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“Casual Friday” Commentary

Casual Friday: Portfolio Changes + What's Holding You Back? — February 215, 2025

#TGICasualFriday!
Berkshire is hiring a PA based internal wholesaler! If you know a qualified professional, (2-5
years of experience) they can email a resume to careers@berkshiream.com.

If you know someone give me a call to discuss @ 570.406.3300
We’re excited about several portfolio changes this week...

Add New Position - A.O. Smith Corporation (AOS): Target Weighting 2.00%

e ~150-year operating history with strong brands in water heater, boiler and purification
systems
85% of water heater sales are replacements = steady, reliable stream of cash flows
Housing shortage may provide tailwinds to the business for years
Solid balance sheet with minimal debt, in our view
~2.05% current dividend yield, ~35% payout ratio, 5 yr dividend growth ~7.50%
Forward Capital Allocations? Share repurchases and ~10% annual dividend growth
targets
e We view tariff risks and slow housing turnover are built into the stock price

(Source: Bloomberg)

Capital Allocation Priorities
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Strategic Investments Returning Capital to Shareholders
*  Organic Growth < Dividend
Mix of Capex. R&D and new product development Philosophy: Growing, competitive & sustainable
Irrvastesd $73M in Cape in 2023; —§105- 1100 i 2024 dividend
RE&D tobaled SOEM in 2023 Conduct peer analyss and assess yield [/ payout atio
S-yoad Jiwhdand rata par share CAGR of 10%
< MEA O 30 cormecutive years of dviderd incresses
Strategic ME&A to drive shareholder value
Clear siratagic filters and financial crieria < Share Repurchases
CuRivale active pipsime Share repurchases remains a key component of

capital allocation strategy!
T4 taeget: - 5300 millan

(Source: A.O. Smith Investor presentation - https://investor.aosmith.com/static-
files/4417c60a-6f9c-4031-b89f-06cc2a48eeee)



mailto:careers@berkshiream.com
https://investor.aosmith.com/static-files/4417c60a-6f9c-4031-b89f-06cc2a48eeee
https://investor.aosmith.com/static-files/4417c60a-6f9c-4031-b89f-06cc2a48eeee

Berkshire Dividend Strategy

Trim Position — Walmart (WMT): New Target Weighting 2.50%
e Valuation targets, position size, cash raise for A.O. Smith.

Add to Position — Hershey (HSY): New Target Weighting 1.50%
e Recession-resistant business with enduring multi-generational brands
e Dividend increases 51 out of the past 52 years (2009 “paused”)
o Increased dividend ~13% annually over the past 5 years
o 3.35% dividend yield w/ ~50% payout ratio, providing ample support for
continued dividend growth
e Trading @ lowest relative valuation in ~25 year on depressed earnings
e “Cocoa crisis” poses a risk to the business and created a steep sell-off in the stock
e Automations, logistic efficiencies and optimizing the supply chain creating opportunities
for improved margins
e Ability to acquire and expand market share or diversify. Only 1% of international market
share

(Source: Bloomberg)

Pfizer (PFE): Sell — New Target Weighting 0.00%
e Covid windfall, “wasted” on non-accretive acquisitions to date
o We remained patient but R&D pipeline not materializing as expected
e Eliquis and Prevnar patent cliffs upcoming 2026
“Late to the game” commitment on GLP-1 + Plus, its candidate, Danuglipron, shows
significant side effects

(Source: Bloomberg)

M&T Bank (MTB): Add to Position — New Target Weighting 2.75%

e MTB volunteers to take the Fed’s upcoming stress test

o A positive exam may free up capital paving the way for lending growth, deals or
capital return to shareholders.
e Loan portfolio accounts for ~65% of revenue = leveraged earnings growth on the health
of economy

o 28 years of consecutive dividends with no interruption (including '08-"09)
o ~2.75% current dividend yield, ~35% payout ratio, 5 yr dividend growth ~6%

¢ |n general, some weakness in lower tier credit presents risks for banks

(Source: Bloomberg)

J.P. Morgan (JPM): Trim Position — New Target Weighting 4.50%
e Risk management, position was approx. 5.5% of model portfolios

e Tailwinds: Continued consolidation in banking, steepening yield curve and healthy loan
volumes

e Valuations elevated, ~15x Forward PE, ~2.2x P/B w/ 1.80% dividend yield
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(Source: Bloomberg)

Company rationale is Berkshire opinion only and should not be construed as the sole rationale to purchase or sell a stock. Views are subject to change at any
time based on market or other conditions. Because investment decisions are based on numerous factors, these views may not be relied upon as an indication of
trading intent on behalf of any portfolio. The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by
Berkshire as to its accuracy or completeness.

What's Holding You Back from Delegating What You Need to Let Go Of?
Kitces provides a super helpful episode to prioritize time, tasks and objectives!

e Delegation dilemma: While “delegate and let go” is often advised, many find it
psychologically challenging to relinquish control -- though it frees up time for higher-
value work.

o Other dilemma aspects: Advisors doubt anyone would enjoy their least-favorite
tasks and believe they can complete certain tasks faster / better themselves.

e Hire an ‘opposite’: Bring in someone with complementary strengths -- like an
operations-focused person for detail-heavy tasks (Everyone doesn’t want to play
gquarterback)

e Long-term payoff: Focus on strategic / highest order work (or personal time), ultimately
boosting scalability and growth potential.

Kitces & Carl Ep 151 - https://www.youtube.com/watch?v=k24FkUPucqs&t=3s

Bonus? Larger teams solving complicated issues serve bigger clients and money way more

money.
i @ 3
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Service
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Money Management
Description Build basic portfolios Provide modular issue Develop complete Specialize in

Advice Provided
to Clients

% of All Industry
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Assets
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Average Client Size
Core Market: % of HNW
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Specialized Staff

# of Planning Services
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and focus exclusively on
asset management for
nearly all dients

Money management,
basic financial advice

based planning with most
chents. May emphasize
asset management or
financial planning as their
value proposition

Investment management,
targeted financial
planning services such as
retirement guidance and
education funding

financial plans with nearly
all chients based on an
extensive analysis of

their goals, assets, and
liabilmes

Investment management,
a broad range of financial
planning services
including basic estate
planning, insurance/

risk, etc

comprehensive
wealth management
with ali clsents

Complete suite of
financial planning and
Investment services
including charitable
Biving. stock oplion
planming. and complex
trust and estate planning
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The Battle for Overhead Bins Is Raging. These Are the Rules to Play By.
https://www.wsj.com/lifestyle/travel/carry-on-bags-overhead-bins-flight-expectations-
c8b364ab?mod=lifestyle trendingnow article posl

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 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
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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.



