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"Casual Friday" Commentary

Casual Friday: Earnings Wrap, Intel's Moat + "Berkshire Jeopardy" – April 26th, 2019
Earnings Season:
By and large, companies in the Berkshire Portfolio are reporting solid earnings, and price reactions
have been favorable. Consumer related companies, which were a drag on performance in 2018, are
rebounding sharply. Kimberly Clarke (KMB) and Coca Cola (KO) reported solid advances in unit
volumes and importantly, they demonstrated solid pricing power as input costs continue to challenge
the bottom line. Proctor & Gamble (PG) was down after reporting solid numbers, but that is
understandable given the huge run the stock had from the end of 2018.
Large holdings, such as JP Morgan (JPM), Lockheed Martin (LMT), Honeywell (HON), Microsoft
(MSFT) are also performing well – good for our portfolio – but also a good indicator for the whole
economy given their bellwether status.
Intel (INTC) a long term holding is down sharply this morning as the company issued below
consensus guidance. While the street (often) focuses on cyclical issues, the secular advantage Intel
enjoys is truly remarkable. New technology paradigms, declining price of computing power, new
competitors, high capital spending requirements, recessions… are just a few of the threats Intel has
faced since it went public in 1968. Perhaps most impressive is how Intel has maintained high gross
margins and cash flow margin - even as many products in the chip space get commoditized. It
shows Intel can deliver innovation and pricing power from the $13 billion in annual R&D. Despite high
annual capital expenditures, free cash flow margins are over 20% - which outpaces many smaller
rivals who lack scale, and is quite attractive vs. many other industrial companies. Intel’s free cash
flow covers the dividend over 2.5 times. Many companies and analysts talk about “moat” and
“competitive advantage” but the durability of Intel’s is one that has stood the test of time and we
continue to believe this "moat" remains intact.
“Berkshire Jeopardy”
The incredible Jeopardy streak for James Holzhauer continues!
He’s won 16 episodes straight and well over $1MM in earnings…
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Dividend Highlights
•

Advisors – Do you think you have what it takes to challenge Holzhauer on Berkshire Stocks?!
- Berkshire Stocks for $100 – Primary financier to early development of U.S. railroads, this financial
institution has become the largest of its kind in the U.S.
- Berkshire Stocks for $200 – Founded in 1975, this technology company first topped sales of
$1MM in 1978 and is now one of the top patent holders in the U.S.
- Berkshire Stocks for $300 – A globally recognized brand, this company was the first to sponsor
the Olympics in 1928 and remains the longest continuous sponsor of the Olympic Games.

•

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.

- Berkshire Stocks for $400 – Paying shareholders a dividend since 1891, this company is now
on a streak of increasing payouts for 63 consecutive years.
- Berkshire Stocks for $500 – With more than 130 years of industrial innovation in the U.S., this
Charlotte based company’s instruments helped U.S. astronauts Neil Armstrong and Edwin "Buzz"
Aldrin land on the moon.
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Berkshire Dividend Strategy

- Berkshire Stocks Final Jeopardy – Contrary to how most identify with the company today, it invented: Nerf balls, Care
Bears, Paint-by-Numbers, the Betty Crocker Easy Bake Oven and even a submarine which trolled the North Atlantic looking for
remains of the Titanic.
Reply to this email with your ticker symbol responses…we will send you the correct “questions!”
Good luck!
Gerry
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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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