
 

 

16 YEARS, 16 REASONS NOT TO INVEST?  

2026 is off to a wild start – to say the least! We will unpack the year’s events soon enough, but 

we believe dividend stocks “passed the test” again. We continue to see their combination of 

steady cash flow, generally strong balance sheets and reasonable v aluations providing solid 

downside protection in a volatile market.  

 

 

 

 

 

 

HOW DID 2026 UNFOLD, AND WHERE DO WE GO FROM HERE?  

It’s been anything but a straight line, and the headline index numbers don’t tell the whole story.  

Act I: Too Much Enthusiasm  

Early 2026 picked up where 2025 left off —  investors were infatuated with growth investing and 

the latest tech paradigm. AI names were being stuffed into everything: indexes, “value” funds, 

moderate allocation models. The market was beginning to broaden af ter a massive AI -driven 

run, but crowding in mega -cap tech and AI remained very real.  

Act II: The Quiet Rotation  

Then, without much fanfare, things started to shift. Value stocks began to rally. Energy, staples, 

industrials, and materials posted double -digit returns through the end of February. Lower -

valuation international stocks continued their upward pace. Value p eaked, up ~7% the Friday 

before Iranian airstrikes began, while growth was down ~5% over the same period. The growth 

selloff —  fueled by a rotation out of frothy AI and mega -cap growth and jitters in private credit 

—  appeared to just be getting underway. ( Source: Bloomberg)  

Act III: Iran —  And the Plot Twist Nobody Scripted  

On February 28th, strikes on Iran sparked the ongoing conflict. Oil jumped above $100. The threat of sustained high prices pu shed 

stagflation concerns to the forefront, and the 10 -year Treasury surged from 3.95% to over 4.40%. The dollar strengthened as in flation 

control became a priority, removing an easy -money tailwind. A stronger dollar, in turn, pressured international stocks that had been 

benefiting from rising local prices and currency appreciation.  

Sector Reaction  

Predictably, the oil and energy sector led the quarter, rising 30 –40%. Utilities, a classic defensive sector, held up well but face potential 

headwinds from higher interest rates. Consumer defensive stocks, which were strong before the strikes, faltered la ter in the quarter 

amid fears of sticky inflation, rising input costs, and soft demand. They still ended positive for the quarter.  
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Technology stocks were hit hard, with several tech names down 20% or more. High starting valuations played a role, but the bi gger 

factor has been AI -driven disruption, particularly from companies like Anthropic. AI is beginning to automate core functions a cross 

software, consulting, and data services —  tasks these companies built entire businesses around. In many ways, the software industry 

has almost “invented” a toolset that now threatens to devour its own market.  

Financials, a top -performing sector last year, struggled this quarter. Geopolitical uncertainty and recession fears contributed, but the 

bigger factor has been the proliferation of private credit. Over the past years, hedge funds and other non -bank lenders  have stepped in 

to fund everything from LBOs to working capital, often with looser underwriting. While some see these non -bank entities as an efficient 

capital source, others worry loans are being made to borrowers who wouldn’t meet traditional bank stand ards. High -profile failures have 

raised questions: What are the underlying loans worth? Is there enough transparency? Was capital simply deployed to generate sponsor 

fees? This $1.5 –$2 trillion question will need resolution regardless of the market outcome . 

BERKSHIRE DIVIDEND STRATEGY: COMPANY HIGHLIGHTS   

Some holdings mirrored broader sector trends —  our energy positions and defense -related holdings rose sharply. Others were shaped 

by individual company developments.  

The portfolio saw numerous dividend increases in the past three months: Dell (+20%), Schwab (+18%), Waste Management (+14.5%) . 

Pepsi, Chevron, Chubb, and Walmart raised dividends 4 –6%. Appreciation was notable from Hershey (lower input costs), Honeywell 

(successful spin -off), and Deere (increasing recurring revenue versus equipment sales).  (Source: Bloomberg)  

Conversely, some companies faced unique headwinds. Qualcomm , down roughly 24%,  struggled with memory supply and 

diversification.  Microsoft, down roughly 23%,  faced valuation pressure amid a technology rotation. Abbott Labs issued weak guidance. 

General Mills wrestled with higher input costs and soft demand.  (Source: Bloomberg)  

ACT IV: SO WHAT DO YOU DO WITH ALL OF THIS?   

