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Welcome  
Our Initial Newsletter: Contact bwclub@live.com 

Thanks 
Welcome to our first 
newsletter. Our team has 
been operating the blog 
www.thedividendmanager.
com for over two years. We 
have hopefully provided 
you with outstanding 
information on dividend 
paying stocks over this time. 

Our thesis is simple. Buy 
great dividend companies 
at discounted prices. This 
strategy has been proven to 
provide excellent long-term 
risk adjusted returns for 
investors. It lowers risk 
while providing a steady 
stream of income for any 
investor. Another critical 
element of the strategy is 
dividend reinvestment. The 
reinvestment of stocks that 
pay dividends is one of key 

elements of any 
successful dividend 
investor. My journey as a 
dividend investor began 
fifteen years ago. As a 
new portfolio manager, I 
began to research history 
and found that dividends 
have accounted for a 

large majority of stock 
returns over the last one 
hundred years. In fact, 
during multiple time 
periods, dividends have 
accounted for ALL of the 
returns. This strategy has 
worked very well for 
myself and my clients, 
especially during difficult 
periods like 2008. I hope 
that you will get the most 
from this monthly 
newsletter and use some 
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Sectors 
• • • 

Although we recommend 
stocks from all the major 
sector in the economy, certain 
sectors will always be 
preferable to our team. These 
include the healthcare, 
consumer staples, utility, 
energy, and technology 
sectors. This is due to the fact 
that these five sectors provide 
excellent diversification and 
low cross correlations.  This 
allows any investor to build a 
more diversified portfolio that 
minimizes portfolio risk over 
longer time periods. This does 
not mean we consider only 
these sectors, but that most of 
our selections will come from 
these areas. Other sectors will 
be judged based upon 
economic cycles and the 
attractiveness of the sector vs. 
history.  The merits of our 
sector approach are detailed in 
the book “The Sector 
Strategist”. The book describes 
in detail how sector investing 
can benefit your portfolio. 

“Do you know the only thing that gives me 
pleasure? It’s to see my dividends coming in.”—

John D. Rockefeller, 1896–1981 

mailto:bwclub@live.com
http://www.thedividendmanager.com/
http://www.thedividendmanager.com/
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of my ideas to reach your 
future goals.  The first article 
in this month’s inaugural 
newsletter is about the power 
of secular bear markets. 
Secular bear markets are 
vicious cycles of elongated 
underperformance in the 
markets. In these periods, 
stock prices as a whole do not 
advance. This process can 
wreck a person’s retirement 
plans. I would like to feature 
one of the most ugly periods in 
stock market history, the 
secular bear market that 
started in 1966; 
 
The Secular Bear 
Market of 1966 to 1982 

 
Figure 1.3: Dow Price 
Chart from 1966 to 1982 
 
To better understand the 
power of dividend 
investing, it is critical to 
understand that the stock 
market does not always 
advance. In fact, there have 

been four major periods 
since 1906 that the Dow 
Jones Industrial Average 
has traded water. This 
includes 1906-1924, 1929-
1954, and 1966-1982. Here 
is a look at the long secular 
bear market that started in 
1966.  On February 9, 1966, 
the Dow reached 995.15—
within striking distance of 
1,000. From then until the 
end of 1982, both the US 
economy and markets were 
battered by a combination 
of rising interest rates and 
commodity prices. The 
Dow would flirt with 1,000 
again and again throughout 

the period, but it would 
always fall back into a rigid 
range somewhere between 
500 and 1,000. The mood 
among investors who 
followed a buy-and-hold 
strategy over the course of 
this long-lasting secular 
bear market can be 
summarized in a single 

word—irritated. The index 
spent the eighteen years 
following that dazzling 
peak in February 1966 in a 
series of political and 
economic quandaries.  

First, the credit crunch 
of 1966 soured the markets. 
In early 1966, the US 
economy was entering its 
sixth year of relentless 
expansion, high economic 
growth, and low inflation. 
The unemployment rate 
was very low, only 4 
percent. But during the first 
eight months of 1966, 
business and government 
sectors placed weighty 
demands for funds on the 
money and capital markets. 
US corporations had raised 
an astonishing $13 billion 
in new cash from the sale of 
stock securities—an 
increase of 25 percent over 
1965.  

