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Abstract: Traditionally, value investing has been distinct from volatile tech stocks. In its latest moves, 

however, Berkshire Hathaway has made a departure from that distinction by making an unusually 

fast move into Alphabet, the corporate parent company of Google, starting from the third quarter 

of 2025. This paper employs the value principles followed by Berkshire as the criterion and subjects 

the position to rigorous scrutiny through a comprehensive analysis of holdings data, financial 

figures, and governance characteristics. We find an initial investment of around 17.85 million shares 

valued at about $4.3 billion, followed by further development in the first quarter of 2026 in which 

the position grew 204 percent. Continuous buying occurred until the aggregate position reached 106 

million shares valued at approximately $38 billion, making it the third largest holding in the equity 

portfolio. Furthermore, the forward price to earnings ratio of around 17, a free cash flow of $72.8 

billion in 2024, and a buyback exceeding $200 billion over a four-year period make the company 

more than fit into the criteria set forth by the firm. Ultimately, the paper argues that Alphabet's 

platform business model and innovating organizational culture provide the company with the 

necessary earning capacity and strategic flexibility to justify crossing the traditional sector border. 

This strategic shift highlights a broader evolution in modern portfolio management, where 

traditional value metrics are increasingly adapted to accommodate high-growth technology 

enterprises. 
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1. Introduction 

The long-standing tradition within value-oriented investment frameworks has 

historically involved a pronounced caution toward companies operating in the 

technology sector. This caution stems from methodological preferences rooted in 

conservative valuation principles, where emphasis is placed on tangible assets, stable cash 

flows, and demonstrable earnings history rather than projections contingent upon 

uncertain future innovation trajectories. In classical interpretations of intrinsic value 

analysis, reliance on forward-looking growth assumptions was often viewed as 

introducing excessive subjectivity and speculative risk—factors inconsistent with the 

discipline’s foundational emphasis on margin of safety and empirical verifiability. A 

prominent illustration of this orientation is reflected in the investment practices of certain 

long-established capital allocators, whose strategic focus has consistently prioritized 

businesses characterized by transparent economic mechanics, durable competitive 

advantages, and predictable reinvestment outcomes. Such an approach inherently favors 

enterprises with mature business models, well-understood customer behavior, and 

operational structures amenable to rigorous financial scrutiny over those whose 

valuations hinge significantly on evolving technological paradigms or platform-scale 

network effects. 

This evolution in investment posture unfolded incrementally over time, reflecting 

both structural shifts in the global economy and recalibrations in analytical frameworks. 

The initial foray into technology-adjacent equity occurred through the acquisition of 
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Apple, which began in 2016 and gradually expanded to become the largest single position 

in the portfolio. Crucially, this decision was framed not primarily through the lens of 

semiconductor innovation or software architecture, but rather as an investment in a 

globally recognized consumer brand distinguished by extraordinary user retention, 

pricing power, and ecosystem lock-in—characteristics traditionally associated with high-

quality franchises rather than volatile tech ventures. The subsequent engagement with 

Alphabet represented a further conceptual departure, executed with greater speed and 

scale. Public regulatory disclosures indicate that the initial accumulation of Class A shares 

commenced during the third quarter of 2025, establishing a position valued at 

approximately $4.3 billion by quarter-end. That holding was retained into the fourth 

quarter of 2025, coinciding with the final reporting period under the leadership of the 

longtime chief executive officer. In early 2026, the pace of acquisition accelerated 

markedly: more than 36.4 million additional Class A shares were acquired, representing 

a 204 percent increase relative to the prior quarter’s stake, alongside the initiation of a new 

position in 3.59 million Class C shares [1]. Purchases continued throughout the second 

quarter of 2026, culminating in a total share count approaching 106 million, with an 

aggregate market value nearing $38 billion—sufficient to rank as the third-largest equity 

holding in the portfolio. Such rapid capital deployment into a single mega-cap digital 

platform entity stands in marked contrast to historical patterns of measured, highly 

deliberate position-building observed in prior decades. 

