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The Quality Dividend Strategy seeks to provide capital preserva on and generate a rac ve current income and long‐term capital
apprecia on by eﬃciently managing a focused and diversified por olio of high‐quality, higher‐dividend‐paying stocks.
Commentary and Outlook

Overview

Seeks to construct a focused, equal‐weighted

Other than a minor rebalancing trade, there were no changes to the por olio in
September. However, four stocks announced dividend increases:
–

Two consumer related stocks raised dividends, with increases of 7.4%
and 2.9%

–

One of our telecommunica ons stocks had a 2.2% increase

–

A major bank raised its dividend 12%, its second increase this year

por olio of 25 high‐quality, high‐yielding stocks
that provide the highest possible dividend yield
within the constraints of quality, capital
preserva on, and diversifica on


Seeks to provide income‐seeking investors a
superior alterna ve to inves ng in bonds

By the end of September, 23 of our 25 stocks had raised dividends for 2017 with the
increases averaging 7.5%. For the full year we now believe that 24 of the 25 holdings
will raise dividends for the year. One stock completed a merger during the quarter,
and is expected to resume dividend growth in 2018.
At the end of September, the por olio yielded 3.7%. The average payout ra o for 2017
is forecast at 61%, the por olio beta was 0.7 and the average market capitaliza on
was $147 billion. The P/E ra o looking out 12 months was 17.6x.

Recent Changes

Top Ten Holdings by Yield
Symbol
OHI
T
VZ
SO
ENB
QCOM
DUK
IBM
GE
PM

Company Name
Omega Healthcare Investors, Inc.
AT&T, Inc.
Verizon Communications, Inc.
The Southern Co.
Enbridge, Inc.
QUALCOMM, Inc.
Duke Energy Corp.
International Business Machines Corp.
General Electric Co.
Philip Morris International, Inc.

Yield
8.0%
5.0%
4.8%
4.7%
4.7%
4.4%
4.2%
4.1%
4.0%
3.9%

Price
$31.91
$39.17
$49.49
$49.14
$41.84
$51.84
$83.92
$145.08
$24.18
$111.01

September 2017
No changes

The yield informa on included is as of the period indicated and should not be considered a
recommenda on to purchase, hold, or sell any par cular security. There is no assurance that
any of the yields noted will remain and may vary over me.

Number of Holdings
Market Cap ($Billion)
Dividend Yield
Price/Earnings (F12M)
Beta
Payout Ratio ‐ 2017 est.
Moody's Debt Rating
Dividend Growth ‐ 2017 YTD

Represents Weighted Avgs.
25
$147.4
3.7%
17.6
0.7
61%
100% Inv. Grade
7.5%

Sector Alloca on
Consumer Staples
Health Care
Information Technology
Materials
Energy
Financials
Industrials
Telecommunication Services
Real Estate
Utilities
Consumer Discretionary

The strategy has three goals
1) Provide asset preserva on
2) Generate a rac ve current income
3) Develop growth in current income
Investment process combines quan ta ve and
qualita ve approaches
Invests in stocks based on the following criteria:
Quan ta ve model selects por olio candidates
based on quality, momentum, valua on, and
meliness criteria
Por olio manager provides insights that
leverage fundamental research
Diversified across industry sectors with a sector
maximum of 20%

Por olio Management Team

For illustra ve purposes only and not intended as personalized recommenda ons.

Key Por olio Sta s cs

Highlights

14.7%
12.2%
12.2%
8.5%
8.3%
8.0%
7.9%
7.9%
7.3%
7.2%
4.2%

Larry C. Baker, Senior Por olio Manager:
More than 30 years of investment experience
Managing Director and Security Analyst –
Legg Mason
Vice President and Security Analyst –
Dillon, Read & Co.
First Vice President and Security Analyst –
E. F. Hu on
Award‐Winning Stock Picker
Three‐ me member of Ins tu onal Investor's
All‐American Research Team
Forbes/StarMine All‐Star Analyst
The Wall Street Journal Best on the Street
Educa on
B.S. – United States Military Academy
Masters in Finance – Sloan School of
Management, Massachuse s Ins tute of
Technology

The specific securi es iden fied and described herein do not represent all of the securi es
purchased, sold, or recommended to advisory clients, and the reader should not assume that
investments in the securi es iden fied and discussed were or will be profitable. A complete list of all
recommenda ons made by the firm is available upon request.
Larry C. Baker, CFA
Senior Por olio Manager

Michael S. Scherer
Senior Por olio Manager
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Superior Performance of High‐Yield Stocks in Decumula on

Performance Advantage of High‐Dividend Stocks

12/31/72– 12/31/2012 | Annual withdrawals star ng at 4.5% & increasing with infla on

12/31/1989 ‐ 9/30/2017
High‐Dividend
Stocks(1)
2175.22%
S&P 500 Total
Return
1188.31%

Bonds(2)
413.81%

Top 50% S&P 500
Dividend Payers
$3.4 Million

$100,000

Barclays U.S. Inv. Grade Corporate
Bond Total Return Index
Out of Money in Year 24

S&P 500 Total Return
Out of Money in Year 24
Dec. 31, 1989

Sept. 30, 2017

Source: Bloomberg | Includes Dividends | Monthly Data
1 S&P 500 Dividend Aristocrats Total Return
2 Barclays Capital Aggregate Bond Index

1973

1997

2012

Source: Ned Davis Research | Includes Dividends | Monthly Data | Net of 1% Fees
Copyright 2017 Ned Davis Research, Inc. Further distribu on prohibited
without prior permission. All Rights Reserved. See NDR Disclaimer at
www.ndr.com/copyright.html. For data vendor disclaimers, refer to
www.ndr.com/vendorinfo/.