To slow this growth and 
the resulting precipitous 
rise in new capital, Federal 
Reserve Bank (Fed) policies 
became much more 
restrictive over the summer 
of 1966 via open market 
operations and reserve 
requirement policy.  

This period, which 
became known as the Fed 
Credit Crunch, is 
recognized as the first 
noteworthy post-World 
War II financial crisis, 
namely because it was the 
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first important intervention 
by the Fed since the war. 
The Dow fell by 22 percent, 
reaching 744 in October of 
that year. It climbed back to 
the mid-900s by 1967, only 
to falter once again due to 
worldwide concerns over 
the Vietnam War.  

The index spent the next 
two years fluctuating in a 
narrow trading range. 
Rising inflation, increased 
deficits caused by defense 
spending, and monetary 
tightening sent the Dow 
into a dive by the start of 
1969. An ensuing economic 
recession put an additional 
damper on investors’ 
confidence, and the 
markets endured a vicious 
losing stretch, falling nearly 
by a third in 18 months.  

The market continued 
rattling around until 
student anti-war protesters 
were killed at Ohio’s Kent 
State University in May 
1970. The Dow was 
pummeled, falling by 7 
percent over a two-week 
period.  

In late 1972, the Dow 
scratched its way back up, 
reaching 1,036 on 
December 11. But the 
euphoria of crossing back 
over 1,000 was short-lived. 
A new bubble developed 
around the so-called Nifty 
Fifty stocks, which were 
hailed as the 50 best buy-

and-hold large-cap stocks 
available. This bubble led 
to one of the biggest market 
drops of the century.  

Economic and political 
turmoil ruled the day. In 
the next year, the 
Organization of the 
Petroleum Exporting 
Countries (OPEC) 
quintupled the price of oil; 
the reverberations of the 
move mired the United 
States in a deep recession. 
Between January 1973 and 
December 1974, the stock 
market’s value plunged 
45.1 percent. The largest 

part of its decline—17.6 
percent over a three-week 
period—came in August 
1974, in light of US 
President Richard Nixon’s 
resignation.  

Unemployment rose 
steadily throughout 1974, 
ultimately reaching an apex 
of 8.7 percent, the highest 
rate since 1941, in March 
1975. The prime lending 
rate among large US banks 
rose to a monstrous 15.7 
percent. 

Ultimately, 1975 turned 
out to be a solid year for 
stocks. As the Vietnam War 
finally ended, the Dow 
embarked on a two-year 
advance of nearly 60 
percent. But the market 
recovery was only brief. 

During the late 1970s, 
the United States was 
gripped by recession and 
soaring interest rates. The 
Dow stalled in 1977 and 
made no progress for the 
rest of the Carter 
administration—primarily 
because of pervasive 
stagflation, an economic 

condition that combines 
three negative factors: high 
inflation & unemployment, 
and stagnant demand.  

Economist Paul Volcker 
was appointed chairman of 
the Federal Reserve by 
President Carter in August 
1979. Volcker took office 
ready to fight inflation and 
the other maladies facing 
the US economy, and Wall 
Street responded positively. 
Ronald Reagan’s victory in 
the November 1979 election 
and the simultaneous 
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economic recovery spurred 
a sizeable market rally. 

 Two weeks after the 
Republican landslide, the 
Dow crossed the 1,000 
mark for the first time since 
the end of 1976. It then 
ascended higher, to 1,024, 
in the wake of a March 1981 
failed assassination attempt 
on Reagan. Nonetheless, 
the US economy entered a 
recession in July 1981, and 
by September, the Dow had 
plummeted to 824. That 
fall, the Fed began slashing 
interest rates to stem the 
recession, but the action 
had little effect on the 
market. Continued high 
unemployment and 
economic stagnation 
conspired to send the Dow 
below 800 in the spring of 
1982. Its descent persisted 
for the next five months.  

In June 1982, a Business 
Week article titled "Running 
Scared from Stocks" 
captured the mood 
beautifully, and its timing 
was impeccable. Two 
months later, the Dow hit 
776—rock bottom of the 
long secular bear market 
that had started back in 
February 1966.  

