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"Casual Friday" Commentary

Casual Friday: Spring Edition/Quarter End Preview – March 29th, 2018
Good morning and a happy long weekend. Spring is here (finally!). This means opening day for
baseball (today), the end of March Madness (weekend), the (Masters next weekend), Easter and
Passover. Hopefully the weather where you are matches the calendar.
It's also quarter end for investors...
So here are some macro and Berkshire specific perspectives to get you ready for client meetings.
Stories of Q1 2018…
Markets started out with a bang – strong earnings, prospect of tax reform, and ‘gradual’ rate
increases – a type of Goldilocks scenario lifted stocks to all-time highs.
Mid-February brought the VIX related crack up. We didn’t see how further contagion would evolve
and it appears that specific threat has since subsided:
Casual Friday: The “Vol Of Vol” + Olympian, Advisor Evolution – Feb 9th, 2018
Then the Fed started to sound a bit more hawkish and expectations for 3 rate hikes started to sound
more like 4. Berkshire’s emphasis on dividend growth vs. dividend yield plus convictions in financials,
industrials have historically allowed us to have solid relative performance against other dividend
managers in rising rate environments:
Casual Friday: Dividend Strategies At Rate Inflections – September, 22nd 2017
Now we are experiencing “FANG”/ growth stock issues– a welcomed development for those
defending value stocks. We addressed the last 2 weeks – one from the macro and one from the
micro side of things:
Berkshire – Growth Value and Volatility
Casual Friday: “Priced To Perfection” + Zone Stealing? – March 23rd, 2018
The action in growth stocks is dominating late in the quarter and creating underlying volatility in the
indices. Value has been picking up relative performance.
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Dividend Highlights
•

Our quarter end materials will contain more thoughts on specific stocks, quarterly performance and
updated client material. The portfolio did enjoy attractive dividend increases...
Q1 18’
•
•
•
•
•
•
•

Dividend Increase Recap:
AbbVie (ABBV) - February 15, 2018 – 35% Dividend Increase
Cisco Systems (CSCO) - February 14, 2018 -14% Dividend Increase
Intel (INTC) - January 25, 2018 – 10% Dividend Increase
Kimberly-Clark (KMB) – January 23, 2018 – 3.1% Dividend Increase
Norfolk Southern Corporation (NSC) – January 23, 2018 – 18% Dividend Increase
PPL Corporation (PPL) – February 22, 2018 – 3.8% Dividend Increase
Qualcomm Incorporated (QCOM) – March 8, 2018 – 9% Dividend Increase

•

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.

Other Berkshire Observations/Positive Developments:
• Current Yield 3% - Strategy recorded strong dividend growth in q1 18’
• Buybacks - 150Billion+ in buyback commitments from companies in Berkshire portfolio over
the past year.
• Tax Reform Impact – Creating strong additional cash flows – Continued tailwind for dividend
increases and buybacks
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

•
•
•

Fundamentals Are Strong - S&P 500 earnings estimates up 15-20% for 2018 - Global recover underway
Value Stocks vs Growth Stocks – Most attractive relative valuation since 98 - 99’
Berkshire strategy weighted average valuation @ 15x Forward P/E

Did Anyone go "Long Eggs"?
Apparently egg prices doubled in the last month - just in time for Easter. Who knew?
http://www.businessinsider.com/egg-prices-are-enjoying-a-cracking-rally-ahead-of-easter-2018-3?r=UK&IR=T
Happy Easter and Passover!
Give us call/ email with questions or comments.
Regards,
- Gerry
Contact Berkshire:
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 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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