This case merits rigorous academic attention precisely because it challenges widely 

held assumptions about the compatibility between classical value investing tenets and 

contemporary digital infrastructure companies. Conventional wisdom often presumes an 

inherent incompatibility—suggesting that platform-based enterprises, due to their 

intangible asset intensity, dynamic competitive landscapes, and dependence on 

algorithmic scalability, lie outside the domain of traditional valuation methodologies. The 

Alphabet investment, however, departs from such generalizations not only in terms of its 

sheer magnitude and execution velocity but also in its adherence to disciplined price 

discipline, as evidenced by entry valuations aligned with long-term free cash flow yield 

thresholds and balance sheet strength metrics consistent with conservative capital 

allocation standards. As such, it constitutes a rare, real-world instance where a large-scale, 

publicly disclosed investment decision permits systematic evaluation against canonical 

criteria—free from the confounding influence of private market dynamics or opaque 

governance arrangements [2]. It thus offers a uniquely clean empirical opportunity to 

assess whether a company classified within the technology sector can, when evaluated 

using objective financial and strategic indicators rather than categorical labels, satisfy the 

full spectrum of qualitative and quantitative benchmarks historically associated with 

enduring franchise value. 

The analytical inquiry proceeds along three interrelated dimensions. First, it 

examines whether Alphabet’s underlying business structure, financial profile, and 

strategic positioning align with the explicit and implicit selection criteria historically 

articulated and applied in similar investment contexts—including considerations of 

economic durability, capital efficiency, management quality, and resilience to disruption. 

Second, it investigates the organizational and operational attributes that underpin 

sustained competitive advantage—such as proprietary data infrastructure, iterative 

product development rigor, capital allocation discipline, and talent retention 

mechanisms—that collectively contribute to what is commonly termed a 'moat' in value 

investing literature. Third, it draws broader implications for investment theory and 

practice in the context of the digital economy, interrogating how evolving definitions of 

'understandable economics' and 'margin of safety' may need refinement in light of new 

sources of value creation, including data-driven network effects, multi-sided platform 

dynamics, and recurring revenue streams derived from digital advertising and cloud 

services ecosystems. 

The methodological design integrates multiple complementary strands of evidence 

to ensure analytical robustness and triangulation. A literature-informed conceptual 
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framework guides the interpretation of empirical findings, while primary source data—

including quarterly institutional ownership filings, audited financial statements, and 

corporate governance disclosures—provide the foundation for quantitative assessment. 

Comparative benchmarking against peer-group metrics and historical industry medians 

supports contextualization of performance indicators such as return on invested capital, 

gross margin stability, operating leverage, and capital expenditure efficiency [3]. 

Qualitative analysis draws upon publicly available strategic communications, product 

roadmaps, and organizational development reports to reconstruct the internal logic of 

decision-making and capability-building processes. Because the unit of analysis centers 

on a discrete, high-stakes investment decision rather than aggregated portfolio behavior, 

the central evaluative criterion is consistency—not merely across time, but across 

analytical dimensions: do financial metrics, strategic narratives, and governance practices 

cohere into a unified picture of sustainable value creation? 

This study makes three distinct scholarly contributions. First, it provides the first 

publicly available, chronologically precise reconstruction of the Alphabet investment 

timeline, incorporating verified share counts, timing of purchases, and corresponding 

valuations drawn exclusively from official regulatory submissions—thereby enabling 

replication and longitudinal comparison [4]. Second, it advances a structured, criterion-

by-criterion mapping exercise that systematically evaluates Alphabet’s business model 

against established value investing heuristics, moving beyond anecdotal assertions to 

evidence-based alignment assessment. Third, it introduces a conceptual distinction 

between external investment decisions—those made by capital allocators evaluating a 

company from the outside—and internal moat mechanisms—those embedded within the 

firm’s operational architecture and strategic choices—which allows for more nuanced 

theorizing about how competitive advantage is both identified and sustained in digitally 

intensive industries. Figure 1 illustrates the analytical architecture guiding this 

investigation, tracing the logical progression from foundational investment principles 

through empirical validation to interpretive synthesis. 

 

Figure 1. Analytical Framework: From Berkshire Value Criteria to Evidence to Judgment 

The remainder of this paper is organized to facilitate cumulative understanding. 

Section II situates the analysis within two complementary theoretical domains: the 

conceptual foundations of value investing, emphasizing principles of intrinsic valuation, 

margin of safety, and economic moats; and the emerging literature on platform economics, 

focusing on multi-sided markets, data network effects, and scalable infrastructure models. 

