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DlVlDEND STRATEGY “Casual Friday” Commentary

Casual Friday: Bubble Trouble? + Minion Mayhem... — July 8th, 2022

Quick Admin Note
Q2 Material -- delivered to your inbox no later than Tuesday at 4 pm.
Call / email for prelim #'s.

Quarter End Preview:
Casual Friday: Quarter End Quick Hits + Respect for The Flag
OR view On LinkedIn: Casual Friday: July 1st, 2022

Bubble Trouble?

"Should | sell all this stuff and buy your strategy?"

FAANG. Crypto. Tesla. Netflix. Meta. ARKK. Meme Stocks. Stonks. High P/E growth Stocks. Bonds
with negative interest (real) rates.

2 Common themes? To varying (yes, | was very intentional with the word “varying”) degrees, they
displayed characteristics of a “bubble” and they've all popped. Individually they may not be of the
magnitude of say the Dutch Tulip bubble, Nifty Fifty, tech or housing bubble but in aggregate it
feels close... and of course subjective. But it’s pretty clear to us they’ve followed a pretty familiar
bubble cycle.

e A hot new paradigm emerges (crypto, ARRK stocks, FAANG)
o A somewhat plausible (“It's the future” “disruptive technology, paper currency is outdated)
o Price momentum / feedback loop develops into a frenzy (higher prices create higher prices -
meme stocks, crypto speculators)
o Capital chases it
o Wall street gets on board (35 new cryptos in 1 week!)
o Main street follows (my bartender became a crypto expert, discussed ‘yield harvesting’
in crypto)
« lIrrational economics / valuation develops...but are explained away (Bitcoin, massive P/E’s,
negative yields...remember price to eye-balls in 19997)
o “We can’t lose” mentality (growth stocks)
« Media / mainstream sensationalizes, fuels the bubble, but often marks the top (Cramer’s
magnificent 7, Matt Damon’s crypto commercial)
o Pain emerges but dip buyers come in (“now is my chance!”). The asset class usually
rallies...but then


https://berkshireasset.com/wp-content/uploads/2022/07/JUL-1-Casual-Friday-Quarter-End-Quick-Hits-Respect-for-The-Flag-7.1.2022.pdf
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...capitulation (this is never going to work! SELL!!!!!) ...does the selling cause contagion? So
far thankfully...no

e The aftermath? “Impairment — it down a ton...and not coming back.

e Investor apathy

e Intime...tomorrow’s “next big thing emerges” and is likely something we are NOT talking about
today

The assets mentioned all check off a lot of boxes. What does this have to do with dividend
investing...a lot. For the past few years, dividends / value stocks were largely unloved — investors had
FOMO - big time. At best retail investors grumbled: “Why should | own these lousy value stocks while
growth is doing so well?” Advisors and managers were left defending the asset class. At worst, many
capitulated, speculated, over allocated in one or more of the asset classes. They now face large
losses: 30-50% or more. Main stream growth stocks down 30%. Investors who stretched for yield,
bought low quality, or extended duration (at generational lows) now may see double digit losses in
their bonds too. Predictable? In some cases, absolutely.

An advisor who, committed some of the offenses asked “well should | sell all this stuff and buy your
strategy.” For what it's worth, we think high quality intermediate bonds and mainstream growth
stocks will likely recover... as for much of the rest? Good riddance to bad ideas.

Summer 2022: Rev Up or Kick Back?

Summer brings downtime, vacation and a recharge...

For some, it's needed time to work ON the business instead of IN the business:
Advisors Thriving in Changing Landscapes?

Minion Mayhem
Teens dressing up in suits to see Minions? -- Mosh pits at the movies? -- Minion riots?
https://www.youtube.com/watch?v=UDd1DCCOdLU

Contact Berkshire
Gerard Mihalick, CFA, Portfolio Manager Jason Reilly, CFP®, VP Distribution
gmihalick@berkshiream.com or (570) 825-2600 jason@berkshiream.com
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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 patrtial 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.



