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DIV'DEND STRATEGY “Casual Friday” Commentary

“Casual Friday: Inflation's Rollover? + LIV Explained”— June 17" 2022

TGICF,

Investors felt pain over the past weeks -- inflation, equities and bonds are all biting. The Fed
meeting was highly anticipated. A 75bps move was the largest in decades. Immediate
gyrations followed, markets appear indecisive. "Hard landing trade" controlled the narrative
yesterday. Interestingly, areas of the market may be telling a different story about

inflation. The TIPS market has been pointing to lower average inflation expectations -- 10 Yr
Average Inflation expectations moved from roughly 3% to 2.60% -- This trend began in mid-
April.
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Other charts are rolling over as well, suggesting peak inflation may be behind us.
It's possible the inflation narrative may fade...
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Hot Rolled Steel — (HRC1 Commodity) is down roughly 50% over the past 9 months

M Last Price 975.00
High on 08/31/21 1945.00
Average 1523.5748
Low on 02/18/22 955.00

-49.87% (-58.20%ann.)

975.00
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Lumber — (LB1 Commodity) - is down roughly 60% over the past 4 months

M Last Price 566.50
High on 02/28/22 1336.70
Average 8417728
Low on 08/19/21 454.20

600

566.50

-57.37% (-86.75%ann.)
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MBA Purchase Index - Home purchases are much lower

M Mid Price 225.00
High on 01/28/22 312.20
Average 266.73
Low on 06/03/22 208.20

27.58% (-45.17%ann.)
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Baltic Exchange Dry Index - Shipping costs are also showing signs of relief

M Last Price 2387.00
High on 10/07/21 5650.00
Average 2995.6387
Low on 01/26/22 1296.00

2387.00
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Next time you order chicken wings -- no more “Market price”???
Wholesale chicken wing prices are rolling over...

Midwest Region, USA Chicken, Wings (Whole) Wholesale Price 165 +0 (0.00%)
Category: Ag Grouping: AMS Chicken Wholesale Prices
Area: Midwest Region, USA Source: USDA

Midwest Region, USA Chicken, Wings (Whole) Wholesale Price

(Source: USDA / Barchart)

More possible good news?

Remember hand sanitizer buying during the pandemic? Everyone rushed to stockpile.
Fearing a similar fate of supply uncertainty, companies we talked to this week did the same
thing — They stock piled inventories. We suspect demand was pulled forward all throughout
the economy... If the "stockpiling"” is through, supply chain will be able catch up, moderating
prices.

Overall net read on this week?

» Fed gained credibility by going 75bps -- Inflation expectations (via tips) are coming
down.
« Indications that commodity prices / inputs are easing
o Prices reflect a ton of bad news
o Berkshire currently trading at 13x BEst EPS with a 2.90% dividend yield
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Recession? Possible, but a reduction of earnings or maybe even stock market losses should
not cause panics. They are normal flows of a business cycle and associated with investing in
stocks. The most important issue or concern during a recession? A credit event that
potentially decimates liquidity in the marketplace. We'd argue liquidity, lending standards and
overall economic health should help us avoid this outcome...

« Banks have only been lending to their best customers

« Banks have exceptional levels of excess capital

« Job market remains very strong, labor shortages at the moment
« Balance sheets have ample amounts of cash

Garden variety recessions, in the past, averaged 32% market draw down in the S&P 500. As
of close 6.16.22, the S&P is down about 23.5% from the high. So, for clients wanting to hit the
"panic button" we offer: IF we go in to a recession, you might miss an additional 10%ish draw
down in equities BUT you'd be selling stocks at prices that generally provide investors with
8% annualized returns over 10yrs, you might have a big capital gains tax and it is

incredibly hard to know when to get back in.

(Source: Bloomberg) Past performance is not indicative of future results.

Long Weekend... Want to get caught up on recent Berkshire practice management /
Implementation ideas?

How to Position Dividend Strategies? - Casual Friday: Long Term “Parking”? + | Don't...
Redefining Manager Comparisons? - “Casual Friday: Redefining Manager Comparisons +
The First Casual Friday”

LIV Explained...
Arguably the most pivotal moment in PGA history, "a new Saudi golf league has the sport
talking about scandal, dishonor and murder."

https://www.wsj.com/articles/liv-us-open-phil-mickelson-saudi-arabia-golf-dustin-johnson-
defect-qualify-11655325805

Have a great long weekend!
Gerry

Gerard Mihalick, CFA
Dividend Strategy Portfolio Manager/Partner


https://berkshireasset.com/wp-content/uploads/2022/06/June-10-Casual-Friday.pdf
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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 2000 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.
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