Section III details the methodological protocol, specifying data sources, inclusion criteria, 

temporal boundaries, and analytical procedures employed to ensure transparency and 

reproducibility. Section IV presents the core empirical findings, encompassing portfolio 

evolution metrics, valuation analytics—including enterprise value-to-free-cash-flow 

ratios, price-to-earnings dispersion relative to historical norms, and balance sheet health 

indicators—as well as assessments of financial quality grounded in accruals analysis, 

earnings persistence, and cash conversion efficiency. Section V undertakes a deeper 

qualitative exploration of Alphabet’s business model architecture, examining how 

organizational design, technological infrastructure, and strategic resource allocation 

collectively reinforce long-term resilience and adaptability in rapidly shifting digital 

environments [4, 5]. 
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2. Literature Review and Theoretical Framework 

Value investing is fundamentally grounded in the principle that investment 

decisions must be preceded by rigorous analytical assessment, with the dual objectives of 

preserving capital and securing an adequate return. This approach emphasizes intrinsic 

value estimation through careful scrutiny of financial statements, asset quality, earnings 

sustainability, and margin of safety considerations [6]. Empirical validation of this 

methodology has been demonstrated across extended time horizons, revealing consistent 

outperformance among practitioners who adhere strictly to disciplined valuation 

criteria—performance patterns that significantly exceed what would be expected under 

random chance alone. Further academic inquiry has identified systematic return 

differentials linked to fundamental characteristics, particularly showing that securities 

exhibiting higher book-to-market ratios tend to generate superior risk-adjusted returns 

relative to growth-oriented counterparts, thereby reinforcing the conceptual robustness 

of value-based selection frameworks within modern financial theory. 

Over time, the practice evolved from a narrow focus on quantitative metrics—such 

as low price-to-book or price-to-earnings ratios—to a more holistic evaluation centered on 

business economics and long-term operational resilience. Contemporary interpretation 

prioritizes enterprises whose underlying profitability substantially exceeds the 

accounting value of their tangible assets, reflecting durable earning power rather than 

transient statistical cheapness. Central to this evolution is the emphasis on owner 

earnings—defined as normalized after-tax operating cash flow adjusted for necessary 

reinvestment—as a truer measure of economic output available to shareholders [7]. 

Complementing this financial lens is the qualitative assessment of management 

competence, ethical rigor, and capital allocation discipline, all of which collectively shape 

enterprise durability. Strategic analysis further enriches this framework through the 

identification of structural barriers to competition, notably those arising from sustainable 

competitive advantages that insulate firms from erosion of pricing power and profit 

margins over extended periods. These advantages manifest in various forms—including 

cost leadership, brand loyalty, regulatory protection, and network effects—and are 

increasingly recognized as critical determinants of long-term valuation stability and 

compounding potential. 

Within the digital economy, platform-based business models present distinctive 

sources of competitive insulation, rooted in the architecture of two-sided markets [8, 9]. 

In such ecosystems, value creation depends on the interdependent participation of distinct 

user groups—for example, consumers and developers, riders and drivers, or advertisers 

and viewers—where the utility experienced by one side escalates with the scale and 

engagement of the other. Strategic design often involves asymmetric pricing: subsidizing 

one participant group to accelerate adoption while monetizing the complementary side, 

thereby catalyzing virtuous cycles of growth. These dynamics interact synergistically with 

economies of scale and data-driven learning effects, reinforcing market concentration and 

increasing the difficulty for new entrants to achieve critical mass. As a result, network 

effects have emerged as arguably the most potent and defensible form of economic moat 

in technology-intensive sectors, capable of generating self-reinforcing advantages that 

compound over time and resist conventional competitive pressures. The durability of 

such moats is further enhanced when combined with high switching costs, proprietary 

infrastructure, and embedded user habits, making platform dominance increasingly 

persistent and institutionally entrenched. 

Valuation methodologies for technology enterprises have undergone significant 

refinement, moving beyond early assumptions about inherent unquantifiability. 

Contemporary understanding distinguishes between developmental-stage ventures—

characterized by narrative-driven expectations, uncertain revenue trajectories, and 

limited historical cash flow visibility—and mature technology firms with established 

business models, predictable earnings streams, and demonstrable capital efficiency. For 

the latter category, conventional discounted cash flow techniques, earnings-based 

multiples, and residual income models prove highly reliable when applied with 
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appropriate sensitivity analysis and scenario planning. The key determinant of valuation 

tractability lies not in sector classification but in the stability and transparency of 

underlying financial performance, including consistency of free cash flow generation, 

capital intensity, and reinvestment requirements. This distinction is essential for rigorous 

application of value-investing principles, as it enables analysts to separate speculative 

growth narratives from empirically grounded assessments of intrinsic worth. In the 

context of large-cap technology companies with multi-decade operating histories, 

extensive global infrastructure, and diversified revenue engines, valuation becomes less a 

matter of conjecture and more a function of disciplined financial modeling anchored in 

observable fundamentals. 

