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Casual Friday: A New Narrative + Advisor Growth Plan: "NO" – May 3rd, 2024 

#TGICasualFriday 
 
We’re excited about upcoming UMA changes that will price Berkshire Dividend Strategy on 
par or less than competing strategies.  Give us a call or email to discuss.  
 
So, rate hikes are now “unlikely” says Powell.  The market sure looked confused Wednesday, 
rallying immediately after, then closing down ~0.30%. (S&P500 - Source: Bloomberg). As of 
early this morning, "bad news is good news" has equities rallying and bond yields 
plummeting.  
 
Another New Narrative? 
All kinds of financial assets struggled in April.  Higher long-term interest rates, the delay in the 
reduction of short-term interest rates, moderating economic growth, and a third consecutive 
“bad” inflation reading have raised the specter of stagflation.  Yet another new narrative is 
emerging.  Stagflation: low or flat economic growth with stubborn, elevated 
inflation.  Stagflation is the worst economic environment for investors.  Earnings do not grow 
and higher interest rates put downward pressure on valuations or P/E's.  It puts policymakers 
in quite a conundrum. Raise rates you quell inflation but kill growth. Lower rates to spur 
growth but inflation probably escalates. (Side rant – is less micromanaging the economy an 
option?) 
 
Being a “fed prognosticator” or basing your investment decisions on short-term economic 
predictions is not a sustainable or attractive way to invest, in our opinion.  Six months ago, the 
talk was about an inevitable economic slowdown replete with 6 (count 'em six) rate cuts by 
the Fed.  Powell did his “dovish pivot” sparking the “everything rally”.  Even with the specter of 
a well-advertised commercial real estate crash, the market has hummed along just fine… and 
so have the banks, to the surprise of many – even us.  Recently: hot CPI, hot CRB, hot ECI… 
Until Wednesday it looked very possible the Fed may have to raise rates instead of lowering 
them. Then Powell uttered the word “unlikely.” This morning added to the slow growth 
narrative part of stagflation. 
 
And what to make of recent volatility? The violent moves in many indexes and individual 
stocks are abnormal and potentially troubling. The S&P is declining by 30 handles in the 
morning and rallies over 80 handles on Fed speak and then turns around to decline by -70 
handles (from the high) to close -20 handles on the day. A slew of individual companies 
created abnormally violent moves up and down. How can the efficient market misprice 
companies so much from one day to the next?  (Source: Bloomberg) 
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Conclusion? Everyone seems confused. 
 
Our advice, skip trying to "make sense out of non-sense". Investment conversations around 
these events quickly become circular, exhausting, and drain your productivity.  
 
Instead, control what you can control.  Cash flow… quality business selling at reasonable 
prices… long term compounding. Companies that simply compound cash flow for multiple 
generations because of their business models and operating philosophy. Companies with 
simple businesses: garbage, snacks, pharmaceuticals, software, smartphones, investments. 
And we will continue to use volatility to our advantage to constantly try to upgrade the portfolio 
even further. 
 
Advisor Growth Engine: "NO." 
We constantly hear -- “I want to grow my business.” This statement is often accompanied by a 
random AUM target and often lacks a comprehensive disciplined repeatable process for 
attaining it.  It lacks “HOW”. 
  
Potential Strategies?  

• Increase the number of households 
• Increase the size of households 
• Increase fees on existing households 
• Offer new services to existing households 
• Enter new client segments/niche 
• Enter new geographies 
• Hire other advisors 
• Buy a book(s) of business 

…you get the point. 
  
They’re all valid. But most, if not all of these strategies have to do with “More” and 
“YES”.  Think back to early in your career.  You needed revenue to get started.  For a time, it 
was the classic beggars can’t be choosers. And from the moment we are taught to maximize 
AUM and get clients to say “yes”… Turning down business is an anathema. 
  
It’s no wonder advisors are programmed to say “yes”. “Do you have a pulse and $100,000? 
Yes! I’ll accept you as a client.” (We're exaggerating for effect) But our point is: not having a 
more exacting client profile creates a series of one-off products, non-strategic clients, 
hundreds of tickers in a BOB, compliance issues, lack of scale, etc. 
 
How does an advisor take their practice to the next level with all this noise?  
 
Enter the advisor growth engine of "NO." 
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In our opinion, the advisors with the highest AUM, productivity and PEACE in their lives are 
often distinguished by what they DON’T do... they’re equipped to say no. 

• NO! to letting clients drive the investment decision agenda 
o Instead, they do create a sound financial plan for clients and implement aligned 

investment allocations (think about this one a moment, if the client is dictating 
investment decisions to you – why do they need you?) 

• NO! to non-scheduled disruptions / menial tasks 
o Instead, they schedule the day with the most productive and impactful activities 

for clients and their practice. 
• NO! to 100’s of tickers/strategies in their book of business 

o Instead, they do create a finite amount of high conviction models that are 
implemented across the ENTIRE book 

• NO! to a generalized practice with random clients they don’t really love 
o Instead, they do build a niche around a specific group of clients with very specific 

needs which they have a very specific set of solutions for. 

 
The industry chases “more/yes” to drive growth.  No one likes revenue walking out the 
door.  Imagine going to your manager and saying “uh, yeah for the next two years my 
business is going to be down 10-20%. The industry doesn’t seem to teach or like 
that.  Everybody in this business has a quarterly number and a higher-up to report to. And you 
probably don’t like it.  But honestly ask “Would saying no to those 20% of clients that take up 
50% of my time create something greater?” 50% of your time, restored -- where you can be 
more focused, work on the highest order tasks, pursue a niche you're passionate about, 
spend time developing new skills, or relax. We knew one advisor who took this to heart, took 
2 years of lower gross, cleared the decks but now works about 30 hours a week...and his 
production has never been higher.  
  
Kitces elaborates on the “No” playbook:  
Kitces & Carl Ep 137: When Does Your Career Transition From Saying “Yes” To 
Opportunities And Focusing More On “No” Instead 
 
Berkshire Hathaway’s Annual Meeting is this weekend - Of all the things the event is 
known for, who would have thought... Warren Buffett the Wingman! 
How Berkshire Hathaway’s Annual Meeting Became a Hotspot for Romantic Mergers 
 
 
Have a great weekend! 
Gerry 
 
Gerard Mihalick, CFA 
Dividend Strategy Portfolio Manager/Partner 
Berkshire Asset Management, LLC 
 

https://www.kitces.com/blog/carl-podcast-career-transition-yes-advicer-personal-capacity/
https://www.kitces.com/blog/carl-podcast-career-transition-yes-advicer-personal-capacity/
https://www.wsj.com/finance/berkshire-hathaway-annual-meeting-romance-25eb77fc
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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 va lue. 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 ind ices. 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 s tatistics 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. 

mailto:info@berkshiream.com

