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Casual Friday: New Purchase + "What Does Capitulation Look Like" – May 13th 2022
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Sold Spin Off Company: Warner Bros. Discovery (WBD)
•

No Dividend
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Aggressive dividend increases the past 3-5 years
Room for payout ratio to expand. DE is targeting 25-30% div payout ratio; currently 19%
“A” rated balance sheet
Farm fleet is relatively old: replacements needed
Soaring agriculture prices are causing a new cap ex spending cycle
Farming is going high tech with increased use of “precision farming”
While cyclical, free cash flow margins are attractive with the opportunity to increase margins
long term

Recent Advisor question: “What does capitulation look like?”
Near term it probably looks a lot like what we are seeing now. Bond yields dropping… VIX
spiking...fear greed at extreme levels…a flight to defensive holdings like utilities, pharma and food.
Importantly the equity market onslaught has methodically and viciously worked itself up the quality
spectrum. Robin Hood stocks, emerging “disruption” stocks, fringe crypto stocks were all early and
dare we say predictable causalities symbolic of rampant, irrational speculation.
Speaking of crypto, after 35 new cryptos were introduced in one week (December) we sarcastically
asked “Gee what could go wrong there.” And this week showed? Plenty! Even amore traditional
crypto plays (which seems like an oxymoron) showed how badly things can go awry. When the
Staples center renamed itself Crypto.com Arena, we commented around the office “surely this must
be the end.” Don’t even get us started on the Matt Damon’s creepy Super Bowl crypto ad. It’s all
irresponsible, reckless and sadly, quite predictable.
Many of these speculative favorites took hits to the tune of 50-70%. More recently the routs in Tesla,
Netflix Facebook and Amazon made it clear the rout was going mainstream. But now Microsoft and
Apple are taking a good beating? That’s probably a sign we are getting closer to a near term bottom.
A global reset of valuations? You bet. Growth stocks have compressed from 30-20 times EPS, and
the S&P has dropped from 23-16 times forward earnings.
In most cases, this is a healthy reset that needed to happen. It sets the stage for (potentially) better
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returns from here. But it also shows the value of advisors and managers bring with: planning, cash
flow, real analysis and downside protection and COMMON SENSE…just to name a few.
The advisor who asked this question also was quick to point out “Our clients have been here before.
They know this is the natural cycle of things. Not every strategy works all the time. But clients know
their overall plan is still on track and how and the reasons we hired each manager.”
So here is to you sticking with the tried and true and hopefully building sensible portfolios you can be
proud of.
Have we hit bottom? Well, there aren’t too many trees left for sellers to chop down. And while
valuation is not a timing tool, stocks are starting to look pretty attractive once more.

"LUNATICS"
(April 19th) Bloomberg published a great article detailing the rise of LUNA Crypto and it's founder Do
Kwon -- "Do Kwon is counting on the oldest cryptocurrency as a backstop for his stablecoin, which
some critics liken to a ginormous Ponzi scheme." -- A few weeks later, LUNA is worthless, wiping out
roughly 40Billion in market cap.
https://www.bloomberg.com/news/features/2022-04-19/terraform-s-do-kwon-s-huge-bitcoin-buyscatch-crypto-billionaires-attention

Have a great weekend!
Regards,
Gerry
Gerard Mihalick, CFA
Dividend Strategy Portfolio Manager/Partner
Berkshire Asset Management, LLC
Office (570) 825 - 2600
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Content provided to is obtained from sources believed to be reliable and that no guarantees are made by Berkshire or the providers of the ThirdParty 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
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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.

