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THE END OF AN ERA

REVIEW OF THE WEEK
6 MAY 2025

Arguably the best investor of all time has decided to
retire at the end of the year. Meanwhile, UK interest
rates are forecast to fall in a bid to prop up the
economy.

Warren Buffett bought Berkshire Hathaway, a struggling
clothing and manufacturing company, backin 1965. He
says it was one of the worst investments he ever made. He
ended up liquidating it 20 years later. Probably the best
investment was buying aninsurer in 1967. Sounds boring.
But it was brilliant (and actually a bit daring and racy).
Buffett wanted aninsurance company because it came with
ahuge pot of money that he could control and direct to his
uses. Thismoney - known as the float - is all the premiums
that customers pay upfront, which is used to pay out claims
when they arise.

Obviously it’simpossible to know exactly how much of the
money will be needed and when - although you can make
pretty good guesses using actuarial science. Typically, this
pot of money would be invested in bonds issued by blue-
chip companies and governments. That way, it earns money
so that the insurer can boost its profit or reduce prices to
attract more customers. What Buffett did was to use that
float to buy companies that he believed were undervalued.
As Buffett told Berkshire’s shareholders last year:
“[Insurance] is so much fun because you get the money at
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the start, you know, and then you find out whether you’ve
done something stupid later on.”

Rule number one of finance is to always be paid upfront
wherever possible. Cash is often useful and always critical.
It allows you to pay your bills on time, keep your people
employed and calms any creditors you may have. It also
gives you the flexibility to take advantage of opportunities
when they arise.

Often, Buffett would pounce during a period of upheaval
ordifficulty, using the huge pile of ready money that most
otherinvestors or businesses couldn’t rival, to take over
quality firms that had got themselves into a pickle through
too much debt or poor cashflow. With few alternatives
except going to the wall, it often meant Berkshire Hathaway
could pick up bargains. Then, after aninjection of money to
fix up their financing, they were set to make money again.
And that money could then be added to the power of the
float, further compounding Berkshire’s ability to invest.

Overthe next 60 years he built that shell of a failed
manufacturer into a conglomerate of businesses, from
insurance and media to construction, utilities and
consumer products. That investment company’s share
price has since gained more than 5.5 million percent.
The S&P 500 made just 39,000% over that time. You
don’t have to squint too hard to see Berkshire Hathaway
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asametaphor, or an avatar, for the financialisation of

the US economy. As the rest of the world developed,
trade deepened and capital borders melted away, the US
started making more money from the magic of finance,
investment, software and the extraordinary leverage they
offer.

Buffett became an unlikely and unassuming rock star

of investment. Berkshire Hathaway annual general
meetings of shareholders took on the feeling of a political
conference, reunion or literary festival. Held every year
in his beloved home town of Omaha, Nebraska, the AGMs
became almost a pilgrimage for many. Buffett’'s AGM
speeches also became a fixture of the financial calendar,
with commentators and punters alike interested in hearing
from the ‘Sage of Omaha’. At this year’s AGM Buffett
announced he will retire as CEO at the end of the year at
theripe age of 95. He will remain as chairman.

The end of thisinvestment era, which began with a decision
to switch manufacturing assets for financial ones, comes
atatime wherethe US governmentis encouraging the
pendulum to reverseits swing. US President Donald
Trump’s tariffs policies aim to reinvigorate American
manufacturing, which - if it can be done - seems likely to
doso at the expense of investors and US consumers. The
administration has announcedit’s planning 100% tariffs
on US films made abroad. The details are yet to be released
andit’sunclear whether that would include foreign-made
films by non-US companies. You would think not, because
the pointisto stop US firms from offshoring production to
take advantage of foreign tax-breaks. Yet it can get messy:
what about a Spanish language film funded by Netflix
primarily for Spain, but whichis then streamed to US
audiences as well? How do you tariff a streamed product
whenit’s bundled with thousands of other shows and films
inasubscription service? The share prices of major US-
listed film and streaming companies sank roughly 2% on the
news, but have recovered somewhat, perhaps asinvestors
ponder the difficulties of implementing such a policy.

