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Practice Management Insights

Advisors and Warren Buffett: More in Common Than You Think?
The HBO documentary “Becoming Warren Buffett” is worth viewing.
http://www.hbo.com/documentaries/becoming-warren-buffett
The film goes beyond stocks stories, history and philosophy and focuses on the personal
relationships, daily life and mindset of one of the world's richest men. Interviews with his children,
spouses, and his friend Bill Gates offer many new insights - some of which are endearing, and
some are not. But all of it felt highly relevant, and it got us thinking about how Buffett’s mindset
and formula can be used to create opportunity in advisor practices.
We want to highlight 6 concepts in particular:
Focus
WB: During an interview, Buffett and Gates were asked to write down their number one key to
success. They both instantly wrote down the word FOCUS. Buffett felt early in his career, he was
best off doing only one thing – compounding money.
Advisor Application: Advisors are pulled in many directions, and there will always be more
opportunities than time. We find successful advisors tend to narrow the scope of their practice to
client areas they can excel at, and prioritize tasks that really move the needle.
Lifelong Learning
WB: Buffett is famous for saying he reads nearly 6 hours a day (or more). He and his partner
Charlie Munger are self-described learning machines: They’ve “learned how to learn”. Like
investment compounding, knowledge eventually compounds exponentially.
Advisor Application: Commit to not only gathering assets and making good investment decisions,
but developing some specialized expertise - something you are known for and can monetize. Don’t
bring an expert to your next seminar – BE the expert. Good advisors tend to stay on top of
developments in all the key practitioner areas. In our experience, the most successful advisors go a
step further and study the industry: trends, new opportunities and innovative ways of reshape a
practice. You develop a “sixth sense” and will always be a leader.
Compounding
WB: Buffett talks about compounding and the role of patience. Time is on the side of the business
that compounds cash flow year after year- the math gets staggering. In many ways, Buffett
attributes his success to simply staying in the game long enough.
Advisor Application: Keeping clients on course so they can benefit from compounding is possibly
the most important role of an advisor. Exotic investments, chasing performance or making
changes for changes' sake are typically a recipe for poor performance and unhappy clients. A
well-constructed investment plan will grow and compound over time. The same holds true for
advisor practices – let the assets do the work.
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“Fat Pitch” / Sphere of Competence
WB: Buffett reminds us that, unlike baseball (where not swinging can make you strike out), there is
no penalty in his business for not taking action. He credits much of his success for all the things he
did NOT do.
Advisor Application: Advisors too benefit by keeping the scope of their practice manageable,
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especially when it comes to client acquisition. You don’t
have to chase every client who will say “yes.” Be patient
and don’t try to be all things to all people. Fire clients who
don’t take your advice, they are silent killers in your
practice.
Philanthropy
WB: Buffett chose not to give away money early in his life,
because he felt he could give more later by compounding
his investment in Berkshire – a very good decision.
Advisor Application: It’s amazing what you get when you
give back. Many thriving advisors demonstrate value and
their personal character by getting involved in
philanthropic causes and making a difference. Genuine
passion for cause is not only the right thing to do, but
provides a superior access vehicle to many target clients.
Personal Relationships/Working with Others
WB: Buffett talked about the need to treat employees and
shareholders like partners. Many have been around him
for decades. He limits his sphere of people with access
and surrounds himself with nothing but the absolute best
people.
Advisor Application: The people you work with and for
are more than fact sheets and financial plans. Get to know
their motivations and history, and treat them like partners
in your business venture. Like Buffett, stick to people you
know, respect and trust to shape your practice.

Buffett is famous for saying, "it takes a lifetime to build a
reputation, but only a second to lose it." The application
for this advice is as obvious as it is universal. We can think
of no better way to summarize the attitude of the
successful advisors we work with.
For more information on Berkshire Dividend Growth
Strategy, please contact us.
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Berkshire Asset Management, LLC claims compliance with the Global Investment
Performance Standards (GIPS®). Berkshire Asset Management is a fee-based,
SEC registered advisory firm serving the portfolio management needs of institutional
and high-net worth clients. The Dividend Growth Composite contains portfolios
invested in Berkshire’s Dividend Growth Strategy with an equity allocation target of
90% - 100%. The Dividend Growth Strategy’s primary objective is to generate a
growing stream of equity income by investing in a diversified portfolio of equities
with stable, high, and growing dividends. The benchmark is the S&P 500 Index.
The index returns are provided to represent the investment environment existing
during the time periods shown. For comparison purposes, the index is fully
invested, does not include any trading costs, management fees, or other costs, and
the reinvestment of dividends and other distributions is assumed. An investor
cannot invest directly in an index. Gross returns are presented before management
and other fees but after all trading expenses. Net returns are calculated by
deducting actual management fees from gross returns. Returns reflect the
reinvestment of dividends and other earnings. Valuations are computed and
performance is reported in U.S. dollars. To receive a complete list of composite
descriptions and/or a compliant presentation, contact Jason Reilly, CFP® Tel: 570825-2600 or info@berkshiream.com. Past performance does not guarantee future
results.
Definitions: The S & P 500 Index is a market capitalization weighted index of the
largest 500 U.S. stocks. It is a market-value weighted index (stock price times # of
shares outstanding), with each stock’s weight in the index proportionate to its
market value. The index is designed to measure changes in the economy and is
representative of most major industries. You cannot invest directly in an index. Beta
is a measure of volatility vs. an index. Upside/Downside capture ratios refer to a
portfolios performance as a percentage of either positive returns (upside) or
negative returns (downside) vs. an index. Standard Deviation is a measure of total
risk. Alpha, Beta and capture ratios are represented as calculated by Morningstar.

Risks: Past performance does not guarantee future results. All investing carries risk
including risk of principal or income loss. Dividends are subject to change, are not
guaranteed, and may be cut. Investing based on dividends alone may not be
favorable as it does not include all material risks. There is no guarantee any stated
(or implied) portfolio or performance objective mentioned by Berkshire can be met.
Berkshire’s equity style may focus its investments in certain sectors or industries,
thereby increasing potential volatility relative to other strategies or indices.
Market Commentary, Aggregate Holdings, Securities, Sectors, Portfolio
Characteristics Mentioned: No statement made in this presentation shall construe
investment advice. This presentation is for informational purposes only. Views,
comments or research mentioned is not intended to be a forecast of future events.
The mention of any security or sector is not deemed as a recommendation to buy
or sell. Any reference to any security or sector is used to explain the portfolio
manager’s rationale for portfolio decisions or philosophy. Research or financial
statistics cited regarding securities or sectors do not contain all material information
about them. Any securities mentioned represent a partial list of holdings whereas
Berkshire portfolios typically contain approximately 30-40 securities in percentage
weightings ranging from 1-5%. A complete list of holdings from a representative
account is available upon request. Overall portfolio characteristics mentioned are
from a representative account deemed representative of the strategy; data may be
compiled from Bloomberg, Baseline or Berkshire estimates. Individual holdings,
performance and aggregate characteristics of actual portfolios may vary based on a
variety of factors including market conditions, timing of client cash flows and
manager discretion. This presentation contains Berkshire opinions and use of
Berkshire estimates which are subject to change at any time. Berkshire employees
may have personal positions in any securities or sectors mentioned. Charts,
presentations or articles may be obtained from third parties and Berkshire does not
guarantee their accuracy.
*Platform restrictions may apply. Preliminary returns are based on composite
estimates only. Individual accounts will vary.
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