
 
 

A TALE OF TWO TAPES 

What Stays Scarce When Information Doesn't 

Rewind to January. Imagine an investment strategist sat down and told you: by mid-year, there 
will be armed conflict in the Middle East. A key shipping strait will be under threat. Oil will spike. 
Inflation will still be running hot. And you'll start hearing about real cracks in private credit. 

You'd have braced yourself for a rough year, right? 

Now imagine we told you one more thing: that despite all of it, the market would go on to post 
strong, even double-digit gains. 

You'd likely be skeptical to say the least. 

And yet, both things happened. That contradiction is the real story of the year so far — and it's 
worth a deeper dive. 

APRIL'S PIVOT 

Think of this year as two different movies spliced into one reel. 

Act One: through the first quarter, the market behaved exactly the way disciplined, income-
focused investors hope it will. Steady, cash-generative businesses — the ones that actually pay 
you to own them — led the way. The flashiest, most speculative corners lagged behind. 
Honestly? It was a good quarter to just be patient. We believe Berkshire portfolios held up well 
in the storm. 

And the numbers backed it up. Large value-oriented indices closed the quarter up just under 
2% — a modest headline that hid a much more interesting story underneath. Energy ripped 
roughly +38%. Materials, +11%. Utilities, +9%. Staples, +7%. Meanwhile Tech, the sector 
everyone loves to talk about, limped in at a pedestrian +4.6%. The boring, cash-generating, 
dividend-paying sectors did the heavy lifting. Quality dividend portfolios kept pace, or led 
outright. (Source: Bloomberg Russell Large Value Index 12.31.2025 – 3.31.2026) 

Then April hit. And the tape flipped like a switch. 

Leadership rotated hard — right into the lowest-quality, most speculative names in technology. Thin margins. Heavy capital needs. Little 
to no dividend. The stuff that would've made a value investor wince a quarter earlier suddenly couldn't stop running. 

Even the word “value” started to drift. A growing slice of what gets called “value” today is really just the market's least profitable, most 
speculative semiconductor names — riding a genuine AI capacity crunch, not some balance-sheet turnaround. Let's remember a supply 
shortage in something that is essentially a commodity, is not the same thing as quality. 

And the irony cuts deeper. Large-cap software — historically the market's steadiest, most dependable cash machine — turned in one of its 
worst years. The same AI wave lifting speculative chipmakers has thrown real doubt on whether subscription software still has a moat. So, the 
“safe” bucket welcomed in the riskiest names in the market, while one of its traditionally “safest” corners took a beating. Is that business model 
permanently impaired? Nobody knows yet. Time will tell. 
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The discipline that got rewarded in Q1 suddenly looked out of step. 
Momentum took the wheel. One quarter rewarded quality. The next 
rewarded speed. 

Net: by mid-year, the market was up double digits, and we saw 
Berkshire portfolios largely keeping pace. But a handful of sectors 
and companies most people had never heard of a year ago went 
parabolic — dominating headlines, becoming the new bellwethers 
seemingly overnight. Two quarters. Two completely different tapes. 
Call it AI fever, at its best or its worst, depending where you're sitting. 

WHERE TO FROM HERE? 

So, here's the question we keep hearing from clients: with 
everything going on in the world, how is the market up this much? 

It's a fair question. 

On the surface, corporate earnings keep beating expectations. 
Consensus estimates still call for roughly +17%, +15%, and +11% 
S&P 500 earnings growth over the next three years. (Source: 
Bloomberg.) Good news, right? 

But dig one layer deeper and there's a wrinkle. Reported earnings 
— especially in tech — look strong. Free cash flow tells a different 
story in some cases. Companies are pouring billions into AI 
infrastructure, and a lot of that spend is being capitalized rather than 
expensed. That investment might pay off down the road. Right now, 
though, it's cash going toward growth, not back to shareholders in 
the form of dividends. 

So, picture a market running hot on speculation, with almost no fear 
priced in anywhere. Earnings already have a high bar to clear. Now 
stack persistently high inflation on top of that. Add rising bond yields. 
Add the real possibility of cracks somewhere in private credit 
markets. 

We're not going to pretend we can predict exactly how that plays 
out. We'll let the “chips” fall where they may — and stay focused on 
our own formula. 

Because at Berkshire, that formula has never changed: over time, 
businesses get valued by their ability to generate cash, earn 
attractive returns on capital, and grow those cash flows. 

Innovation matters. We're not arguing otherwise. But valuation 
matters too. 

THE THINGS THAT TECHNOLOGY CANNOT 
REPLACE 

Watching the enthusiasm around artificial intelligence, we keep 
coming back to a bigger question —one that has nothing to do 
with earnings estimates or the market for that matter. 

We're told that within a few short years, AI and robotics might 
drive our cars, cook our meals, answer our questions, write our 
emails, diagnose our illnesses, teach our kids, manage our 
money, maybe even fight our wars. 

Some of that will genuinely make life better. It'll save time, boost 
productivity, cut costs, solve problems that used to feel 
unsolvable. 

But amid all the noise, here's the question actually worth sitting 
with: 

What becomes more valuable in a world where almost everything 
can be automated? 

Our answer: the human experience. 

Technology can hand you information instantly. It can 
summarize, recommend, calculate, and perform. What it can't 
do is replace the things that make us human. 

It can't sit with a family in the middle of a hard decision and read 
the emotion in the room. It can't comfort a friend who just lost 
someone. 

It can't celebrate a milestone with you and mean it. 

It can't replace the judgment that only comes from years of 
experience, or the trust that only gets built over time. 

A great teacher does more than deliver information. A great 
doctor does more than diagnose. A great coach does more than 
call the play. We could go on. 

And maybe that's the real irony of this moment: the more 
abundant information gets, the more automated our tasks 
become — the more valuable a genuine human experience 
becomes. We suspect the same is true of relationships. 
Thoughtful conversations, personal attention, and knowing there 
are real people who understand your goals and concerns are 
qualities that never seem to go out of style. Technology will 
continue to evolve, but we remain committed to the timeless 
work of listening carefully, communicating openly, and serving 
our clients with the care and attention every relationship 
deserves. 
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DISCLAIMER  

Berkshire Dividend Growth SMA is available through various custodians, broker-dealers and UMA providers. This email is Intended for Institutional and advisor use 
only. This email 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 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 © 2026 Berkshire Asset Management, LLC, All rights reserved. 
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