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Berkshire Tax Alpha Transition Program

Sometimes it's performance, a need to outsource, or manager rationalization...Do you need
to switch strategies but worry capital gains might be an issue? Technology unleashed a
proliferation of “tax managed” services to advisors and end clients... Advisor complaints of
these offerings? “They are too complicated” “| don’t want to track an index”, “the fees are
high”, “My clients don’t want a zillion confirms” or “why didn’t the tracking error model work

this year?”

Replace with: Berkshire's simplified, white-glove approach to create tax-friendly transitions to
a dividend growth portfolio clients can embrace.

Berkshire will analyze, customize, and monitor EACH account according to the clients: tax
budget, time frame, and holdings. We provide a detailed before and after simulation and
discuss with you and your client. Experience often tells us that thoughtfully keeping just a few
high-quality large-cap holdings vs. blowing out the whole portfolio at once may go a LONG
way. It's how we put the "managed" back in SMA. Advisors may gain from the portfolio itself,
as well as exceptional practice management support... all done at a “grid-friendly” fee
structure.

Detailed program logistics: Berkshire Tax Alpha Transition Program

Do you have a portfolio that you'd like analyzed? Simply email us a spreadsheet with
holdings, cost basis, market value and a brief sense of the tax budget/objective.
gmihalick@berkshiream.com

CRE Unpacked?

Advisors / clients fretting over the “next 08” point to commercial real estate write-downs as a
potentially “destabilizing event”. Higher rates, work from home, and recession fears all
threaten commercial real estate — particularly office-related properties.

Are the fears warranted?
By the numbers:

Today’s CRE debt exposure in the banking system? ~$3.5 trillion — roughly $1 Trillion is
specifically tied to office space -- a far cry from the $14 Trillion mortgage market of '08. Plus,


https://berkshireasset.com/wp-content/uploads/2022/01/Berkshire-Tax-Alpha-Transition-Program-1.pdf
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the US GDP is roughly double that of ‘08, lending standards were much higher this round and
to boot, “toxic derivative fuel” that torched the entire mortgage and banking industries in '08
isn’t visible at the moment or in the news — so far (hopefully 08’ lessons were learned).
Exposure? Not zero — but seems far more manageable. (Source: Bloomberg)

CRE Valuation: A Lot Like Bonds, Equities:

Like most investable assets, commercial real estate values are formulaic, three

variable approach similar to bonds or equities: Risk-free rate, a risk premium, and the cash a
property generates. Higher rates mathematically drive lower valuation as does the lower rents
from companies choosing not to renew. It's like when a stock: earns less and experiences P/E
contraction.

It's important to note the confluence of two factors: Banks offer many CRE loans with a 20-
year amortization and a 5, 7, or 10-year maturity but the leases are typically 3 to 5 years. Pre-
pandemic loans are maturing at a time when fewer and fewer are signing a new lease.

How are banks responding?

They’re slashing building valuations on CRE mortgage renewals, asking developers and
owners to bring additional collateral to the table, and attempting to swap paper with one
another. Pockets of fallout are likely to make the news. Estimates show Office CRE
valuations declining roughly ~30%. We’ve heard anecdotal stories of ~50% markdowns. Most
of the larger banks don’t have material exposure and are very likely capable of navigating
write-downs and workouts on these loans with nominal liquidity impact. The smaller banks are
more exposed and geography matters at the moment. We continue to monitor. (Source:
Bloomberg)

The Good News?

There’s likely opportunity, in time. Many banks and REITs are trading at sizeable discounts,
pay attractive dividends and maintain quality balance sheets, in our opinion. For REITs, those
with exceptional balance sheets will likely acquire “cheap” assets in the coming years. Private
funds are raising considerable dry powder for distressed properties and making deals,
offering support to the market. https://www.wsj.com/real-estate/cash-flush-buyers-dip-into-
distressed-commercial-real-estate-13724a94.

The New “GOAT? PSU Wrestling
« The Nittany Lions are rolling toward their 11th national title in 13 years
« They’'ve won 55 straight dual meets
« 8 of 10 wrestlers are expected to become All-Americans this season and 5 are
expected to be wrestling in the NCAA Finals!

Maybe you are not a fan of wrestling, but something special is going on in “Happy Valley” and
it's a showcase of excellence!
https://www.ydr.com/story/sports/colleqe/2024/02/22/penn-state-wrestling-how-cael-
sanderson-built-top-ncaa-dynasty-iowa/72204368007/



https://www.ydr.com/story/sports/college/2024/02/22/penn-state-wrestling-how-cael-sanderson-built-top-ncaa-dynasty-iowa/72204368007/
https://www.ydr.com/story/sports/college/2024/02/22/penn-state-wrestling-how-cael-sanderson-built-top-ncaa-dynasty-iowa/72204368007/
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Have a great weekend!
Gerard

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.

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


mailto:info@berkshiream.com

Berkshire Dividend Strategy

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.



