Berkshire Dividend Strategy

Casual Friday: State of the Union + “Stress Tested…”– March 13, 2020
There are no magic words to calm the velocity and indiscriminate nature of this sell off.
Markets over and undershoot fundamentals often - making it really hard to call direction
near term.
As of writing this email, we are moving higher possibly offering support levels for the
market...
For those leveraging our dividend strategy - Thank you for the continued support.
We strongly believe this market is offering a great opportunity for patient, long term
dividend investors.
Berkshire Dividend Strategy - State of the Union
Performance From Peak 2.19.20 – 3.12.20
•
•
•

Dividend Strategy Composite Estimate – 25.30%
RLV – 29.15%
S&P 500 – 26.59%

Source: Bloomberg
Importantly, we think the probability of a major credit event remains low:
•
•
•

National banks have incredibly strong balance sheets
Policy makers around the globe are responding very quickly to ensure liquidity
Fed Stress test Banks in 2019 under assumptions: 10% Unemployment,
Housing Crash, $410 Billion in loan losses (Source)

Unlike 2008, where the system itself had what was akin to a blood cancer, capital
markets remain intact. So far it's just a painful reduction in asset prices.
Not panic selling or having the courage to buy in to this market… The case for owning
stocks:
•
•
•

Cash flow - Berkshire Current Dividend Yield: 3.75% vs .75% on 10yr treasury
Attractive Long-term Valuations - Berkshire P/E < 12
Cheap money, cheap gas, weak dollar, other forms of fiscal stimulus and U.S.
secular growth advantages will act as stimulus

Berkshire Asset Management,
LLC (Berkshire) is a fee based,
SEC registered advisory firm
serving the portfolio management needs of high net worth
and institutional clients. Our
guiding principle is a belief that
success can be achieved by
combining
rigorous,
wellcrafted investment processes
with an exceptional level of
client service and attention to
detail. Asset Management with
a
Difference...
Diligence,
Integrity and Focus. Berkshire
Asset Management, Inc. was
formed in 1986 as a SEC
registered investment adviser.
In 1999 the company was sold
to Legg Mason. In 2007,
senior leadership repurchased
the firm, forming Berkshire
Asset Management, LLC, the
company built to serve you
today.

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.

Source: Bloomberg
COVID-19 pandemic seems more drastic near term than 2008 but at its conclusion we
are convinced we go back to - "business as usual" with only a few long term effects in
certain industries.
Benjamin Graham: “The investor's chief problem – and even his worst enemy – is
likely to be himself.”
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Berkshire Dividend Strategy

Last month we offered an explanation to the physiological aspects of why investors panic sell...
Casual Friday: Predictably Irrational but it’s not their fault – February 7, 2020
Please call our cell phones if we could support in any way:
Jason 570 762 7692
Gerry 570 406 3300
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) 825-260
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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