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“Casual Friday” Commentary

Casual Friday: Portfolio Change + $124Trillion? — December 6", 2024

Portfolio Change
Add 1% to Honeywell (HON) - New Target Weighting 3%
Source of Funds from Cash
« Industrial conglomerate with mid to high single-digit revenue growth expected
« Higher EBITDA margins than peers trading at 4 to 5x times lower multiple
« Shareholder-friendly, historical commitment to return capital
o ~ 2.0% dividend yield growing ~5.5% annually (trailing 5 years)
o Buybacks. Retired ~10% of shares outstanding (trailing 5 years)
« Potential split of the business, driven by activists, may unleash significant value for
shareholders
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Source: Capital 10, as of 11/08/2024
Note: Conglomerate muitiples shown as of date before simplification announcement (4/29/2019 for IR, 2/20/2018 for UTC, and
11/8/2021 for GE). Constituent average reflects current weighted average multiple of the individual pieces today.

Risks
« Weak segments of the business, like automation, continue to weigh on performance

o Cyclical business, in general
(Source: Bloomberg)

Dividend Increases
Deere Raises Dividend 10% - 12.3.2024
Merck Raises Dividend 5% - 11.19.2024

(Source: Bloomberg)

$124 trillion?

Cerulli now projects that wealth transferred through 2048 will total $124 trillion. PLUS 85% of
kids fire their parent’s advisor and 1/3 of advisors may retire in the next 5 years. And there
are actually more advisors over 80 than under 30. (Source: Natixis, Cerulli, SS&C, Carson
Wealth Management)
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Result? Massive amounts of newly minted millionaires seeking fresh, comprehensive advice!

Think back on your career... How many times have you seen G2 or G3 inherit significant
sums of money only to blow through it in a matter of years? In fact -- 70% of Families Lose
Their Wealth in the 2nd Generation. What’s going wrong? Is it a lack of education? Why
didn’t they follow the plan? What can we do to prepare the next generation for their $124
Trillion inheritance?

Since 85% of the kids plan to fire you, before you do anything, you must get to know
successor generations BEFORE death. You might ask the patriarch or matriarch of the family:
“Who else should know what goes on with your accounts?” Or “Would it make sense to start
reviewing your estate plan with your major beneficiaries.” It's a great time to position yourself
as the lead advisor, and subtly remind heirs you played a role that put them in this fortunate
position.

But beyond financial acumen, a deeper understanding of behavioral finance aspects holds the
key to retaining the assets, collecting new assets, and making sure these new clients don’t
“blow it”.

Here’s how to enhance your “soft skills” as you help “G2” navigate their “sudden wealth”
moment...

Recognize the Emotional Weight

They just lost a loved one and now they may feel unprepared to manage this new wave of
responsibilities and decisions that comes with their inherited wealth. Advisors are “pitching
them product”, online articles are confusing, and CNBC is usually scaring the crap out of them
about the markets.

Pause with them... Acknowledge the stress and emotion they are experiencing. Ask
guestions, understand, and empathize with their struggles. Ask your clients if they are feeling
a mix of loss, guilt, confusion, and stress, and let them know it's normal. Build that foundation
of trust and honesty out the gate. Reflexive listening skills vs lecturing go a long way here...
“So you are feeling or “Is it safe to say that you want____ " or “So you are worried
that " “Do I have this right?” This will go a long way in building trust, earning their
business, and getting them to stick to a realistic and sound financial plan.

“Cool Off”

Advise your client/prospect to take a "cooling-off" period before making any significant
financial decisions. Encourage them to reflect on values, goals, and aspirations this wealth
can facilitate. This isn’t about delaying decisions unnecessarily but about making more
thoughtful, aligned choices. Think about this one... Every other advisor is probably trying to
“‘make the sale”. This strategy explicitly shows you are acting in their best interest.

Emotional weight acknowledged... Cool-off period complete — Move on to the financial plan.
Share the hard truth — The biggest goal is to not run out of money and the greatest impact on


https://www.nasdaq.com/articles/generational-wealth%3A-why-do-70-of-families-lose-their-wealth-in-the-2nd-generation-2018-10
https://www.nasdaq.com/articles/generational-wealth%3A-why-do-70-of-families-lose-their-wealth-in-the-2nd-generation-2018-10
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their wealth over time will be spending. Share with them the huge gaps that exist between
client expectations and reality. A Natixis Survey states clients expect 18% annual returns! If
they think they’ll get 18% and want to spend 18%, a disaster is brewing.

Guiding a client/prospect through the maze of sudden wealth is no small task. Financial
expertise is a minimum standard but expertise in behavioral finance is a differentiator. In fact,
“sudden wealth” is a serviceable niche (albeit a narrow one).

Here’s a couple more resources to help build your $124Trillion in “sudden wealth” playbook:
Four reasons intergenerational wealth is destroyed in 3 generations
Navigating the Great Wealth Transfer

Martial Law and Its History Explained?

From the Civil War to the rule of Ferdinand Marcos in the Philippines, find out how martial law
has been enforced—and exploited: 5 Times That Martial Law Was Declared -
https://www.history.com/news/matrtial-law-events

Have a great weekend!
Gerard

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 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


https://www.im.natixis.com/content/dam/natixis/website/insights/investor-sentiment/2023/2023-individual-investor-survey/2023-Natixis-Global-Survey-of-Individual-Investors-Full-Report.pdf
https://www.advisor.ca/tax/estate-planning/four-reasons-intergenerational-wealth-is-destroyed-in-3-generations/
https://www.thinkadvisor.com/2024/01/07/navigating-the-great-wealth-transfer/
https://www.history.com/news/martial-law-events
mailto:info@berkshiream.com
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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.