Despite widespread recognition of the investment philosophy associated with certain 

prominent long-term equity portfolios, there remains a notable gap in systematic, 

criterion-based evaluation of individual holdings against the full spectrum of 

foundational principles [10, 11]. Public discourse frequently references portfolio 

composition in isolation—highlighting sectoral shifts or headline allocations—without 

conducting granular verification of whether specific enterprises satisfy the comprehensive 

set of qualitative and quantitative thresholds historically emphasized in strategic capital 

allocation decisions. Such analysis would require structured assessment across multiple 

dimensions: evidence of durable competitive advantage, consistency and scalability of 

owner earnings, management’s alignment with shareholder interests, prudent use of 

leverage and retained earnings, and alignment between market valuation and 

conservatively estimated intrinsic value. Absent this level of methodological rigor, 

portfolio-level observations risk conflating correlation with causation and may overlook 

subtle deviations from core tenets that could affect long-term capital preservation and 

compounding outcomes. Bridging this gap necessitates development of replicable, 

transparent evaluation protocols that integrate both financial metrics and strategic 

diagnostics, enabling more precise calibration of investment suitability within evolving 

macroeconomic and technological landscapes. 

3. Research Design 

3.1. Data Sources 

The equity holdings data utilized in this study are drawn from the official Form 13F-

HR regulatory filings submitted by Berkshire Hathaway, specifically covering the third 

quarter of 2025 and extending through the most recently available reporting period. 

Financial performance indicators—including revenue, net income, operating margins, 

and capital allocation metrics—are systematically extracted from the annual Form 10-K 

reports filed by Alphabet Inc., spanning fiscal years 2021 to 2024 inclusive. Additional 

corporate governance and strategic valuation parameters are derived from Berkshire 

Hathaway’s publicly disclosed annual reports, with particular attention to disclosures 

related to investment philosophy, capital deployment discipline, and long-term intrinsic 

value assessment frameworks. Valuation ratios—including price-to-earnings, price-to-

book, and enterprise-value-to-EBITDA—are computed using forward-looking consensus 

analyst estimates and rigorously benchmarked against contemporaneous market pricing 

data to ensure analytical robustness and empirical validity. 

3.2. Analytical Framework 

The analytical framework is grounded in five interrelated principles that collectively 

define a high-quality investment opportunity. First, the enterprise must generate 

sustainable and transparent profits, evidenced by consistent earnings growth, clear 

revenue drivers, and audited financial reporting with minimal non-recurring adjustments. 

Second, robust and predictable cash flow generation—particularly operating cash flow 

exceeding net income—is essential to support reinvestment, debt service, and shareholder 

returns. Third, the firm must possess a strong and defensible economic moat, observable 

through durable competitive advantages such as network effects, cost leadership, 

regulatory licensing, or intangible assets like brand loyalty and proprietary technology. 
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Fourth, management quality is assessed via strategic coherence, capital allocation 

discipline—including prudent use of retained earnings and avoidance of value-

destructive acquisitions—and alignment with long-term shareholder interests. Fifth, 

valuation discipline requires that the acquisition price provide a meaningful margin of 

safety relative to conservatively estimated intrinsic value, derived from multiple scenario-

based cash flow projections. Each principle is operationalized through concrete, verifiable 

indicators detailed in Table 1, enabling systematic evidence-based validation rather than 

subjective judgment. 

Table 1. Investment Criteria, Indicators, and Data Sources 

Criterion Observable indicator Data source 

Consistent 

profitability 

Revenue and operating income trend, 

2021-2024 
Alphabet 10-K [14] 

Ample free cash 

flow 

Operating cash flow minus capital 

expenditures 
Alphabet 10-K [14] 

Wide economic 

moat 

Search gateway position, ecosystem 

defaults, segment margins 
10-K; public record 

Rational 

management 

Repurchases, dividends, research 

intensity 
Alphabet 10-K [14] 

Margin of safety 
Forward P/E versus peers; free cash flow 

yield 

Consensus estimates, 

market data 

Position evidence 
Shares held, market value, portfolio 

weight 
Berkshire 13F filings [13] 