Another interest rate cut 
and some positive 
economic news lit a fire 
under the Dow. In the latter 
half of August, it 
skyrocketed by 16 percent 

and crossed 900. By 
November 14, it surpassed 
996 for the final time.  A 
secular bull market was 
born, and the rest of the 
Reagan years would be 
known for exceptional 
stock market gains.  

The amazing statistic 
from this long period of 
stagnation is how long it 
took for P/E ratio 
contraction.  From 1966 to 
the end of the brutal 1973–
1974 market downturn, the 
Dow went from trading at 
22 times earnings to 14 
times earnings. The next 
two temporary peaks in the 
market during the late 
1970s ended at 11.8 and 9.1 
times earnings, 
respectively.  It was only 
after the last downturn in 
1981/82 that the selling in 
the Dow would finally be 
complete.   The Dow finally 
bottomed at a paltry P/E 
ratio of 8. Although 
investors made no price 
progress during this 
period, dividend investors 
did fine. The average return 
of the Dow with reinvested 
dividends was nearly 5% 
over the period. The only 
methodology to avoid this 
type of price stagnation is 
to own higher paying 
dividend stocks that grow 
their dividends over time. 

Investors should 
continue to be wary of long 

extended cycles of 
outperformance by the 
stock markets. The stock 
market has now advanced 
for eight straight years, one 
of the longest in history. 
Only the 1990s run of nine 
consecutive positive years 
in a row beats the current 
cycle.  Thus, stocks are 
priced of perfection. Now 
the market as a whole, 
trading at 17.5 times 
forward earnings is slightly 
overvalued, but there are 
many solid companies 
trading at below market 
multiples.  
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We have always favored 

utility stocks and maintain a 
sizeable portion of dollars in 
these firms. Utility stocks 
are favored by our team 
because of their relative 
stability and high level of 
dividends. Utilities are seen 
as continual and reliable 
investments in poor 
economic periods because 
of the necessity of the 
products they provide.  

Although the utilities 
sector can be sensitive to 
changes in commodities 
prices, such as coal or 
natural gas, utility 
companies can typically 

pass those costs along to 
consumers. The chart above 
presents an investment in a 
utility fund, the XLU. It 
holds over 25 large utility 
companies.  

As you may see on the 
chart, utility stocks have 
underperformed since July 
by a substantial margin. 
This is due to investors 
seeking material & 
industrial companies along 
with financial companies. 
But we think for 2017, at 
least in the first half, utilities 
will shine again. The price 
of the fund has recently 
broke through $48 a share 
and we think shares of the 

fund could rise to $55 
sometime in 2017. Within 
the sector our favorites 
remain Duke Energy, 
Dominion, and Southern. 
All are part of our Top 100 
stocks and in our model 
portfolio.  

Utilities do pay on time  
dividends, outpaced only 
by the consumer staples 
sector in that regard. The 
average dividend yield for 
the utilities sector as of 
January 10th, is about 3.6%.  

 
The low risk of utilities 

(many electric companies are 
legal monopolies) and the 
unswerving income they 

Utility Stocks are Technically Attractive 
• • • 

 
Chart 1; Source: Big Charts 
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offer are appealing for any 
dividend investor. The 
sector always maintains one 
of the lowest betas in the 
market. The past few years 
of ultra-low interest rates 
have augmented the 
utilities’ profits. One big 
issue for investors is utility 
stock valuations. However, 
as the chart above indicates, 
utility stocks are actually 
trading at a substantial 
discount to their own 
fifteen-year average vs. the 
market. The wrong time to 
be overweight utility stocks 
was 2011, when the stock 
market struggled while 
utility stocks remained 
steady. This resulted in 
utility valuations rising to 

historic proportions versus 
the S&P 500. Since that point 
in time, and despite the 
sharp price rise in early 
2016, utility stocks are 
trading at the lowest 
valuation in six years. As 
contrarian dividend 
investors, we feel that utility 
stocks offer terrific value 
versus the market at 
present.  

Another reason for 
concern with utility stocks is 
rising interest rates. 
However, the evidence is 
mixed in this area. During 
the interest rate tightening 
cycle of 2004 to 2007, utility 
stocks rose also. Interest 
rates rise when economy is 
durable, jobs are plentiful, 

consumerism is pulsating, 
and inflation is rising. Thus, 
while the wide-ranging 
attitude toward utilities is 
that they are stocks to be 
avoided during 2017, we are 
taking the opposite track. 
Utility stocks are far under 
owned versus other sectors 
by mutual fund managers. 
With valuations at decade 
lows, high yields, and 
promising technical 
outlook, we believe utilities 
will be compelling sector to 
own throughout 2017.  