About EquityCompass Strategies
EquityCompass Strategies is a research and investment advisory unit of Choice Financial Partners, Inc., an SEC
registered investment adviser oﬀering a comprehensive range of investment por olios and products to
ins tu onal and individual investors.
Subsidiary of S fel Financial Corp.
Choice Financial Partners is a wholly owned subsidiary and aﬃliated SEC registered investment adviser of S fel
Financial Corp. (NYSE: SF)

As a S fel company, we are able to leverage the resources and global infrastructure of our parent and/or
aﬃliates for risk management oversight, trading, record keeping, repor ng, and risk control, while s ll
maintaining the autonomy and service of a pure investment firm.
A Rules‐Based Approach to Investment Management
We employ a structured and fully‐transparent investment process that combines tradi onal fundamental
analysis with sophis cated quan ta ve modeling.
Extensive Experience

The EquityCompass investment team has been providing quan ta ve based strategies for equity por olios
on the S fel pla orm since 2006

We have been publishing investment research, analysis, and advice since 2001

The investment team is led by Richard Cripps, CIO
– Former Managing Director of Por olio Strategy at S fel and former Chief Market Strategist and
Co‐Chairman of the investment commi ee at Legg Mason Wood Walker, Inc.

About S fel
Founded in 1890, S fel is one of the
leading financial services firms in the U.S.
providing full‐service wealth management
and investment banking services. S fel is a
leading underwriter and advisor for
companies and a top provider of trade
execu on and securi es distribu on with
na onally recognized research and a suite
of asset management strategies.

The informa on contained herein has been prepared from sources believed to be reliable but is not guaranteed and is not a complete summary or statement of all
available data nor is it considered an oﬀer to buy or sell any securi es referred to herein. Securi es discussed in this material were selected because they had
dividend increases or decreases in the most recent period and not based on any measurement of performance of the underlying security. EquityCompass Strategies is
a research and investment advisory unit of Choice Financial Partners, Inc., a wholly owned subsidiary and aﬃliated SEC registered investment adviser of S fel
Financial Corp. For informa on about S fel’s advisory programs, including fee structures, please contact your Financial Advisor to request a copy of the S fel’s ADV
Part 2A or equivalent disclosure brochure. Aﬃliates of EquityCompass Strategies may, at mes, release wri en or oral commentary, technical analysis, or trading
strategies that diﬀer from the opinions expressed within. Opinions expressed are subject to change without no ce and do not take into account the par cular
investment objec ves, financial situa on, or needs of individual investors. The S&P 500 Index is a broad market index that tracks the performance of 500 stocks from
major industries of the U.S. economy and is generally considered representa ve of the U.S. large capitaliza on market. The S&P 500 Dividend Aristocrats Index
measures the performance of large cap, blue chip companies within the S&P 500 that have followed a policy of increasing dividends every year for at least 25
consecu ve years. The Barclays Capital Aggregate Bond Index is an index used as a benchmark to measure the rela ve performance of bond funds. The index includes
government securi es, mortgage‐backed securi es, asset‐backed securi es and corporate securi es to represent the universe of bonds in the market. The maturi es
of the bonds in the index are more than one year. The Barclays Capital U.S. Investment Grade Corporate Bond Index represents securi es that are SEC‐registered,
taxable, and dollar denominated. The index covers the U.S. corporate investment‐grade fixed income bond market. Indices are unmanaged, do not reflect fees and
expense, and it is not possible to invest directly in an index. Due to their narrow focus, sector‐based investments typically exhibit greater vola lity and are generally
associated with a high degree of risk. No representa on is made that any strategy, model or model mix will achieve results similar to those shown in these materials,
or that any strategy will achieve the stated target return or yield, or any yield at all. Any investment involves risk, including the risk of a loss of principal. Rebalancing
may have tax consequences, which should be discussed with your tax advisor. Diversifica on does not ensure a profit or protect against loss. Changes in market
condi ons or a company’s financial condi on may impact the company’s ability to con nue to pay dividends. Companies may also choose to discon nue dividend
payments. The informa on provided should not be considered a recommenda on to purchase, sell, or hold a par cular security. There is no assurance, as of the date
of this publica on, that the securi es purchased remain in the por olio or that securi es sold have not been repurchased. Beta is a measure of the risk poten al of a
stock or an investment por olio expressed as a ra o of the stock's or por olio's vola lity to the vola lity of the market as a whole. The securi es purchased do not
represent the en re por olio and in the aggregate, may represent a small percentage of the por olio. PAST PERFORMANCE CANNOT AND SHOULD NOT BE VIEWED
AS AN INDICATOR OF FUTURE PERFORMANCE.
© 2017 EquityCompass Strategies, One South Street, 16th Floor, Bal more, Maryland 21202. All rights reserved.

