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"Casual Friday" Commentary

Casual Friday: Dividend Strategies At Rate Inflections + 'Google' Named From A Typo?
Advisor question: “Can you show how Berkshire Dividend Growth Strategy performed during the
last few periods of rising interest rates”? Clients also read the headlines and inevitably ask: “How
might higher rates affect my dividend portfolio?”
Our view? Depending on the composition of dividend stock holdings, higher rates can produce vastly
different outcomes. We believe our focus on dividend growth and owning securities which may
benefit from higher rates can give us an edge against competing strategies.
First, we reviewed the past 5 years and identified three distinct periods where 10 year Treasury rates
made a significant move higher (75 bps or more).
May 1st 2013 – December 31st 2013
10 Yr. Treasury moves from 1.60% to 3.00%
*Berkshire Performance: +13.52%
January 30th 2015 – June 10th 2015
10 Yr. Treasury moves from 1.65% to 2.50%
*Berkshire Performance: +6.34%
July 8th 2016 – March 13th 2017
10 Yr. Treasury moves from 1.38% to 2.60%
*Berkshire Performance: +9.92%
Next, we created graphs plotting an index of our portfolio vs. the U.S. 10 year treasury. The charts
provide a good look at how our portfolio tracked key rate inflection points listed above:
Performance Charts: Berkshire Dividend vs 10 Yr Treasury Yield
Third, we calculated Berkshire’s correlation w/ Bloomberg Barclays US Agg 7-10 Year Total Return
Value**:
YTD Correlation*** (-.39)
5yr Correlation*** (-.23)
Basic interpretation?
When rates are up and fixed income total return is down Berkshire has performed positively.
(Of course every cycle will be different and past performance is not a guarantee of future returns)
Qualitative explanation behind this relationship:
• Focus on dividend growth over dividend yield
• Overweight in financials
• Avoidance/underweight sectors like ultilites and telecom.
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Dividend Highlights
•

•

Dividend growth can
often
provide
transparent insight
into a company’s
fundamentals and
vitality.
Dividend growth can
provide an attractive
stream of increasing
cash flow to satisfy
many
financial
objectives.

Utilities may be particularly vulnerable in a rising interest rate environment while financials may benefit.
Higher Rates…Good or Bad for Equities?
Was the name Google created by a typo?
Here's what 24 of the most popular brand names really mean:
http://www.businessinsider.com/what-brand-names-mean-2017-4/#pepsi-was-named-after-themedical-term-for-indigestion-1
All content in communication is intended for institutional/advisor use only. Any and all performance results in communication are based on peer group in large-cap
value as reported by Morningstar. Not intended for distribution to the general public

Berkshire Dividend Strategy

Popular last week: Growth vs. Value chart showing big
valuation gap forming…reminiscent of 99’?
Casual Friday: Back To Business + Growth/Value
Inflection? – September, 15th 2017
Give us call to discuss and have a great weekend
-Gerry
Contact Us:
Gerard Mihalick, CFA, Portfolio Manager,
gmihalick@berkshiream.com or (570) 825-2600
Jason Reilly, CFP®, VP Advisor Distribution,
jason@berkshiream.com or (570) 825-2600

*Berkshire performance is measured from a model acct index only. This performance
measurement can vary from actual results. Individual account performance will vary.
Past performance does not guarantee future results.
**The Bloomberg Barclays US Aggregate Bond Index is a broad-based benchmark
that measures the investment grade, US dollar-denominated, fixed-rate taxable bond
market. The index includes Treasuries, government-related and corporate securities,
MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS and CMBS (agency
and non-agency).
***Bloomberg Definition: Correlation is defined as the degree to which the fluctuations
of one variable are similar to those of another.
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: 570-825-2600 or info@berkshiream.com. Past performance
does not guarantee future results.
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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