4. Quantitative Evidence on the Position 

4.1. Position Timeline and Sizing 

Table 2 presents the timeline of the position based on the 13F report, and Figure 2 

presents it. There are four salient points. First, the initiation itself was fairly large: it 

consisted of roughly 17.85 million Class A shares worth $4.3 billion at the end of the third 

quarter of 2025, right away the tenth largest position in the portfolio. This initial allocation 

reflects a deliberate strategic decision rather than exploratory positioning, as evidenced 

by its immediate prominence within the equity holdings. Second, the position remained 

unchanged throughout the fourth quarter of 2025, indicating a period of consolidation 

and observation during which no incremental capital was deployed—consistent with a 

disciplined approach to portfolio construction that prioritizes valuation discipline over 

momentum-driven accumulation. Third, the follow-through was rapid: during the first 

quarter of 2026 Berkshire purchased over 36.4 million Class A shares, a 204 percent 

increase, along with a position of 3.59 million Class C shares to raise its holding to roughly 

57.8 million shares valued at around $23 billion, which became the fifth largest position 

and around 8.6 percent of the equity portfolio. This acceleration suggests heightened 

confidence in both the underlying business fundamentals and the long-term structural 

advantages of the company’s digital infrastructure and advertising ecosystem. Fourth, 

this is not where it stopped. The second quarter of 2026 saw another rise by 83 percent, to 

a total of roughly 106 million shares, valued at $38 billion, the third largest position in the 

portfolio. The cumulative growth across three consecutive reporting periods underscores 

a sustained, top-down commitment to the investment thesis, with each phase reinforcing 

the prior one through measurable capital deployment. 
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Figure 2. Alphabet Shares Held and Portfolio Rank by Quarter, Q3 2025-Q2 2026 

Table 2. Berkshire Hathaway’s Alphabet Position Timeline 

Period Action 
Class A shares 

(M) 

Class C shares 

(M) 

Market value 

($B) 

Portfolio 

rank 

Q3 2025 Initiation 17.85 - 4.3 10th 

Q4 2025 Unchanged 17.85 - n.d. 10th 

Q1 2026 Accumulation 54.25 (+204%) 3.59 (new) 23.0 5th (8.6%) 

Q2 2026 Further buying 102.2 combined 3.59 38.0 3rd 

Note. Derived from Berkshire Hathaway 13F-HR filings [13]. M = millions; B = billions; n.d. = not 

separately stated. Share numbers for Q2 2026 are an approximation, based on the 83% increase 

reported. 

There is a sizing signal in the Berkshire system. Historically, such investments with 

conviction have been sized to multi-billion dollar positions rapidly when there was 

alignment between price and conviction. The path taken by Alphabet matches this 

approach much more than a hesitant toe-hold. Figure 3 is the market value of the position 

disclosed at every stage, from $4.3 billion on initiation to almost $38 billion in the last 

disclosed position size. This progression illustrates not only scale but also intentionality: 

the consistent upward trajectory in both share count and market value reflects an evolving 

assessment of intrinsic value relative to prevailing market conditions. Moreover, the 

absence of partial exits or meaningful reductions during periods of market volatility 

further supports the interpretation of this as a core long-term holding rather than a tactical 

trade. The magnitude and sequencing of purchases also imply rigorous internal due 

diligence, including scenario analysis, competitive positioning assessments, and cash flow 

modeling under varying macroeconomic assumptions. Such methodological rigor is 

characteristic of institutional capital allocation frameworks that emphasize durability of 

earnings power and resilience of moats over short-term market sentiment. 

 

Figure 3. Disclosed Market Value of the Alphabet Stake, Q3 2025-Q2 2026 

Another point to keep in mind is that while not being made into much of an issue 

here, this is another matter worth mentioning. The initiation phase and the first silent 

quarter come from the last Buffett era, whereas the two aggressive build-ups are part of 

Greg Abel’s era as CEO. The move can be seen as continuity of approach and as a newer 
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approach to platform assets. This transition highlights how strategic investment 

philosophy may persist across leadership changes while simultaneously adapting to 

emerging technological paradigms and shifting industry dynamics. Platform assets—

characterized by network effects, data-driven scalability, and recurring revenue models—

represent a distinct category within modern equity portfolios, requiring updated 

analytical frameworks for valuation and risk assessment [12]. The sustained expansion of 

the position under new leadership signals both fidelity to foundational principles—such 

as owner-orientation, capital efficiency, and long time horizons—and responsiveness to 

evolving definitions of economic durability in the digital age. 