 

Valuation of Utility Stocks – Chart 2 
• • • 
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The chart above is the 
Investors Intelligence 
reading, which measure 
investor confidence. At 
present, there are less than 
40% of investors that believe 
that the market will fall 
(bears & corrections).  Just a 
few months ago, right 
before the Brexit vote, 
investors were much more 
confident. We think that 
with bears in hibernation, 
an astute dividend investor 
should keep some cash on 
hand or hold off reinvesting 
those dividends for a better 
entry point. Few pundits 

predicted that 2016 would 
end with a good stock 
market.  We were in that 
camp as well as earnings in 
late 2015 were very poor 
and the market expensive. 
Most thought 2016, 
including us, would result 
in flat returns in the U.S. 
and abroad (although that 
was true overseas). We 
projected better returns for 
utility and energy stocks. 
We were correct in our 
assessment. We also had a 
preference for a few 
financial stocks including T. 
Rowe Price and MetLife. 
Both stocks did very well 

last year. But at this point in 
time, many financial, 
energy, industrial, and 
material stocks have run too 
far, too fast.  

Going into this year we 
think those stocks that got 
punished last year 
including pharmaceuticals 
will be the winners in the 
next year. 

Although we are 
positive overall on the 
markets for next year, we 
think that there will be quite 
a bit of volatility with 
President Trump. And, that 
the second half of the year 
will most likely be better 

• • • 
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than the first half.  Risks in 
the first half of the year are 
plentiful. Including the 
President’s first 100 days 
and also Brexit.  

Yes, Brexit, which 
everyone has conveniently 
forgotten about. Talk of 
“hard Brexit”, in which the 
UK forgoes single-market 
access to have full control 
over its borders, has been 
sidelined by our election 
and daily tweets.  But the 
Brexit could have a major 
impact next year on the 
future of the euro currency 
with France, Holland, Italy 
and Germany holding 
elections in the first half of 
2017.  

If anti-euro movements 
gain the upper hand 
elsewhere, even Germany 
may reassess saving it. A 
collapsing European Union 
is not at all priced into the 
capital markets. 

Our other large concern 
is oil. Oil supply from the 
world’s biggest producers 
will be in focus as investors 
assess the extent to which 
countries such as Saudi 
Arabia and Russia follow on 
their promises to reduce 
production.  There will also 
be a large focus on our own 
shale producers and 
whether or not they ramp 
up production that offsets 
the supposed OPEC agreed 
to cuts. Many of our 

Financial & energy stocks 
did very well, but other 
sectors fared poorly. There 
were as many big drops 
(Nike down 18%) as there 
were stock winners. As for 
the next twelve months, 
investors have taken a leap 
of faith that the combination 
of fiscal stimulus and less 
onerous regulations under 
the new President will not 
only spark the economy, but 
left the stock markets to 
ever expanding heights.  

 But beware the 
consensus.  Consensus last 
year was very negative, 
while this year it is 
downright giddy.  It’s 
important to consider 
possible negative factors 
that might pop up.  

If the economy does pick 
up steam, then interest rates 
will continue to rise. The 
last time there was a 
substantial and rapid rise in 
interest rates was more than 
two decades ago — in 1994. 
At the time, much of the 
financial world failed to 
anticipate the speed and 
pace of interest rate 
increases announced by the 
Federal Reserve Bank — 
which led the yield on 10-
year Treasuries to jump 2 
percentage points in the 
space of five months.  We 
just witnessed after the 
election a near 1 percent 
move in interest rates. 

Another 1 percent move 
could easily slow down the 
housing market and with it 
the economy.  At present, 
investors expect Federal 
Reserve Chair Janet Yellen 
and her colleagues to raise 
rates 3 times in 2017. Should 
Ms. Yellen move too fast the 
repercussions could be 
severe. Since 1945, 6 of the 
12 tightening cycles have 
resulted in a U.S. recession 
within two years.  

We hope this won’t be 
the case in 2017/18. If it does 
though, high dividend 
stocks within the utility, 
healthcare, and staples 
stocks will perform well.  

