Berkshire Dividend Strategy

Casual Friday: New Purchase Bristol-Myers (BMY) + Now... "Double Yield" – Aug 23rd, 2019

Berkshire New Portfolio Purchase: Bristol-Myers (NYSE: BMY)
•
•
•
•
•

BMY's recent acquisition of Celgene creates enormous synergies
Valuation was one of the cheapest deals in biotech: 8 times 2021 earnings of roughly
$6.15/share
o Deal should create $45 billion in free cash flow over the next 3 years.
Celgene deal improves both early and late stage pipeline
o Celgene has 5 products that are expected to launch in the next 18 months.
3.5% dividend yield adequately covered by free cash flow
We think the market is overly concerned with debt from Celgene deal
o Bristol expects to pay it down aggressively over 4 years

"Double Yield"
Our Berkshire Dividend Growth Strategy yield is approx 3.15%. An advisor we were speaking to
this week took note and said "that's nearly double the yield of 10yr Treasury."
The interest rate paradigm is indeed remarkable. Negative yielding debt now eclipses $16 trillion.
The S&P 500's dividend yield is now approximately the yield on the 30 year treasury . Investors
continue to flock to safety as recession has become a risk and volatility rises. Money market assets
now approach $3.5 trillion, a level not seen since the middle of 2009. (significant cash on "sideline")
We are sanguine to the risks out there - an inverted yield curve, trade jitters, and what negative
rates might be telling us about the state of the global economy. Broken record: Rates are low, the
US consumer remains strong, and unemployment remains at record low and valuations are
reasonable. World central bankers remain dovish and ready to act.
One strategist at a well-respected research firm voice an opinion: "We are in the bottom of the 9th
inning of the bull market." We would counter it's not the bottom of the 9th inning for most of
your client investment time horizons. Many still need to generate and compound cash flow now
and in the years ahead. We understand why there could be some caution increasing baseline
equity allocations aggressively. Could a correction surface? Of course. But "going to cash" or
buying ultra-low yielding debt doesn't seem attractive either - especially when nothing seems
painfully obvious. Safety is expensive and potentially disruptive to long run financial goals.
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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.

We discussed how advisors can balance these forces by “Grinding Out Returns” in this
commentary: Casual Friday: 15 Trillion and Counting + “Finding the Alpha?” – August 9th, 2019
Casual Friday Bonus: The Morning Ritual of Top Performers:
https://www.businessinsider.com/tim-ferriss-morning-routine-2017-1
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
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
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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