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DIVlDEND STRATEGY “Casual Friday” Commentary

Casual Friday: Stalemate? — December 2", 2022

Are the bulls or bears right? Bulls point to: strong earnings, low valuations, lower rates, and
progress on inflation. “The market is going to run!” Bears point to: an inverted yield curve,
persistent inflation, and an imminent recession “The market is going to crash” Both camps
can articulate a well-reasoned and well-researched investment thesis.

Yet, the conviction in both seems very high. Is it me or does everybody sounds pretty “binary”
in their thinking — as if economy/markets are pre-destined to follow one dramatic path or the
other... as if these are “events” that are going to happen with a clear start and end

point. Seldom heard in a sound-byte TikTok mentality driven world?

“I'm not sure” or “hard to tell” and a well-thought-out decision to stay the course are rare
commodities. That advice hardly has the makings of a viral video vs. a bombastic bold
prediction. But maybe, just maybe there is a middle ground. Maybe the plusses and minuses
cancel and we gyrate around is the base case. Want to clip a growing “dividend coupon” while
everybody else sorts it out? We’ve got you covered.

An advisor question this week -- “What are some key points | can share about Berkshire?”

Reasons to allocate to dividend/value stocks now

« We think the value rotation will likely continue — generally, growth is still expensive,
rates might continue to rise, rotations take a long time

« Inflation still running HOT. Perhaps offset with increasing dividends

« Generational washout from growth stocks akin to 1999?

« Many investors are still starved for income and may continue to buy up dividend stocks

Why Berkshire: “A high service boutique focused on one thing...

« Discuss a special close working relationship with Berkshire and how access to portfolio
managers elevates the client/manager experience: due diligence, portfolio’s role in
allocation, on-going understanding

« Highlight Berkshire as a specialized manager — only does dividend growth, best-in-
class and specialized

« Longevity of team & management consistency

« “Some firms let advisors look in the window, Berkshire lets me come right in the front
door”



Berkshire Dividend Strategy

Why Berkshire Dividend Growth: “Generate dividend income, grow dividend income,
provide safety on the downside...

Show the growth of dividends on the back of scorecard. Highlight how there have been
many reasons to “bail” over the last ten years, but you would have missed out on
significant compounding. (Power of staying invested)

Real estate analogy — collect GROWING rents from high-quality tenants like companies
in our portfolio

Highlight the need to generate cash flow to satisfy liabilities vs. trying to match an
arbitrary benchmark. (akin to liability-driven investing)

If Berkshire is doing a good job at picking dividend growers’ appreciation will likely
follow...show growth of $1,000,000 chart - Dividend Strategy Scorecard 9.30.2022

Why is Berkshire Process Different

It's not just screening historical data. Its forward-looking, trying to find tomorrow’s
dividend growers
Unlike some other managers who simply “screen dots” Berkshire’s process is
comprehensive.

o Evaluate: current cash flow, growth of cash flow, risk of cash flow and what the

whole company is worth

Employs above average time horizon in an attempt to capitalize on the short-
sightedness of Wall Street

Resulting Portfolio:

High-quality large cap companies that should be able to power through any crisis
Stays fully invested

30-40 names; reasonable diversification

The transparency of an SMA keeps clients on track

Unlike a fund, the SMA lets the client have more control over taxes

The Dark Side of TikTok:

I’'m a (proud) “GenXer”. | feel like my generation has a great appreciation for technology
because we grew up without it but are still young and vibrant enough to leverage all the
amazing new things it offers (usually!) | also have children who grew up entirely with social
media and have witnessed firsthand how it's consumed and perceived by the younger
generation.

TikTok is interesting. It spawned largely from Musical.ly Inc. a program where kids could act
out music videos. Now it shares short video content ranging from the most non-sensical to the
most intellectual. Market reports? Physics? Religion? Politics? Affinity groups? Hobbies?
Motivation? Pet tricks?


https://berkshireasset.com/wp-content/uploads/2022/10/Dividend-Strategy-Scorecard-3Q2022.pdf
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It's became like a video twitter where you can create, subscribe view content about pretty
much anything you want. It’s also polarizing based on geopolitics and privacy policy. I'm not
advocating you use it or don’t use it, but if you are a parent, this article is worth considering...
Because it’s probably a powerful force on your kids’ psyche. Some content is disturbing, but
awareness is the first step to preparation: https://www.bloomberg.com/news/videos/2022-11-
29/the-dark-side-of-tiktok

Have a good weekend!

Gerard Mihalick, CFA
Dividend Strategy Portfolio Manager/Partner
Berkshire Asset Management, LLC

Office (570) 825 — 2600

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
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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.