US studios make more money at the box office and from
streaming to audiences overseas than they do at home, so
does it make sense to make films more expensively in the
US and then potentially get hit with retaliatory tariffs on
salesabroad? Or keep doing what they’'re doing and charge
Americans more to see filmsand TV shows created by US
companies, if that’s what the administration implements?
That’s one for the company executives to decide.

UK INTEREST RATES EXPECTED TO FALL

The US Federal Reserve willannounce any change to
interest rates on Wednesday at its third meeting of the
year. The central bank’s benchmark overnight interest
rate has beenonhold at the 4.25-4.50% range since mid-
December andinterest rate markets imply it will remain
that way till July at the earliest.

The Bank of England (BoE) follows on Thursday. Unlike its
counterpart across the Atlantic, the BoE is overwhelmingly
expectedto cutits overnight rate by at least a quarter
percentage point to 4.25%. British household and

business confidence s limp, US tariffs will bite when they’re
implemented on 8 July. and extra payroll taxes came into
forcein April, so many believe the UK economy needs the
boost of lower rates to avoid recession. Some argue that a
50-basis-point cut is needed. A large drop in UK inflation to
2.6% in March could give the bank room to move. However,
that dropis forecast to be fleeting: it’s anticipated to rise to
anew peak of 3.7% in the summer.

Lowerinterest rates would ease strains on mortgage-
holders, giving them more capacity to spend. It would also
reduce the cost of borrowing for companies, which should
make it more appealing to embark on new projects to make
money, like expanding factories, opening new shops and
investing in new technology.

Meanwhile, we're in the middle of company results season
which has been relatively strong. The only fly in the
ointment is that many businesses have pulled any guidance
of what they expect in terms of sales and profitsin the
future because of the supreme uncertainty of tariffs. Of
those that have issued guidance, most are negative. About
three-quarters of S&P 500 companies have reported

so far, the average growth in profit from a year earlieris
almost 13%, much higher than expected at the outset. Yet
uncertainty looms large and will remain until tariffs are
finalised in early July.

To help us complete some website maintenance we are
pausing publication of the Review of the Week from now
until 30 June. We will be back writing to you in early July. In
the meantime, we will be reviewing our communications to
improve them and make them more relevant to you. If you
have any feedback about what you like, don’t like, or have
any suggestions to improve what we produce, please tell us
by emailing review@rathbones.com.
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The content contained in this document is for information purposes only and does not constitute as a recommendation
to purchase any product or service, you should always take appropriate advice from a professional, who has made an
evaluation at the point of investing. The value of investments and the income from them may go down as well as up and
you may not get back what you originally invested. Tax treatments depend on the individual circumstances of each client
and may be subject to change in the future. Cashflow planningis based on assumptions and can only give anindication as
towhat may happen. They are not guarantees.

Important information. Rathbones Group Plc, through its subsidiaries, is a leading provider of high-quality, personalised investment and wealth management
services for private clients, charities and trustees. Our services include discretionary investment management, fund management, bankingandloan services,
financial planning, unitised portfolio servicesand UK trust, legal, estate and tax advice.

Rathbones and Rathbones Financial Planning are trading names of Rathbones Investment Management Limited, which is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered office: Port of Liverpool Building, Pier Head,
Liverpool L3TNW. Registeredin England No. 0144 8919.

Rathbones Asset Management Limited is authorised and regulated by the Financial Conduct Authority andisamember of the Investment Association. Registered
office: 30 Gresham Street, London E2V 7QN. Registeredin England: 02376568.

Rathbones Investment Management International Limited is regulated by the Jersey Financial Services Commission. Registered office: 25-26 Esplanade, St.
Helier, Jersey JE12RB. Company Registration No. 50503.

Rathbones Trust Company Limited is not regulated by either the Financial Conduct Authority or the Prudential Regulation Authority. Registered office:
30 Gresham Street, London E2V 7QN. Registered in England No. 01688454.
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