We cannot predict whether the Iran conflict will be short -lived or prolonged, and we won’t try to handicap it. We continue to advise 

investors to remain invested in high -quality businesses that can compound capital even in difficult environments —  especial ly those 

paying dividends. The income machine doesn’t stop because headlines are loud. Companies that write checks every quarter —  and 

raise them —  are exactly the businesses built for this environment.  

We remain laser -focused on upgrading portfolio companies for the long term and will look to use volatility to our advantage.  

16 YEARS, 16 REASONS NOT TO INVEST ? 

Q1 '26 is a reminder of what's been true for 

some time… Every year brings a new reason to 

sit on the sidelines. This chart pairs each year's 

headline risk with the market's worst drawdown 

—  and shows how Berkshire's dividend income 

grew through it all.
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DISCLOSURES  

Annual Income Change represents the year -over -year percentage change in total dividend income collected by the Berkshire Dividend Strategy model portfolio, net 
of a 1.00% annual fee. The calculation measures the change in aggregate dividends received from portfolio holdings from one calendar year to the next, expressed 
as a percentage. Dividend data is sourced from Bloomberg. Annual Income Change is representative of a characteristic of the B erkshire Dividend Strategy and is 
not intended to be a representat ive of Berkshire Dividend Strategy’s portfolio performance. Portfolio and strategy characteristic are subject to change based  on 
differences in account size, timing of contributions and withdrawals, individual security selection, and other factors. These  figures are based on a hypothetical 
model portfolio and do not represent the performance of any individual client account. Actual client results will vary due to  differences in account size, timing of 
contributions and withdrawals, individual security selec tion, and other factors. Model portfolio results are calculated and maintained by Berkshire Asset 
Management. The model assumes full investment in the Berkshire Dividend Strategy with dividends received in cash and reinvest ed at Berkshire’s discretion for 
purposes of this calculation. Any securities mentioned represent a partial list of holdings whereas Berkshire portfolios typi cally contain approximately 30 -40 
securities in percentage weightings ranging from 1 -5%. A complete list of holdings from a represe ntative account is available upon request. Past income growth is 
not a guarantee of future income growth, and dividend payments are subject to change or elimination at the discretion of the issuing company.  

The S&P 500 Index maximum drawdown data is included for reference purposes only to illustrate general market conditions durin g each respective period and is 
not intended as a direct comparison to the Berkshire Dividend Strategy or as a basis for making inv estment decisions. The maximum drawdown is the drawdown 
experienced in each respective calendar year. The S&P 500 Index is an unmanaged index of 500 widely held stocks and is not av ailable for direct investment. Index 
performance does not reflect the deduc tion of fees, expenses, or taxes. Annual Income Change figures reflect the Berkshire Dividend Strategy model portfolio, 
gross of fees. Past performance is not indicative of future results. S&P 500 maximum drawdown data sourced from Bloomberg.  

The Berkshire Dividend Strategy inception date is July 1, 2009. Calendar year 2009 has been excluded from this table as it re presents a partial year without a prior 
completed reference year and is therefore not representative of full -year Annual Income Cha nge or maximum drawdown data. Full -year reporting begins January 1, 
2010. The reported Annual Income Change for 2010 is based on a comparison to a partial year for 2009.  

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 purc hase or sell any security or make any other type of investment or investment decision. In addition, the Third Party Content i s 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 attr ibution 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 m odify portfolios and strategies if it believes 
such modifications woul d be in the best interests of its clients. Model portfolios may or may not contain any specific security at any time, and dec isions 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 regist ered trademark of CFA 
Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or q uality 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 w ith higher price -to-book ratios 
and higher forecasted growth va lues. 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 Adjuste d) estimate returns Earnings Per 
Share from Continuing Operations, which may exclude the effects of one -time and e xtraordinary 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 negat ive 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, an d there can be no assurance that any 
specific investment will either be suitable or profitable for an individual’s investment portf olio. 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 m entioned by Berkshire can be met. Berkshire’s equity style may focus its investments in certain sectors or industries, thereb y 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 informati on 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 pr esentation shall construe 
investment advice. This presentation is for informational purposes only. Views, comments or research ment ioned 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 sect or is used to explain the portfolio 
manager’s rationale for portfolio deci sions or philosophy. Research or financial statistics cited regarding securities or sectors do not contain all material infor mation 
about them. Any securities mentioned represent a partial list of holdings whereas Berkshire portfolios typically contain app roximately 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 me ntioned 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 condit ions, 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, presen tations 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.  Indi vidual accounts will vary.  
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