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Casual Friday: You Never Know + New Portfolio Purchase – March 17th, 2023 
 

#TGI CASUAL FRIDAY  

Our thoughts are with advisors who work in bank settings and whose practices or institutions 
are suffering adverse effects from the news. “Is your bank going under?”  “Are my assets 
safe?”  We are sure non-bank advisors or RIA’s who utilize custodians in the news are 
fielding questions like these as well. We can only imagine the discussions you are having... 
 
New Portfolio Purchase: Lowes (LOW) 

• Growth potential from secular housing trends 

• Management focusing on the return of capital to shareholders vs. capex on stores 

• Outstanding shares nearly halved over the past decade 

• Increased dividend 30%+ last year, maintains healthy dividend payout ratio 

• Spending in technology expected to unlock significant margin expansion 

• Attractive entry point, relative valuation in historically low range 

• Potential Risks: sensitivity to retail trends, housing cycle, and changes in dividend 
policy 
 

Tons of Financial Headlines – What Really Stands Out? 

1. This week reminds us, “you never REALLY know.” 

a. Investing is not a game of absolutes and mathematics. 
b. Human behavior can be irrational, superseding fundamentals 
c. Good long-term investors draw on experience to strike a balance of art and 

science. 
d. Be wary of people who think they know “FOR SURE” 
e. Shift your mindset from “is there risk” (there always is) to how much return is 

possible given risk. (usually higher during panics). 

2. We take great comfort this crisis is a duration mis-match 

a. Banks had bad bond management – Not correctly matching durations of liabilities 
and assets. 

b. Very limited indication of a bunch of toxic loans like in 2008, rendering the entire 
system insolvent. 

c. Underlying collateral is largely government bonds which provides wiggle room 
policy wise. 
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3. The decline in 2-year yields is unlike anything we’ve seen in our career 

a. The curve is normalizing – at lightning-fast speed. 
b. Relief at the long end helps solve the root problem – declining bond portfolios 

4. “If the market thinks you are insolvent, you are insolvent…”despite your pleadings! 

a. Investor quickly abandon fundamentals and rational thinking 
b. Banks are levered institutions and if everybody decides they want their money 

out at once, by design it’s not available 
c. Confidence is everything. Bank runs are real. 

5. Let's not forget how this happened. “We need inflation” 

a. COVID hits -- Fed panics and slams rates zero/negative 
b. Every asset on the planet inflates 
c. Banks have low loan demand, so they buy a bunch of bonds trying to get yield 
d. Massive inflation, Fed slams on the brakes, SVB straight through the windshield 
e. Has it occurred to anyone all this micromanaging of monetary (and fiscal) policy 

may actually be the problem? Its like a fire department starting a bunch of fires 
then come to the rescue and creating more problems! 

The advisor question comes to us in many forms, but usually rings of “is now a good time to 
buy equities?”  This is outside my realm to advise whether or not clients should invest at a 
particular point in time. Each advisor and each client have totally unique circumstances. We 
don't see anything close to the financial picture that would justify opinion. If a client owns all 
bonds right now, and has great ability to take risk, it might be a great time to invest. If a client 
is 100% stocks now and has zero risk taking ability it might be a terrible time to own equities. 
  
Long term readers know that Berkshire is pretty impervious to negative macro events. 
Recessions, elections, fiscal cliffs, heck even through Covid we generally advocated to stay 
invested. But when events start to seep into the financial system like a “blood cancer” more 
caution is warranted. Does this event qualify – sort of. Bank failures and near term funding 
problems and worries if an institution make it through the night get pretty close to contagion. 
  
Full circle to bullet 1 – these are bad interest rate bets by a few bankers that sadly toppled 
whole banks and created this ripple. We think there is a way out, but stay tuned. 
 
A RUMOR Fueled the Great Depression? 
How one local businessman’s experience ignited a 20,000-person mob scene at the Bank of 
United States – fueling the Great Depression. 
The Bank Run That Helped Create the Great Depression 

Who Knew...St. Patrick was Actually Born in Britain 
Fun Facts St. Patrick's Day 

For those who missed last week's Casual Friday Live! 
https://vimeo.com/event/2983706 

https://www.barrons.com/articles/bank-run-great-depression-3335936d
https://www.history.com/news/st-patricks-day-facts
https://vimeo.com/event/2983706
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Have great weekend and good luck with your brackets!  

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 email is Intended for Institutional and 

advisor use only. This email 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. 

  

Any companies referenced, have been done so, solely for illustrative purposes and not based on investment performance or attribution to the overall 

performance of the strategy.  The companies identified herein do not represent all the securities purchased, sold or recommended for client accounts, 

and you should not assume that an investment in the companies identified was or will be profitable.   Berkshire retains the right to revise or modify 

portfolios and strategies if it believes such modifications would be in the best interests of its clients. Model portfolios may or may not contain any specific 

security at any time, and decisions to invest should not be made based on the presumed or current composition of any model portfolio - A complete list 

of holdings in the Berkshire Dividend Growth Strategy. 

  

Berkshire Asset Management, LLC claims compliance with the Global Investment Performance Standards (GIPS®). GIPS® is a registered trademark of 

CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 

To receive GIPS-compliant performance information for the firm’s strategies and products, contact Jason Reilly, CFP® Tel: 570-825-2600 or 

info@berkshiream.com. 

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. 

https://berkshireasset.com/wp-content/uploads/2023/01/Dividend-Strategy-Scorecard-4Q2022-Advisor-Edition.pdf
https://berkshireasset.com/wp-content/uploads/2023/01/Dividend-Strategy-Scorecard-4Q2022-Advisor-Edition.pdf
mailto:info@berkshiream.com
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