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Casual Friday: Hard Questions... No Easy Answers– March 4th, 2022 

Good morning, 
An advisor asked me (prompted from a handful of client conversations he had this week) -- “What if 
we go into World War 3?” 
My response: “What if we don’t?” 
  
I in no way intended to be abrupt or dismissive -- the thought is weighing on all of our minds... but I 
did want to make a point. What’s happening in Europe is terrible. Risks are HIGH. The outright loss, 
utter disruption and shattering of human life is heart breaking. It also makes me grateful for all we 
have, right here right now in what appears to be the most secure land.   
  
Still, we need to provide some sort of guidance... Unfortunately, there is no clear investment play 
book, magic phrase or mechanical relationships to work from for the type of scenario we fear. The 
Russia/Ukraine crisis is yet another cross current in a massive sea of data points. 
  
“Tell me what’s obvious now? Is it obvious the conflict is going to escalate into an all-out war?  Or is it 
obvious the conflict will be less intense than expected because the Russian Army is large but appears 
somewhat disorganized/unmotivated?  The Ukrainian resistance is inflicting a harsher bite than 
expected. And the world is choking a good portion of Putin’s financial war chest.” Check out this great 
article showing how Russia has billions of currency reserves but...  They placed many of them in 
Foreign Central banks and are now frozen. So, the financial ammo to defend the ruble (and other 
things) is now feckless: 
 
To Punish Putin for Russia The World Weaponized Finance 
  
“Is it worth totally disrupting a client’s financial plan - loss of income, potential cap gains taxes, not 
meeting long term growth goals by going to cash at the wrong time for something that MIGHT 
happen?”, I asked.   A short-term measurement of course, but those who sold equites upon invasion 
are likely a few hundred basis points behind. Timing investments on these macro calls is a tricky 
business to say the least. 
  
Rather than actually discussing outright abandonment of equities, I offered a different approach: 

• Make sure clients EXPECT yes, EXPECT shocks to the system that result in large equity draw 
downs. Commitments to tactically rebalance based on big shifts and opportunity? Yes. Telling 
them you will avoid crashes all together? May get you fired… 

• Ensure portfolios match risk appetite -- revisit often. Ask how they feel about potential one-year 
worst case scenarios – run 40%, 30%, 20% down markets in real life dollars. Keep allocating 
more bonds/alternatives until you get to a number they can live with. This way when it 
happens, they will have a good sense of what to expect. 
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• We said it last week “You can't avoid these shocks, own assets that provide durability through 
theme". Berkshire hopes a bias towards “quality” contributes to solid down capture in volatile 
markets...  if an equity manager can run down captures of 70-80% paired with fixed income, 
clients may be less likely to hit the panic button. 

  
Unfortunately, the only way “out” is “through” as the saying goes. 
  
 
Client Help Thy Self – A Quick Practice Management Rant 
I don’t shy from criticizing unproductive approaches by clients, advisors and yes managers (present 
company included). Ours is a tough business. We all make mistakes. 
 
Lately, I’ve clamored how clients really SHOULD consolidate assets to one primary advisor (and hey, 
why not YOU?). Clients want and expect good results. But advisors are challenged and can't deliver 
good advice in a vacuum. Can advisors offer comprehensive approaches when client assets are 
spread out amidst multiple advisors? Can they be opportunistic? (You’re selling and the other advisor 
is buying?) At worst, it probably leads to myopic or ad hoc decisions on their part.   
 
Perhaps a stretch on the analogy, but imagine a patient goes to a nephrologist, yet the patient 
won't give a full medical history. Doctor decides to remove left kidney not knowing anything about 
the right. Right kidney was in far worse shape... Sounds like a malpractice case. 
 
Times like these are opportunities to dig deeper with clients... Make the case for consolidation.  Be on 
the right side of the asset flows 
 
 
Our dividend income and dividend growth may help clients during times of volitity. 
Use page 2 of our dividend scorecard to display this concept: 
Dividend Strategy Scorecard 12.31.2021 
 
Good link on nuances of the Ukrainian conflict -- As usual, its complicated... 
Moring Brew: The digestible Ukraine explainer you’ve been waiting for 
 
 
Peace, 
Gerry 
  

Gerard Mihalick, CFA 
Dividend Strategy Portfolio Manager/Partner 
Berkshire Asset Management, LLC 
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 

https://berkshireasset.com/wp-content/uploads/2022/01/Dividend-Strategy-Scorecard-4Q2021-Advisor-Edition.pdf
https://www.morningbrew.com/daily/stories/2022/02/22/the-digestible-ukraine-explainer-you-ve-been-waiting-for?utm_campaign=mb&utm_medium=newsletter&utm_source=morning_brew&mid=b7f3954cb30be9d6f2d7250d1dbb98de
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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. 


