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You are buying a 
portion of a company 
to get a share of its 

earnings.



  

A company pays 
dividends from 

earnings to attract 
investors to raise 

capital or they may 
invest those earnings 
to grow the business.



  

Why Are You Buying?
● Income
● Diversification
● Lower risk
● Income with growth potential
● Other



  

Items to Consider
● Risk (Intel & AT&T)
● Investing time horizon
● Asset allocation
● Asset location:

tax deferred (IRA & 401K)
tax free (Roth IRA)
taxable accounts



  

Knowledge of the 
Company

● Do you understand the business
● Company position in the marketplace
● Well established brand or newcomer
● Industry prospects
● The less you know, the greater your 

personal investment risk



  

Key Items
● Dividend yield (& stock price)
● Dividend payout history
● Dividend increase history
● Dividend payout ratio

   (total dividends paid / net income)



  

Other Key Items

● P/E ratio (price / earnings per share)
● Beta (volatility compared to market)
● Earnings history & future outlook
● Analyst recommendations



  

Expert Analysis
● Financial statements (& footnotes)

balance sheet
income statement
SEC 10K filing

● Company annual reports (& footnotes)
● Insider trading information
● Investment tools 



  

Dividends & Total Returns



  

Dividends & Total Returns



  

Dividends & Total Returns



  

Dividends & Total Returns



  

Reinvested Dividends
● May increase long term returns
● Are still taxable in after tax accounts in 

the year that they are paid
● Need to keep track of reinvested 

dividends as they increase total cost 
basis (since you paid taxes on them)

 



  

Dividend Yields



  

Dividend Yields



  

Dividend Yields



  

Yield Trap?



  

Dividend Taxation
(Taxed Twice – Company & You)

● Qualified dividends are taxed at capital 
gains rates in after tax accounts

● Qualified dividends are defined by 
specific IRS criteria

● Qualified dividends in IRAs & 401Ks are 
taxed as ordinary income when 
withdrawn

● Dividends in Roth IRAs are not taxable 
when withdrawn according to IRS rules



  

Dividend Taxation



  

Stock Losses
● Hold, sell or gift losers
● Gifting stocks

cost basis stays the same
●  Advantages of gifting losers

- gift losers to avoid step down
- potential for partial non taxable 
  gain to recipient



  

Which Dividend Stocks?
● Dividend ETFs
● Dividend Kings (50+ years)
● Dividend Aristocrats (25+ years 

S&P 500 only)
● Dogs of the Dow (10 highest yield of 30)
● Growth Stock Dividends
● Total Stock Market Yield approx 1.0%



  

Dividend Kings



  



  

Dividend Kings
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Dividend Aristocrats

The S&P 500 Dividend Aristocrats 
Index is a list of public companies 
that have increased their dividend 
payments consecutively for at 
least 25 years. 



  

Some Dividend Aristocrats



  

Procter & Gamble

      Review 3 PDF Files



  

Vanguard Website
ETF Comparison

      Review PDF File



  

ETF Comparison
(Market or Equal Weight? 39% vrs 19% Tech Sector)



  

Market or Equal Weight? 39% vrs 19% 
Tech Sector



  



  



  



  

Questions


