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The Market Speaks?  

Berkshire is a dyed in the wool, bottom-up stock picking shop. We generally eschew "macro". 

But the market does speak. It has a voice and it's important to discern what it's saying. “We 

got this…sorta.”  In many ways the recent equity market stabilization and decline in rates is 

welcomed. “We’ve got inflation under control” -- A deeper look may be slightly more 

concerning. Is the recession trade “on”? Feels like it. Bond yields are falling fast, growth 

stocks are rallying, and so are defensive sectors like health care, utilities and 

REITS. Commodity prices are getting pounded. Whew. What a ride!  And this week Jay 

Powell says the poison he will pick is…recession. Before everyone freaks out, we ask the 

following questions. What if a recession is already priced in? We’ve had a huge decline 

already. What if we go into recession but it's milder than people expect. It's possible. What if 

we have a recession but no credit cycle unfolds? Bank underwriting and reserves 

appear solid. So, while the media freaks out and tosses the word “recession" around, second 

and third level thinking should help advisors counsel clients.      

 

One Sentence for The Turmoil?  

 

There is no shortage of market prognostication. But what’s the one sentence clients really 

want you to say? 

  

Hint...It’s not:   

- “I think the market is going to bounce back soon” (maybe it will or maybe it won’t) 

- “I think you should raise cash” (too late?) 

- “Want to take a flyer on some crypto?” (no comment needed here) 

 It’s: “I’ve reviewed your accounts. Despite the market turmoil your plan is still on 

track."  Repeat.  “Your plan is still on track.” This assumes, of course you: have a detailed 

well written plan, you've already prepared clients for downturns like this, and the plan really is 

on track. Managing expectations is everything. 
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This sentence shows you review accounts regularly. It shows you are proactive not reactive. It 

shows you are considering a range of scenarios. Contemplating some new 

recommendations? That's totally fine and welcome if presented correctly. You might want to 

prep clients in advance by discussing the conditions that will justify changes. This way they 

will be ready to move when you think timing is right. 

  

Example “if rates go up another  x bps I’ll be suggesting we add x%  to fixed income so we 

can generate more income and reduce risk. Or “if equities drop another x% I'll call you 

to suggest we reallocate x% to this equity strategy so we capitalize on lower valuations and 

potentially add to your ending net worth."  Pointing out different suggestions in different 

scenarios demonstrates you are actively evaluating and monitoring a range of possible 

outcomes in the context of the overall financial plan.    

  

Go on offense. Reinforce long term strategic opportunities vs. reacting to their near term 

fears. You are in charge. This is you demonstrating advisor leadership at a time clients need it 

most. 

 

Coming Attractions:  

"How To Enhance Your Practice Through Outsourcing" 

-a PRACTICAL guide that outlines the business case for UMA's and specific action steps to 

increase your effectiveness.  

 

"It’s a Great Time To Be a Financial Advisor"  

-by popular demand, our first VIDEO capsule that outlines challenges and opportunities for 

today's advisor...and you can structure your business to thrive in an evolving landscape. 

 

Stay tuned and have a great weekend! 

Gerry 

 

Gerard Mihalick, CFA 

Dividend Strategy Portfolio Manager/Partner 

Berkshire Asset Management, LLC 

 

Office (570) 825 - 2600 
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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 ind ices. 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 s tatistics 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. 


