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"Casual Friday" Commentary

Casual Friday: Brush Fires + Your Advisor Super Power? - Oct 26th, 2018
Good Morning,
…a lot of news impacting equities this morning – both ways.
Alphabet and Amazon earnings seem to be creating downward pressure. A better than expected
GDP (+3.5% vs. 3.3% expecting) is giving futures some relief as of this writing.
The Bigger Picture?
• We don't believe recent string of events is not something cataclysmic for equity markets.
• Economy & Earnings?
o GDP this am +3.5% (healthy)
o Inflation remains tame
o S&P 500 eps growth estimates (Bloomberg Intelligence) + 16% next year
o Core earnings (ie: an earnings estimates that strips out recent tax reform) estimated at
+12% - (both very solid)
• Valuations - Berkshire portfolio now estimated at 13.5x next year's eps, 3.15% current yield
The recent spate of volatility is more akin to a string of manageable “brush fires” and the market is
simply consolidating some heady gains over the past few years. And as emotions take over, it is
once again creating an attractive entry point for long term investors. We do not agree with the market
narrative which seems to think the sell-off in tech stocks is a health indicator of the overall market (This is what happens when sectors/certain stocks get priced for perfection) – there was no room
for error.
We’ve long been proponents that investors should focus on “investing for cash flow”, demonstrating
how rising dividends can help immunize a client's future liabilities. But we’ve also been proponents
of reminding clients that volatility is “part of the deal” and corrections happen virtually every year. We
stand at the ready to reinforce the concepts that keep clients on track.

Berkshire is a feebased, SEC registered
advisory firm serving the
portfolio management
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income and balanced
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Dividend Highlights
•

What's Your Advisor “Super Power”?
Common advisor refrain: “Clients continue to hammer me on fees"
A world of low cost alternatives and robo-advisors has become a reality for the industry and many
financial advisors are feeling the pressures of fee compression.

So why are some advisors losing this battle why others are thriving?
Those who can't show and prove specific points of differentiation will continue to struggle.
Those with distinct skills and the ability to articulate, quantify and continuously deliver on these skills
will thrive. (and defend pricing)

•

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.

Yet studies continue to show that advisors are not delivering! The majority of advisors still haven't
acquired their super power that leads to premiums in client fees: "Over half of the millionaires
surveyed said they are willing to pay more for an advisor who is able to help them navigate the recent
tax reforms, while also minimizing their tax bill.": https://www.financial-planning.com/news/financialadvisors-arent-talking-to-clients-about-tax-reform
Superman could fly, the Hulk had strength, and Destiny had “precognition” (wouldn’t that be great
for advisors and managers!) What super power will you acquire that will make you a super hero for
your clients?
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Berkshire may make information of third parties available via website links. The Third Party Content is not created or endorsed by Berkshire nor any business offering products or
services through it. The delivery of Third Party Content is for general informational purposes only and does not constitute a recommendation or solicitation to purchase or sell any
security or make any other type of investment or investment decision. In addition, the Third Party Content is not intended to provide tax, legal or investment advice. The Third Party
Content provided to is obtained from sources believed to be reliable and that no guarantees are made by Berkshire or the providers of the Third Party Content as to its accuracy,
completeness, timeliness.
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.
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.
Russell 1000 Growth Index measures the performance of those Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values. The index was
developed with a base value of 200 as of August 31, 1992. Russell 1000 Value Index measures the performance of those Russell 1000 companies with lower price-to-book ratios
and lower forecasted growth values. The index was developed with a base value of 200 as of August 31, 1992. You cannot invest directly in an index. BEst (Bloomberg Estimates)
Earnings Per Share (EPS Adjusted) estimate returns Earnings Per Share from Continuing Operations, which may exclude the effects of one-time and extraordinary gains/losses. 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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