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Recent Bank Action

There's been a quiet rally in regionals and money center banks, with many up ~30 — 40%+
since October '23. So, did this week's CPI print ruin the party? March CPI hit 3.5%, reversing
the market's optimism of upcoming rate cuts. The 10-year Treasury yield jolted above 4.5%,
marking its high of '24. And many regional banks sold off ~4 — 5% (we saw NYCB down
~10% intraday). Sticky Inflation + Higher Rates for Longer = Increased recession odds. For
banks, recession means loan losses and higher long-end rates could mean held-to-maturity
losses and deposit shifting. (learnings from the 23 bank failures). We appreciate the
challenges and foggy outlooks issued (https://www.wsj.com/finance/banking/jpmorgan-chase-
gl-earnings-jpm-stock-407a202f) but believe there might be a more positive long-term
narrative.

The Flip Side?
« NIM expansion tends to follow higher rates. (see chart below)
« The economy appears resilient — potential for loan demand and lower delinquencies
over time
« U.S. banks, in general, maintain very high-quality credit exposure, carry near-record tier
1 capital and boosted loan loss reserves throughout 2023 (including and especially
CRE) - Valuations are near historic lows compared to the S&P 500

Net Interest Rate Margins

50000+ L2.5575
Il JPM US Equity - Annualized Net Interest Margin on 12/31/23 (R1) 2.8373 =
Ml USGG10YR Index - Last Price (L1) 4.5435
4.0000 - P-2.6000
JPM NIM - >
b-2.4000
3.0000
-2.2000
2.0000 - 2.0000
. = - 1.8000
0000 -
: 10 YR Treasury
1 - 1.6000
2014 | 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

(Source: Bloomberg)


https://berkshireasset.com/wp-content/uploads/2024/04/Dividend-Strategy-Guide-3.31.2024-Compressed.pdf
https://berkshireasset.com/wp-content/uploads/2024/04/Dividend-Strategy-Scorecard-1Q2024-Marketing-Edition.pdf
https://berkshireasset.com/wp-content/uploads/2024/04/Dividend-Strategy-Factsheet-1Q2024-Marketing-Edition.pdf
https://berkshireasset.com/wp-content/uploads/2024/04/Dividend-Strategy-Commentary-1Q2024-Marketing-Edition.pdf

Berkshire Dividend Strategy

Banks Cheapest Relative Price to Book in Decades
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Credit Remains Strong
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Massive Amounts of Liquidity
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The Rise Of A Second Geography?

Imagine how advisors grew their practice in the "the old days"... Join a fancy club, get on
local boards, network with other LOCAL professionals. Face-to-face meetings were the gold
standard for advisors, and geographical constraints defined the limits of one's client base.
Post Covid? My, how have things changed... | just listened to Kitces podcast. The firm he
interviewed:

750MM, 200 clients, Everyone works remote! All virtual meetings, they serve a Niche
Client Base in DC.

Financial advisors can run a practice they dreamed of from anywhere in the world. Why not
build a "second geography?"

Tap into Markets You Love

Target markets you’re personally passionate about. Whether it's a city you've always dreamt
of visiting or a region where you have cultural ties, virtual meetings eliminate the physical
barriers to entry. Financial advisors can immerse themselves in markets that resonate with
their personal interests or lifestyle choices.

Carve Out Your Niche

Cater to the financial needs of tech entrepreneurs in Silicon Valley or retirees in Florida or the
music industry in Nashville. You can literally create any niche you want... tailor services,
create a unique and personalized marketing strategy and start working your magic!

The "Out-of-Town" Specialist Appeal
Expanding your business into a new geography might position you as an out-of-town


https://www.kitces.com/blog/andrew-leonard-aum-growth-dangerous-middle-hiring-team-talent/
https://www.kitces.com/blog/andrew-leonard-aum-growth-dangerous-middle-hiring-team-talent/
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specialist, adding an element of cache. By positioning yourself as a fresh perspective from
outside the area, you can leverage exclusivity and novelty to attract clients who are looking
for something different from the local fare.

Opening Up New Demographics
Virtual meetings have democratized access to financial advisory services, making it easier to
cater to underserved or niche demographics.

Key Strategies for Success?

« Get your virtual game in order: Take an effective email writing course, study virtual
meeting effectiveness playbooks and organize your fintech tools to ensure seamless
communication and service delivery.

« Understand the Market: Conduct thorough research to understand the unique needs,
desires and current pain points of your prospects.

« Market Strategically: Tailor your marketing efforts to address the specific characteristics
and needs of the new market, highlighting your unique position as an out-of-town
specialist.

« Build Local Networks: Even in the virtual world, local connections matter. Engage with
local professionals and communities to build a referral network. Market your niche
planning skills to local attorney, CPAs and other COls. How about local branch
managers or RIA offices? There's likely opportunity to purchase books or team up with
folks.

« Prioritize Client Experience: Ensure that the virtual experience is as personable and
engaging as in-person meetings, maintaining high standards of client service and
satisfaction.

You are now unbound — go get it!

Epic Traditions

Whether you like golf or not, The Masters might just be the most special sporting event of the
year. What makes the event so special? The Master's @ Augusta is a weeklong event that
upholds tradition unlike anything else: Masters Champions Dinner & 50 Masters Traditions
Unlike Any Other & For next year: Taste of the Masters

Have a great weekend!
Gerry

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

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


https://www.youtube.com/watch?v=ty_YUwydgdk
https://www.golflink.com/tour-golf/50-masters-traditions-unlike-any-other
https://www.golflink.com/tour-golf/50-masters-traditions-unlike-any-other
https://www.masters.com/tasteofthemasters
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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.

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 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 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.
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