 
 
We are overweight the 

following sectors for 2017; 
 

1. Utilities 
2. Healthcare 
3. Financials 

 
 
 
We are underexposed to these 
sectors; 
 

1. Discretionary 
2. Industrials 
3. Materials 
4. REITs 
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We are slightly above or below 
the index in these sectors. 
 

1. Technology 
2. Telecom 
3. Energy 
4. Staples 

 

 

Our focus for this month’s 
newsletter is the utility 
sector, which we 
described in detail above 
& in the tables.   
 
We feel the sector offers 
the most value in the first 
half of 2017 of any other 
sector.  

Utilities Table 
Listed by Market Cap – Our favorites are highlighted 

• • • 

Company Ticker 
Price 

1/18/17 
Price 

12/31/16 
Price 

12/31/15 

2017 
YTD 
Price 

Change 

2016 
YTD 
Price 

Change 
% 

Yield CAP Beta  

P/E 
Ratio 
2017 

Nextera Energy NEE $120.03 $119.46 $103.89 0.5% 15.0% 2.90% 58 0.6 19.84 

Duke Energy  DUK $77.50 $77.62 $71.39 -0.2% 8.7% 4.39% 55 0.6 16.15 

Southern Co SO $49.62 $49.19 $46.79 0.9% 5.1% 4.47% 48 0.55 16.82 

Dominion Res D $76.17 $76.59 $67.64 -0.5% 13.2% 3.68% 47 0.6 18.14 

Exelon Corp EXC $35.71 $35.49 $27.77 0.6% 27.8% 3.53% 31 0.65 12.75 

PG&E Corp PCG $61.46 $60.77 $53.19 1.1% 14.3% 3.08% 30 0.65 15.76 

American Elec. PWR AEP $63.46 $63.96 $58.27 -0.8% 9.8% 3.39% 29 0.6 16.07 

Sempra Energy  SRE $103.78 $100.64 $94.01 3.1% 7.1% 2.86% 26 0.8 20.15 

PPL Corp PPL $34.54 $34.05 $34.13 1.4% -0.2% 4.40% 24 0.7 16.07 

Edison International  EIX $72.30 $71.99 $59.21 0.4% 21.6% 2.66% 23 0.55 17.42 

Consolidated Edison ED $74.43 $73.68 $64.27 1.0% 14.6% 3.60% 23 0.55 17.93 

Xcel Energy  XEL $41.33 $40.70 $35.91 1.5% 13.3% 3.24% 21 0.6 17.97 

P.S. Enterprise GP PEG $44.18 $43.88 $38.69 0.7% 13.4% 3.71% 21 0.7 15.50 

Wisconsin Energy  WEC $59.38 $58.65 $51.31 1.2% 14.3% 2.93% 17 0.6 19.15 

DTE Energy  DTE $98.89 $98.51 $80.19 0.4% 22.8% 2.99% 17 0.6 18.48 

Ameren  AEE $52.36 $52.46 $43.23 -0.2% 21.4% 3.28% 12 0.65 18.70 

Entergy Corp ETR $71.89 $73.47 $68.36 -2.2% 7.5% 4.76% 12 0.65 14.98 

CMS Energy CMS $42.19 $41.62 $36.08 1.4% 15.4% 3.94% 11 0.6 19.62 

Scana Corp SCG $72.36 $73.28 $60.49 -1.3% 21.1% 3.14% 10 0.7 17.23 

Centerpoint Energy  CNP $25.68 $24.64 $18.36 4.2% 34.2% 4.01% 10 0.85 19.75 

Pinnacle West PNW $77.89 $78.03 $64.48 -0.2% 21.0% 3.21% 8.4 0.7 18.11 

Alliant Energy  LNT $37.70 $37.89 $31.23 -0.5% 21.3% 3.13% 8.2 0.8 18.85 
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Utilities Table 2 
• • • 