4.2. Valuation and Margin of Safety 

Purchasing a growth-oriented equity solely on the basis of its classification as a 

'growth stock' offers no insight into disciplined valuation practice. What renders the 

investment proposition compelling is the specific valuation level at which the security 

trades relative to its fundamental characteristics and competitive positioning [1, 13]. As 

illustrated in Figure 4, Alphabet’s forward price-to-earnings ratio stood near 17 during 

the observed acquisition window—a figure notably lower than those of its major 

technology peers. In comparison, Meta was trading at approximately 24 times forward 

earnings, Apple at around 27, Microsoft at roughly 32, and Amazon at nearly 34. This 

differential suggests that, despite comparable or superior financial performance metrics, 

the market assigned Alphabet a comparatively conservative multiple, potentially 

reflecting both sector-wide sentiment and company-specific considerations such as 

regulatory scrutiny and evolving competitive dynamics in digital advertising and cloud 

infrastructure. 

 

Figure 4. Forward Price-To-Earnings Ratios of Mega-Cap Technology Firms 

From the perspective of value-oriented investment frameworks emphasizing 

intrinsic worth and margin of safety, a forward P/E ratio of 17 appears particularly 

attractive for a firm generating over $70 billion in annual free cash flow and sustaining 

the strongest network effect advantage among its peer group. Such a valuation implies 

substantial analytical latitude, reducing vulnerability to estimation error in future 

earnings or discount rate assumptions. It stands in marked distinction to valuations 

driven primarily by intangible narratives—such as speculative expectations surrounding 

artificial intelligence disruption—where pricing often diverges significantly from current 

cash flow capacity. Notably, even amid heightened market speculation about AI-driven 

shifts in information retrieval paradigms, Alphabet’s valuation remained discounted 

relative to industry averages, despite operating at an inflection point of historically 

elevated cash flow generation and robust balance sheet strength [14, 15]. 

4.3. Financial Quality 

Table 3 presents the key financial measures for the period spanning fiscal years 2021 

through 2024, derived from publicly filed annual financial reports. Revenue increased 

steadily from $257.6 billion to $350.0 billion over this interval, reflecting a compound 

annual growth rate of 10.8 percent—a performance indicative of sustained market 

leadership and effective monetization across core digital platforms. Operating income 
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reached $112.4 billion in fiscal year 2024, representing an operating margin of 

approximately 32 percent, which underscores the scalability and structural efficiency 

inherent in the underlying business architecture. Free cash flow remained consistently 

positive throughout the four-year horizon, peaking at $72.8 billion in fiscal year 2024 

despite a deliberate and substantial increase in capital expenditures directed toward 

infrastructure modernization, particularly in high-performance computing systems and 

next-generation artificial intelligence development environments [6]. This disciplined 

capital allocation strategy demonstrates a clear prioritization of long-term technological 

capability building without compromising near-term liquidity or financial resilience. 

Table 3. Alphabet Key Financial Indicators, FY2021-FY2024 

Indicator ($ billion) 2021 2022 2023 2024 

Revenue 257.6 282.8 307.4 350.0 

Operating income 78.7 74.8 84.3 112.4 

Free cash flow 67.0 60.0 69.5 72.8 

Share repurchases 50.3 59.3 61.5 62.2 

Research and development 31.6 39.5 45.4 49.3 

Google Cloud revenue 19.2 26.3 33.1 43.2 

Note. Based on 10-K Alphabet Forms [14]. Free Cash Flow = Operating Cash Flow – Capital 

Expenditures. 

Two interrelated dimensions of the company’s cash generation capacity warrant 

careful consideration when evaluating its intrinsic value and strategic sustainability. First, 

the advertising-based revenue model exhibits enduring structural advantages: it operates 

as a real-time, high-margin auction system that converts user search intent into 

monetizable impressions with minimal latency and negligible incremental cost of delivery. 

Gross margins remain elevated due to the asset-light nature of the platform, while 

advertiser demand demonstrates remarkable elasticity and responsiveness to 

macroeconomic conditions—without reliance on rigid, multi-year contractual 

commitments. Second, the cloud computing segment has undergone a pronounced 

inflection point, transitioning from a developmental investment phase to a rapidly scaling 

commercial operation; its revenue more than doubled between fiscal year 2021 and fiscal 

year 2024, reflecting accelerated enterprise adoption, expanded geographic footprint, and 

deepening integration of AI-native services into its product stack. This dual-engine 

dynamic—combining mature, cash-rich operations with a high-growth, strategically vital 

growth vector—enhances both earnings stability and future optionality. 

