Berkshire Asset Management

[
46 Public Square, Suite 700
Wilkes-Barre, PA 18701
570.825.2600

DIVlDEND STRATEGY “Casual Friday” Commentary

Casual Friday: Game Time + Rise of the Machines? — February 10", 2023

Its game weekend, so we will keep it short and simple.

Advisor question: “Does the equity income space still make sense now”?
Our opinions?

e The macro scene still seems murky. Inflation...Deflation... and now Powell is talking
about Disinflation? Who knows! So collecting a potentially growing dividend appeals to
many clients during uncertain times.

e Growth still looks expensive relative to value. While cheaper than a year ago, price to
book, price to earnings, and other valuation metrics still have us thinking the value
looks more appealing at this time.

e Because we believe equity income stocks may be less volatile, it may allow advisors
and clients to allocate slightly more to equities for the long term.

Advisor question: “After a great 2022 is it my imagination or is the Berkshire portfolio off to a
bit of a slow start in 20237
On a relative basis yes. In the first six weeks attribution tailwinds from 2022 are turning into
headwinds.
e After a dismal 2022 communication Service stocks like Meta, Disney Netflix and Google
(yes they ARE included in the Russell 1000 Value index!) have ripped higher this year
e Consumer discretionary stocks, another relative underweight are also up over 10% as a
group after a rough 2022. We estimate these two sectors comprise nearly 40% of our
index lag.
e |Industrials are a relative overweight for us, also are negative for the year. Some of the
iIssues are security specific but we have confidence in the long-term prospects.

So just how prolific is OpenAl and what’s all the buzz around Chat GPT

Primer — OpenAl is a company that produces artificial intelligence apps based on deep
machine learning that seeks to revolutionize how humans and computers relate. Chat GPT is
a “product” of open Al and allows users to ask intuitive questions and get human like results.

It’s been used to write songs, create articles, collect and analyze data, even mimic human
interaction.

Microsoft has big plans for Open Al and Chat GPT. They’ve made a $10 billion dollar
investment in Open Al and are starting to integrate Chat GPT functions into Bing. Alphabet’s
shares fell this week on investor feared it was falling behind.

Watch this short clip to see how it could revolutionize meetings when it gets integrated into
Microsoft Teams.
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Our best advice to understand how it works is to download the app and actually start asking it
guestions.

For example, we asked Chat GPT “Write us a clever 10-line poem about the power of
dividend stocks using lambic pentameter”

Div'ndend stocks have quite the pow'r,
Not all investments will tower,

Ctrl the flow of thy mon'y

Unstuffed, ye may be more free,

Without slaving o'er labor and toil,

Which only brings but more toill,

Live low cost and save each day,
Div'ndends made will clear the way,
Grow thy wealth and watch it soar
Dependant not on business more,

And when the time comes, enjoy thy due,
Life can be simple with div'’dend stocks true.

Shakespeare appears safe...for now.

Have a great weekend!

Gerard Mihalick, CFA
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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.
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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 shalll
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.



