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5 Chart Friday… 
The charts and market rally have us thinking... Is the market more excited about the prospect of rates 
eventually go lower (equities are going up) and not worrying about what a recession might mean 
(equities should be going down). Right now, it seems to be the former -- "Lower Rates + Soft 
Landing". Some charts are pointing to weaker economic times ahead. 
 
 
Commodity roll over continues... 

 
(Source: Wall Street Journal) 
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Lumber... 

 
 
Yield curve inverted... 
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Citi Surprise Index... 

 
Source: Bloomberg 
 
 
Growth trading 11 multiples higher than value... 

 
Source: Bloomberg 
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What to make of the recent growth rally? Our “friends” who run growth strategies (yes, we're ALL 
friends) are probably saying: “hey, look at the bond market and other data… economic growth is soft. 
Sell cyclicals. Buy our stocks because they have growth profiles that might transcend the 
recession.”  It’s a plausible argument -- definitely true during COVID. We don't ask you to always be 
drunk on just the Berkshire Kool-Aid :) 
 
However, this latest cycle is playing out so close to the 2000-20003 recession it’s scary. During that 
time the same case could be made to buy growth. But ultimately growth stock valuations were still so 
high, cyclical / value-ish names did way better despite economic challenges. Growth's valuation reset 
continued for years. Statistically by most measures, growth still out-trades historical averages, and 
trades at near record high premiums to value. Growth and value allocations are not 'either or' choices 
per se, but if you are using a valuation framework, value appears much cheaper.  
 
Middle Market Niche? 
With all the attention paid to growing your assets and HNW/UNH…is the middle market being 
ignored? Perhaps. On the one hand, I once read “ironically competition is actually LOWEST for the 
seemingly MOST unattainable goals. Why? Because they seem so hard no one tries." It’s like no one 
asks out the most attractive person at the bar because everyone assumes they must be 
taken!  Perhaps that ultra-high net worth family you think already has an advisor really isn’t well 
covered because everyone assumes they must! 
 
On the other hand, this week we found one advisor specializing on relatively smaller investors.  
Like any good niche, 
 

• It may repel more prospects than it attracts.  
o This niche lets everyone know his sweet spot - “500k -$2,000,000” and it repels who he 

doesn’t 
• It lends itself to specialized messaging with an edge: “Hey Main Street…Wall Street is only 

focused on mega millionaires…I care about you” 
• Since the clients are similar, it lends its self to a standardized offering/expertise.   

 
Long term success however comes down to two critical points: scale and standardization. 
It’s a practice predicated on volume, and to run a volume business, it’s critical to standardize as much 
as possible...marketing...planning...investments...client service experience. And it requires clients 
who take his advice and implement his ideas. If he starts taking one offs and customizing in the name 
of "getting assets / revenue today” the whole system will grind to a halt. He will need to be disciplined 
about keeping his message tight, and limiting the number of strategies or else he will totally hit the 
wall. It’s a sound strategy -- if done with discipline and consistent execution!  
 
 
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 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. 