Company Ticker 
Price 

1/18/17 
Our Price 

Target 

Dividend 
Announce 

Data 
2016 

D 
2015 

D 
2014 

D 

Dividend 
Growth 

YOY 
2017 
EPS 

Nextera Energy NEE $120.03 $134.60 2/16/2016 3.48 3.08 2.9 12.99% 6.05 

Duke Energy  DUK $77.50 $91.20 7/11/2016 3.4 3.24 3.15 4.94% 4.80 

Southern Co SO $49.62 $55.79 4/19/2016 2.22 2.15 2.08 3.26% 2.95 

Dominion Res D $76.17 $87.78 1/22/2016 2.8 2.59 2.4 8.11% 4.20 

Exelon Corp EXC $35.71 $41.88 4/27/2016 1.26 1.24 1.24 1.61% 2.80 

PG&E Corp PCG $61.46 $67.75 6/28/2016 1.89 1.82 1.82 3.85% 3.90 

American Elec. PWR AEP $63.46 $70.98 10/26/2016 2.15 2.03 1.95 5.91% 3.95 

Sempra Energy  SRE $103.78 $115.66 2/22/2016 2.97 2.76 2.61 7.61% 5.15 

PPL Corp PPL $34.54 $38.91 2/5/2016 1.52 1.5 1.49 1.33% 2.15 

Edison International  EIX $72.30 $80.39 12/9/2016 1.92 1.67 1.42 14.97% 4.15 

Consolidated Edison ED $74.43 $80.66 1/22/2016 2.68 2.6 2.52 3.08% 4.15 

Xcel Energy  XEL $41.33 $43.70 2/18/2016 1.34 1.26 1.18 6.35% 2.30 

P.S. Enterprise GP PEG $44.18 $50.15 2/17/2016 1.64 1.56 1.48 5.13% 2.85 

Wisconsin Energy  WEC $59.38 $62.51 12/2/2016 1.74 1.56 1.45 11.54% 3.10 

DTE Energy  DTE $98.89 $101.63 6/24/2016 2.96 2.8 2.66 5.71% 5.35 

Ameren  AEE $52.36 $54.88 10/17/2016 1.72 1.66 1.61 3.61% 2.80 

Entergy Corp ETR $71.89 $82.24 10/31/2016 3.42 3.34 3.32 2.40% 4.80 

CMS Energy CMS $42.19 $53.65 1/22/2016 1.24 1.16 1.08 6.90% 2.15 

Scana Corp SCG $72.36 $77.28 2/19/2016 2.27 2.16 2.08 5.09% 4.20 

Centerpoint Energy  CNP $25.68 $29.13 1/9/2017 1.03 0.99 0.95 4.04% 1.30 

Pinnacle West PNW $77.89 $82.36 10/21/2016 2.5 2.41 2.3 3.73% 4.30 

Alliant Energy  LNT $37.70 $39.80 1/20/2015 1.18 1.1 1.02 7.27% 2.00 
 

Both utility tables give you all the most relevant data concerning 22 of the largest U.S. based utility 
companies. Our primary focus for investment, on a quantitative basis, for any of these stocks is a 
high relative dividend, low beta, low price/earnings ratio, quality balance sheet, and dividend 
growth. Our favorite stock at the moment is Dominion, with Duke Energy a close second.  
Dominion (D) offers a dividend yield of 3.8% and has been boosting its quarterly payout every year 
since 2009. The energy producer released its quarterly financial results in November indicating a 
strong quarter fueled by higher demand. Dominion announced a new quarterly dividend of $0.70 
last January, an 8 percent increase from the prior rate of $0.6475 per share. The company pays a 
quarterly dividend, typically in March, June, September, and December.  Dominion had one of the 
highest dividend increases in the sector last year at 8%. We expect earnings per share for the firm to 
come in at $4.20 for 2017. Dominion trades at 18 times earnings, below its all-time high of 20.5   
Dominion also maintains a low beta of .6   Our target price is $87 a share.  
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Utility Stocks (continued) 
• • • 

Duke Energy (DUK) is our second favored utility company. It offers a higher dividend yield than 
Dominion of 4.4% and has been boosting its dividend payout every year since 2007.  Duke 
announced a regular quarterly dividend of $0.855, a 4 percent increase from the prior rate of $0.825 
per share. The company completed the acquisition of North Carolina-based, Piedmont Natural 
Gas, in October which will help it expand its exposure to natural gas. The company pays its 
dividends in March, June, September, and December. Duke’s stock price rose by 8% last year, 4% 
lower than Dominion. It also trades at a price/earnings ratio of just over 16, below that of 
Dominion. Our target price for Duke is $91,20, based upon it trading up to 19 times 2017 earnings 
of $4.80  Duke last traded at 19 times earnings in 2012.  Its stock is also maintains low volatility, or 
beta of .6   The reason we prefer Dominion slightly over Duke is its slightly higher growth rate in 
both earnings and dividends. But both companies are of high quality and offer compelling 
dividend yields.  