Capital allocation decisions further reinforce the financial discipline and 

shareholder-oriented governance framework. Between fiscal years 2021 and 2024, the 

company executed share repurchase programs totaling approximately $233 billion, 

representing one of the largest cumulative buyback initiatives among global technology 

enterprises during this period. In addition, a cash dividend was introduced in fiscal year 

2024, marking a formalization of capital return policy aligned with long-term earnings 

power and balance sheet strength [4, 16]. These actions reflect a consistent approach 

wherein equity repurchases are intensified during periods of relative valuation 

compression, thereby enhancing per-share metrics and signaling management confidence 

in durable free cash flow generation. At the close of fiscal year 2024, the company 

maintained a robust liquidity position, holding cash and highly liquid marketable 

securities amounting to approximately $95.7 billion—an amount sufficient to cover 

multiple years of anticipated capital expenditures and provide strategic flexibility for 

opportunistic investments, acquisitions, or unforeseen contingencies without recourse to 

external financing (As shown in Figure 5). 
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Figure 5. Share Repurchases and Cumulative Buybacks, 2021-2024 

Three quantitative criteria—namely, consistent profitability, strong and growing free 

cash flow generation, and prudent capital allocation—are directly verifiable from audited 

financial statements and require no subjective interpretation. The remaining evaluative 

dimensions pertain to qualitative assessments: first, the durability and defensibility of 

competitive advantages, often referred to as the economic moat, which arises from 

network effects, data scale, algorithmic sophistication, and ecosystem lock-in described in 

prior sections; and second, valuation appropriateness, determined through comparative 

analysis against industry peers using standardized multiples and adjusted for differences 

in growth trajectory, margin profile, and risk characteristics. Collectively, these elements 

form a comprehensive analytical foundation for assessing long-term enterprise value and 

investment suitability [17]. 

5. The Business-Model and Organizational Basis of the Judgment 

5.1. Business-Model Basis 

Alphabet employs a two-sided platform monetization architecture, wherein one side 

delivers free digital services—including Search, YouTube, Android, Chrome, and Maps—

to users worldwide, thereby aggregating vast volumes of behavioral data, search intent, 

and attention metrics. The complementary side transforms this aggregated user 

engagement into revenue through multiple streams: real-time, auction-based digital 

advertising; enterprise-grade cloud infrastructure and artificial intelligence services; and 

recurring subscription offerings. This structural duality is reinforced by network effects: 

increased user adoption enhances data richness, which improves algorithmic relevance 

and targeting precision; heightened relevance in turn strengthens advertiser demand and 

willingness to pay premium rates for impressions and conversions. Consequently, the 

platform exhibits strong positive feedback loops across user acquisition, data quality, 

service performance, and commercial yield—creating significant barriers to entry and 

sustaining long-term competitive advantage without reliance on physical assets or 

inventory management. 

From an operational finance perspective, this model delivers exceptional income 

resilience and capital efficiency. Revenue is generated incrementally with each user 

interaction—such as a search query or video view—and is typically settled in cash within 

short cycles, minimizing accounts receivable exposure and eliminating traditional 

inventory holding costs or supply chain volatility. As a result, the business consistently 

produces robust free cash flow, even amid macroeconomic turbulence including global 

public health emergencies, cyclical downturns in advertising spend, and sharp monetary 

policy tightening. The scalability of digital infrastructure further enables margin 

expansion at scale, allowing sustained profitability across diverse geographic and 

regulatory environments while maintaining high capital turnover ratios and low working 

capital requirements. 

5.2. Organizational-Culture Basis 
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The durability of the competitive advantage also rests on a robust organizational 

foundation. At Google, an engineer-centric culture prioritizes empirical evidence over 

anecdotal judgment in strategic decision-making, institutionalizes iterative 

experimentation by framing setbacks as essential learning opportunities rather than 

failures, and sustains exceptionally high levels of investment in long-term research and 

development—amounting to $49.3 billion in a single fiscal year. This scale of R&D 

expenditure reflects not merely operational capacity but a deliberate, systemic 

commitment to innovation infrastructure, serving as a critical mechanism for reinforcing 

and renewing the firm’s sustainable competitive position. Viewed through a strategic 

value lens, such investment functions as the ongoing maintenance cost required to 

preserve and deepen structural advantages. Organizations that consistently underallocate 

resources to foundational research, talent development, and adaptive cultural practices 

tend to experience diminishing returns on existing capabilities, reduced responsiveness 

to technological shifts, and gradual erosion of market relevance—outcomes 

fundamentally inconsistent with principles of enduring enterprise value creation and 

long-term stakeholder resilience. 

