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"Casual Friday" Commentary

Casual Friday: New Purchase + Payphone Line At The Masters? – April 6th, 2018
Growth stocks have come under attack (Facebook privacy scandal, anti- Amazon tweets) and
potential for trade wars are creating ongoing volatility. Our view? Attractive entry points are created
for equity income investors, because we do not believe these events will materially alter the secular
growth path of earnings. For now, estimates are holding up and earning season will begin in earnest
next week.
New Purchase - Quality Goes On Sale:
Consistent with our comments above, we used the latest bout of volatility to reduce accumulated
cash and initiate a position in Schlumberger (SLB).
Rationale for Purchase:
• Global, diversified, high quality oil service provider poised to benefit from synchronized global
recovery and rationalization of crude oil supply/demand dynamics.
• Attractive dividend yield – recently as high as 3.1%.
• Dividend commitment well covered by operating cash flow.
• Solid balance sheet: debt is modest (26% of capital) and EBITDA covers current interest expense
by a factor of 12.
• Its global scale, technology advantages and intangibles affords it comparatively high return on
capital vs. peers.
• Attractive entry point
o Energy industry has recently gone through a painful recession and earnings are
recovering, yet prices have lagged proportionately.
o SLB’s share price has declined from a 2014 peak of $118.30 and from a more recent,
pre-correction high of $80.
Dividend growth on hold, but poised to grow going forward?
We believe so - in time. SLB’s management is balanced in how it returns excess cash to
shareholders, and is opportunistic when choosing between: share repurchase, acquisitions, shoring
up its balance sheet and increasing the dividend. Past moves show above average discipline.
SLB’s dividend increases can be “lumpy” but as the chart below shows, attractive. During
prosperous times like the 2010-2015 period, the dividend increased from $.21 cents, to $.50 cents
where it stands today. The industry went through a bad recession in 2015, SLB weathered the storm
and maintained the dividend at current levels so current payout ratio appears elevated. Dividend
increases have been on hiatus of late, but may be poised to resume as earnings rebound. Some
Wall Street analysts surveyed via Bloomberg have modest increases occurring at some point in 2018
and 2019 as earnings recover to above the $3 range by 2019. Meanwhile, we are happy collecting
a 3% dividend and potential for appreciation in synch with a global recovery. The chart below shows
the dividend path relative to earnings, which underpins our thesis:
Schlumberger (SLB) – Dividends per Share and EPS
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Quarter End Update:
Q1 18’ was highlighted with strong dividend growth in the portfolio (ABBV, CSCO, INTC, NSC all
reporting double digit dividend growth)
Dividend Growth Scorecard 3.31.18
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

"Payphone Line" at The Masters?...
Cell phones are banned, so the pay phone becomes a hot commodity!
Plus 33 other incredibly interesting facts about the Masters:
http://www.businessinsider.com/things-you-never-knew-about-the-masters-2017-4
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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:
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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