The other two firms we own within the model portfolio are Southern and CMS.  Southern 
Company (SO) has a dividend yield of nearly 4.5% and has been increasing its dividend annually 
every year since 2002. The utility firm announced a regular quarterly dividend of $0.56, a 3 percent 
increase from the prior rate of $0.5425 per share in April of 2016. The company recent completed its 
merger with AGL Resources, which makes it the second largest utility company in the United 
States. The higher ranking also reflects Southern’s consistency of earnings and very low beta. 
Investors of Southern Company receive dividend payments quarterly, in March, June, September, 
and December. Although Southern’s growth rate is lower than others within the group, it has the 
highest safety profile of any major utility company.   CMS Energy (CMS) has a current dividend 
yield of about 3% and has been increasing its dividend every year since 2012. CMS is an energy 
company, which focuses on providing services primarily in Michigan. The utility firm announced a 
regular quarterly dividend of $0.29 per share in January, a 7 percent increase from the prior rate of 
$0.27 per share. The firm has a higher price/earnings ratio than other firms we like, but its solid 
growth rate combined with a 3% plus yield make it a solid investment in our mind. The company 
pays its quarterly dividends in February, May, August, and November. 

Our model portfolio is listed below. It has 29 stocks with holdings in all major industries, with the 
exception of materials. All stocks come from our Top 100 Stock List that is posted on our website. 
The largest holdings are in the healthcare & utility sectors.  Financial stocks are also well 
represented. The list of a based upon relative valuations.  Both utility and healthcare stocks are 
undervalued on a historical basis and provide outsized dividends. Financial stocks will benefit 
from a continued rise in interest rates. We also have invested in other industries that offer 
compelling stories such as Target, Proctor & Gamble, Ford, Verizon, Public Storage, and Intel.  

 *Each month, we will feature a different sector and analyze the firms within it. 
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Model Dividend Manager Portfolio 
• • • 

Company Symbol 
Current 

Price 
Dollar 
Value 

% 
Acct 

Annual 
Income 

# of 
Shares 

Date 
Purchased  

Amgen AMGN 155.77 3450 3% 69.99 22 1/18/2017 
Cisco Sys Inc. CSCO 30.03 3450 3% 113.74 115 1/18/2017 
CMS Energy CMS 42.19 3450 3% 101.40 82 1/18/2017 
Dominion Res D 76.17 3450 3% 126.82 45 1/18/2017 
Dow Chemical Co. DOW 55.71 3450 3% 113.95 62 1/18/2017 
Duke Energy  DUK 77.5 3450 3% 149.57 45 1/18/2017 
Ford Motor Co. F 12.41 3450 3% 166.80 278 1/18/2017 
GlaxoSmithKline ADR GSK 38.89 3450 3% 193.39 89 1/18/2017 
Intel Corp. INTC 35.76 3450 3% 100.34 96 1/18/2017 
Keycorp KEY 18.13 3450 3% 62.80 190 1/18/2017 
Merck & Co. MRK 61.17 3450 3% 103.78 56 1/18/2017 
Microsoft Corp. MSFT 62.5 3450 3% 82.80 55 1/18/2017 
Mitsubishi Financial  MTU 6.27 3450 3% 93.54 550 1/18/2017 
Novartis AG ADR NVS 71.89 3450 3% 130.53 48 1/18/2017 
Occidental Petroleum  OXY 69.32 3450 3% 149.81 50 1/18/2017 
PepsiCo Inc. PEP 102.74 3450 3% 97.72 34 1/18/2017 
Pfizer, Inc. PFE 32.03 3450 3% 129.25 108 1/18/2017 
Proctor & Gamble PG 84.93 3450 3% 108.46 41 1/18/2017 
Public Storage PSA 215.6 3450 3% 116.81 16 1/18/2017 
Schlumberger Ltd SLB 87.48 3450 3% 78.88 39 1/18/2017 
Southern Co SO 49.62 3450 3% 154.35 70 1/18/2017 
State Street Corp. STT 80.15 3450 3% 60.26 43 1/18/2017 
T. Rowe Price TROW 73.29 3450 3% 101.68 47 1/18/2017 
Target Corp. TGT 66.85 3450 3% 119.73 52 1/18/2017 
Teva ADR TEVA 34.1 3450 3% 137.60 101 1/18/2017 
Total SA TOT 51.19 3450 3% 186.01 67 1/18/2017 
Travelers Cos TRV 118.54 3450 3% 78.00 29 1/18/2017 
United Parcel Service UPS 114.96 3450 3% 93.63 30 1/18/2017 
Verizon Communications VZ 52.25 3450 3% 151.21 66 1/18/2017 

