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Casual Friday: "Macro" Vs. The Income Oriented Practice – August 20th, 2021 
 
Equity markets seem to be wrapping up a volatile week... Delta variant, the Fed, valuations 
and jobs data all hit the tape giving pause to the "risk on" theme. The week is a reminder of 
the constant in stock markets -- Investors always try to compile economic cross currents and 
surmise "which way is the market going"? Timing the markets based on macro themes is 
an incredibly challenging business, one that most do not consistently get right. This year 
again has proven market timing based on these factors is really, really difficult... We've heard 
the same question echo all year: "When is the correction coming"? Our response: "At some 
point." For those sitting the sidelines or under allocated to equities, they've likely missed out 
on the 17ish % return YTD in US Large Cap indices. (Source: Bloomberg) 
  
So how should advisors handle the constant barrage of these types of questions? To be 
credible you'll need an educated view of the economy, valuations, and share opinions with 
clients -- Obvious.  But instead of getting in to the "macro" ping pong match, the discussion 
could instead heavily focus on long term objectives and aligning strategies to satisfy income 
needs. We've seen some extremely successful advisors who became that way by making 
dividend / income investing their core offering to clients. They've recognized a key theme to 
help build their practice -- Most clients are likely investing to generate income (maybe 
now or maybe later). So why not align conversations, planning, portfolios, performance 
measurement and reviews around income?  A systemic difference to the traditional, 
"here's how we did against the S&P 500 this quarter" or "I think we should raise cash based 
on..." type practice.  
  
Steps to Refocus the Client Conversation 

• Reminding clients about alignment of investment goals? 
o We'd argue 90% of investors are seeking income and growth of income now or at 

some point in the future. This will come organically through your planning 
process.  So, design portfolios that match objectives with income goals and de-
emphasize past total return - Clients identify with the thought process 

  
• Redefining the benchmark during ongoing client meetings?  

o Move from "did we beat the S&P?" to "Is my income plan on track" 
o We know as advisors we're not always going to beat the market, so why 

benchmark your client accounts this way? 
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• Consistently expressing the potential growth of income? 
o Show clients dividend increases and growth of income over time: 

 Dividend Scorecard 6.30.2021 
  

• Specific talking points on the power of dividend investing? 
o https://www.visualcapitalist.com/power-dividend-investing/  

 
Dividend Analogies 
Along the way, clients might appreciate analogies and simplification 
 
“Commercial Apartment Building” 

• “Tenants” are high quality US companies (ie. MSFT, CSCO, AMGN). 
• Owner “rent” is based on a growing share of “tenant” earnings (dividends). If the “rent” 

is being collected and growing every year to meet your income goals, should you really 
be too worried about how much the underlying building is worth day to day or month to 
month? 

  
“Income While You Sleep” 

• Instead of stressing over market values, remind clients that a dividend portfolio is likely 
growing cash flow even while they sleep 

• Take the annual portfolio income and divide it by 365 days in the year 
• Example: 2MM portfolio, generating 3.25% annually / 365 = $178 Daily 

 
 
One of the biggest benefits of a simplified "meet the income liability approach" - it makes for a 
very efficient practice without a lot of moving parts or exhausting conversation about market 
direction, in our opinion. Throw in technology, remote access and dividend investing sets the 
stage for a perfect lifestyle practice. See you on the beach: 
https://www.barrons.com/advisor/articles/lifestyle-practice-financial-advisor-
51628872360?mod=hp_ADVISOR&mod=djem_WealthJournal 
 
 
Broadway's Back. Can it Stay Open?  
https://www.bloomberg.com/news/articles/2021-08-03/broadway-is-coming-back-in-
september-but-can-it-stay-open 
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Berkshire Dividend Growth SMA is available through various custodians, broker-dealers and UMA providers. This commentary is Intended for 
Institutional and advisor use only. This commentary 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. 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. Copyright © 2021 Berkshire Asset Management, LLC, All rights reserved. 


