Basel IV transposition 2025 to 2030 Maintains 250% standardised weight on | No relief; the banking
(CRR3/CRD VI) equity holdings; CET1 deductions above = channel remains
10% thresholds structurally closed

For the first time in a generation, the conditions of emergence for a Berkshire-like European investment
company are partly aligned in Europe's favour. The 2027 to 2030 window is the most open the European
patient-capital landscape has been since the dismantling of the banker-industrialist model in the 1990s.

3! European commission webpage for Q&A on the Solvency II delegated regulation
32 European commission webpages about Savings and Investment Union and Q&A on the Solvency II delegated regulation
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Whether a European Berkshire emerges from this window depends, in the end, less on the regulatory
text than on the appearance of the figure the previous chapters identified as missing in Europe: the full-
time capital allocator with the patience to wait, the discipline to refuse, the transparency to build a
partnership culture with minority shareholders, and the vehicle structure to do all of these at scale,
sustained across a generation. The European Berkshire, if it emerges over the next years, is unlikely to
be a brand-new vehicle built from scratch: the scale required (NAV measured in tens of billions of
euros), the patience required (multi-decade compounding), and the trust required (a measured collapse
of the holding discount) are not the products of a launch event but of accumulated execution. The
candidate, in our reading, is most likely to be one of the three vehicles examined here: most plausibly
Investor AB, on the strength of its compounding record, its multi-generational ownership structure, and
its recent adoption of Buffett-style communication; possibly Exor NV, if it succeeds in rebuilding an
insurance pillar within Solvency II's new long-term-equity regime and continues to close its discount
through buybacks; conceivably HAL Trust, if it manages to emerge from a decade of lower than average
returns. In any case, the European Berkshire will emerge, or fail to emerge, thanks to the changes
described in Table 7.
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Conclusion

As expected, the philosophy was never the missing ingredient. Benjamin Graham published Security
Analysis in 1934, Philip Fisher published Common Stocks and Uncommon Profits in 1958. Warren
Buffett has spent sixty years explaining, in plain English, exactly how he thinks and exactly why. The
framework is free and could be taught in every business school on the continent. Yet no European capital
allocator built anything close to Berkshire. The reason the philosophy was not enough is the central
finding of this research, and it is more specific than most explanations suggest.

What the fifteen cases reveal, taken together, is a hierarchy of obstacles. Regulation was the hardest
wall. The gap between 15 cents of capital required per dollar of equities under American insurance rules
and 39 cents required under Solvency II is not a cultural difference or a matter of ambition. It is a
mechanical constraint, and it closed the most powerful funding channel Berkshire possesses before any
European vehicle could build it. The four banks illustrate the same point from the banking side:
Deutsche Bank did not sell its stakes in Daimler, Allianz and Siemens because it lost confidence in
them. It sold because Basel Il made holding them economically indefensible, and a tax-free sale was
made possible at the time. The banker-industrialist model, the closest Europe ever came to a homegrown
version of Berkshire's permanent capital structure, was not dismantled by bad judgment, but by law.

Below the regulatory wall, the governance evidence is the most consistent finding in the corpus. The
two hypotheses about control, the cross-shareholdings built to block takeovers and a 'controlling-owner'
culture, were confirmed in ten and eleven of fifteen cases, more than any other category. What the
annual reports reveal, read across decades, is not a story of bad investments or empire-building: the
empire-building hypothesis was confirmed in only one of thirteen cases. The real pattern is subtler and
more persistent. Capital stayed where families had planted it, not where returns were highest. Peugeot
Invest kept the bulk of its money in a car company earning close to zero while its diversified assets
gained more than 50%. Deutsche Bank maintained stakes in Thyssen and Karstadt through decades of
underperformance because the social contract of the Hausbank model made selling feel like betrayal.
In each case, the discipline Buffett calls the most important in investing, the willingness to do nothing
and own nothing rather than own the wrong thing, was the precise discipline these institutions found
hardest to practice.

The cases also clarified something that is easy to misread from the outside. The most consequential
difference between Berkshire and its European peers is not the size of the discount to net asset value,
nor the absence of a shareholder letter, nor any single governance feature. It is the absence of
permanence as a deliberate operating philosophy. Eurazeo completed sixty-one divestments in a single
year and called it asset rotation. Wendel was run by three successive leaders who shared no common
investment doctrine across thirty years. The culture of rotation is not a flaw that can be patched with a
better letter to shareholders. It is a system, with its own incentives, its own metrics, and its own logic,
and it produces a fundamentally different kind of institution.

The three candidates examined in Part III clarify what convergence with the Berkshire model requires,
as opposed to what it looks like from a distance. Investor AB has the compounding record and the
ownership structure, but no float and a geography anchored in Sweden. Exor has the communication
discipline and the intellectual honesty, but its unwillingness to sell down its stake in Stellantis and
relinquish control of a declining family business explains the 50% NAV discount tkatthe refleets-how
fartrustholding still kaste-traweksuffers. HAL Trust has the highest insider economic alignment of any
vehicle in the set and the most authentic buy-and-hold behaviour but has chosen opacity over the

shareholder partnership culture that Berkshire spent sixty years building. Each of the three holds one or
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two of the pieces. None holds all of them. The lesson is not that Europe lacks the components. It is that
no one has yet assembled them in a single vehicle, sustained across a single generation of leadership.

That assembly is now more plausible than at any point in the past thirty years. The revised Solvency II
directive, effective from January 2027, reduces the capital cost of long-term equity holdings for
European insurers for the first time since the framework was introduced. The European Commission's
Savings and Investment Union, launched in March 2025, is building the infrastructure to channel a
larger share of Europe's €39.5 trillion of household savings toward equity markets. The quality
businesses that a European Berkshire would want to anchor as a long-term shareholder, ASML, Vinci,
Schneider Electric, Unilever or Total are increasingly listing in New York or drifting into the hands of
American passive investors for the simple reason that no European vehicle is large enough or patient
enough to hold them. The need, the regulatory opening, and the candidate vehicles are converging for
the first time. What remains is the rarest ingredient of all, the one this research has consistently found
to be the true differentiator: a capital allocator willing to make patience the whole job, build a
partnership with minority shareholders in public and in writing, and hold both the philosophy and the
structure together across a generation. Berkshire was not built in a decade. The European equivalent, if
it emerges, will not be either.

The big question is whether Berkshire Hathaway can keep growing as fast as it did over the last 60

years. Because the company is now so massive, it can no longer invest in smaller businesses, which

drastically limits its options. To put its size into perspective, just to beat the average stock market

return by 10%,. Berkshire needs to create about $200 billion in new value every single year, which is

the equivalent of building a brand-new company the size of McDonald's or L'Oréal from scratch
annually.
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