Berkshire Dividend Strategy

Casual Friday: 15 Trillion and Counting + "Finding the Alpha?" – August 9th, 2019
Stock volatility, inverted yield curves, trade issues, a big oil sell off and currency manipulation all hit
the CNBC news feed this week. What continues to be a growing and fascinating discussion is the
vast amount of negative yielding debt throughout the world. There's now $15 trillion in negative
yielding debt globally: CNC Negative Yielding Debt Article - Add the interest rate narrative to our
aging demographic in the U.S. (one that controls significant wealth and needs income) and we can
make the long term case for higher equity valuations particularly in dividend paying stocks.
Advisor question - “How do I build the case for active management with clients?”
Active vs passive has been a heated debated for years. Countless studies have been done with
varying degrees of conviction for both styles...
We tend to see two separate issues stemming from this discussion:
• The debate has led to client benchmark obsession and has skewed their investing goals
• Investors measure short term active management performance rather than factors leading
to longer term alpha
So how do advisors build the case for active management?
In the first case, most advisors are in tune with goals based planning for clients. When done right,
advisors can refocus clients on what matters most. ie satisfying long term cash flow needs in
retirement--not "did I beat the market this quarter." This creates more patience with clients and
allows for potential long term alpha of active management to play out.
In the second case, the question is "how do I identify active managers that can add value over time
and articulate these points to clients?" Hint: It's not screening for managers who beat the index last
year. A couple of years back we came across a Dodge & Cox paper “Understanding the Case for
Active Management”. The study shares the common traits and factors of active managers who add
long term alpha to investment portfolios:
•
•
•
•
•
•

High active share
Low fees and expenses
Low turnover
Risk avoidance
Firm-wide focus on a core competency
Close alignment of interests

There's more work involved in assessing managers this way, but if done right can be accretive to
you and your clients. You'll also be able to articulate a compelling story about the manager you are
selecting. In this index obsessed world, this is often used by advisors as a differentiating factor in
practice.
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Dividend Highlights
•

•

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.

Have a great weekend and give us a call with questions!
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
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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. Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment
will either be suitable or profitable for an individual’s investment portfolio. 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. The dividend strategy
may include bundled services also known as a “wrap fee program”. Because there is typically a low turnover in the strategy, this may be more costly for some investors. No one
should assume that any information presented serves as the receipt of, or a substitute for, personalized individual advice from a qualified advisor or any other investment professional.
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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