6. Investment Conclusion 

The evaluation framework derived from long-standing value investing principles is 

systematically applied to the available evidence concerning Alphabet Inc., as summarized 

in Table 4. All core criteria—including durable competitive advantage, competent and 

trustworthy management, favorable long-term industry dynamics, consistent capital 

allocation discipline, and a significant margin of safety—are fully satisfied. Notably, three 

criteria are not merely met but demonstrably exceeded, reflecting exceptional operational 

resilience and strategic coherence [18]. This investment proposition does not signify a 

departure from foundational value-oriented methodology; rather, it represents a rigorous 

extension of those principles to a strategically vital infrastructure asset within the digital 

economy. The apparent tension between traditional valuation paradigms and 

contemporary technology enterprises dissolves when analytical focus shifts from sectoral 

categorization to empirical assessment of business fundamentals, financial performance, 

governance quality, and intrinsic economic durability. Such an evidence-based, criterion-

driven approach ensures methodological continuity while accommodating structural 

evolution in the global economy. 

Table 4. Mapping Berkshire Criteria to Alphabet Evidence 

Berkshire criterion Alphabet evidence Verdict 

Consistent 

profitability 

Revenue CAGR 10.8% (2021-2024); 2024 operating 

margin 32% 
Met 

Ample free cash flow 
FCF $72.8B in 2024; about $269B cumulative over four 

years 
Met 

Wide economic moat 
Dominant information gateway; multi-sided ecosystem 

lock-in [8]-[10] 
Met 

Rational management 
About $233B repurchased in four years; dividend 

initiated 2024 
Met 

Margin of safety 
Forward P/E near 17x, lowest of mega-cap technology 

peers 
Met 

Criteria from [1], [5], [16]; evidence from [13], [14] and Section IV. Note. 

7. Conclusion 

The Berkshire Hathaway investment in Alphabet represents a compelling alignment 

with core value investing tenets—namely, acquisition of high-quality businesses at 

attractive valuations, sustained by durable competitive advantages and robust capital 

allocation discipline. Initiated at approximately $4.3 billion, the position remained stable 

for one reporting period before surging by 204% in the first quarter of 2026, followed by 
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an additional 83% increase in the subsequent quarter. This brought the total stake to 

roughly 106 million shares, with a market value approaching $38 billion—elevating it to 

the third largest holding within Berkshire’s equity portfolio. Quantitatively, Alphabet 

demonstrated exceptional financial resilience: generating $72.8 billion in free cash flow 

during the most recent fiscal year, returning $233 billion to shareholders via dividends 

and share repurchases over the preceding four-year horizon, and trading at a forward 

price-to-earnings ratio of approximately 17—a valuation notably lower than industry 

peers despite superior profitability, scale, and technological infrastructure. These metrics 

collectively signal disciplined capital stewardship, structural pricing power, and 

operational efficiency consistent with long-term intrinsic value creation. Furthermore, the 

investment reflects strategic patience: Berkshire’s incremental accumulation occurred 

amid broad market uncertainty, underscoring confidence in Alphabet’s capacity to 

compound value across economic cycles without reliance on speculative growth 

narratives. 

This analysis adopts an externally oriented, financial and strategic lens—focusing on 

observable outcomes such as capital deployment patterns, valuation metrics, and 

shareholder returns—rather than internal organizational dynamics. Consequently, 

several important mechanism-level dimensions remain outside its scope. Specifically, the 

study does not examine how Alphabet’s proprietary advertising ecosystem, data 

infrastructure, and AI-driven product integration coalesce to reinforce its economic moat; 

nor does it investigate the internal governance practices, incentive structures, or 

leadership continuity mechanisms that enable sustained innovation while preserving 

capital discipline. Equally unaddressed are potential vulnerabilities—including 

regulatory intensification, shifts in consumer privacy norms, competitive disruption in 

cloud or AI infrastructure, or internal cultural drift—that could erode the very 

foundations supporting current valuation premiums. These omissions define the 

conceptual boundaries of the present work and constitute the central focus of the 

companion paper, which will employ qualitative process tracing and internal capability 

mapping to explore how enduring competitive advantage is institutionally constructed, 

maintained, and potentially undermined over time. 
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