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"Casual Friday" Commentary

Casual Friday: "Tax Reform Impact On Berkshire Dividend Growth?" – January 26th, 2018
Client question: How Will Tax Reform Impact the Market?
• Corporate tax rates move lower – Current maximum effective tax 35% moves to 21%
• Analysts estimate potential S&P 500 earnings boost of roughly $8
• Tax impact may not be fully included in future analyst guidance
How will the tax bill impact Berkshire companies and dividend growth?
• On a weighted average, Berkshire companies (Q3 17’) paid an effective tax rate of 28.63%*
• Roughly 10% higher than S&P's weighted average of 26.38%* (*source Bloomberg Professional)
• Our companies may benefit disproportionately from lower tax rates, especially financials
• List of Berkshire's Current Effective Company Tax Rates
While exact impact on dividend growth is difficult to quantify, we see the added cash flow as an
additional tailwind for an already solid performing portfolio. Valuations remain reasonable. Add-in tax
reform, increasing earnings momentum and management predisposition for healthy dividend growth
- we feel our companies are poised well for the upcoming year.
What Company CEO's Have Been Saying About Tax Reform?:
“A significant positive outcome for the country. U.S. companies will be more competitive globally,
which will ultimately benefit all Americans," Dimon added. "The cumulative effect of retained and
reinvested capital in the U.S. will help grow the economy, ultimately growing jobs and wages.“ –
Jamie Dimon (JPMorgan Chase)
"The tax act is a huge factor in valuation. You had this major change in the silent stock holder in
American business who has been content with 35 percent ... and now instead of getting 35 percent
interest in the earnings they get a 21 percent and that makes the remaining stock more valuable.” –
Warren Buffett
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Dividend Highlights
•

Year End Advisor Supplemental Package:
How do we help our advisors have better conversations with their clients? Quarterly, we develop our
Supplemental deck to answer very specific questions your clients are asking you...
Dividend Strategy Advisor Supplemental 12.31.17

Included in this supplemental guide:
•
•
•
•
•
•
•

Why Dividend Growth Investing?
What Companies Raised Dividends?
Is the Market Overvalued?
Allocation Decisions: Growth vs Value?
Can you find “Growth Hiding in Value”?
Higher Rates…Good or Bad for Equities?
Client Planning Opportunities in Tax Reform?

•

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.
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value as reported by Morningstar. Not intended for distribution to the general public

Berkshire Dividend Strategy
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.

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