        
Portfolio Total      $100,050  100%  $3,372.83      

 

*Those firms marked in white we feel are extremely attractive stocks at the current price and any 
cash to be reinvested from dividends to go into one or more of these stocks. 
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Model Portfolio Key Statistics – January 2017 
• • • 

Company Ticker 
Div 

Yield 

Last 
Announced 
Dividend 2016 D 2015 D 

Dividend 
Growth 

YOY Beta 
Forward 

P/E 
                

Consumer Discretionary               

Target Corp. TGT 3.47 6/8/2016 2.32 2.16 7.41% 0.80 12.73 

United Parcel Service UPS 2.71 2/11/2016 3.12 2.92 6.85% 0.85 18.39 

Ford Motor Co. F 4.83 1/29/2016 0.6 0.6 0.00% 1.25 7.30 

Consumer Staples               

Proctor & Gamble PG 3.14 4/11/2016 2.67 2.63 1.52% 0.70 22.06 

Pepsico Inc. PEP 2.83 5/4/2016 2.91 2.72 6.99% 0.75 19.76 

Energy               

Occidental Petroleum  OXY 4.34 7/15/2016 3.01 2.94 2.38% 1.10 25.36 

Schlumberger Ltd SLB 2.29 1/20/2016 2 1.9 5.26% 1.30 46.04 

Total ADR TOT 5.05 3/14/2016 2.8 2.8 0.00% 1.15 11.16 

Financial               

Keycorp KEY 1.82 5/20/2026 0.33 0.29 13.79% 1.15 15.77 

Mitsubishi Tokyo ADR MTU 2.71 9/28/2016  0.17 0.15 13.33% 1.89 13.93 

Travelers Cos TRV 2.26 4/22/2016 2.68 2.38 12.61% 0.80 12.35 

T. Rowe Price TROW 2.95 2/18/2016 2.16 2.08 3.85% 1.10 14.66 

State Street STT 1.75 9/16/2016 1.4 1.28 9.37% 1.20 15.12 

Healthcare               

Pfizer, Inc. PFE 3.75 12/13/2016 1.2 1.12 7.14% 0.85 16.02 

Teva ADR TEVA 3.99 8/4/2016 1.36 1.37 -0.73% 0.80 5.93 

GlaxoSmithKline ADR GSK 5.61 2/8/2016 2.18 2.48 -12.10% 0.90 16.55 

Merck & Co. MRK 3.01 11/23/2016 1.84 1.8 2.22% 0.85 15.68 

Novartis AG ADR NVS 3.78 2/8/2016 2.72 2.67 1.87% 0.90 17.12 

Amgen AMGN 2.03 12/21/2016 3.16 2.44 29.51% 1.00 12.56 

Industrial               

Dow Chemical Co. DOW 3.30 10/23/2016 1.84 1.68 9.52% 1.35 13.76 

Real Estate               

Public Storage PSA 3.39 10/28/2016 7.3 6.5 12.31% 0.75 27.82 

Technology               

Intel Corp. INTC 2.91 1/25/2016 1.04 0.96 8.33% 1.05 12.77 

Microsoft Corp. MSFT 2.40 9/21/2016 1.5 1.29 16.28% 1.00 21.19 

Cisco Sys Inc. CSCO 3.30 2/11/2016 0.99 0.82 20.73% 1.10 12.51 

Telecommunications               

Verizon Communications VZ 4.38 9/2/2016 2.29 2.23 2.69% 0.75 12.90 

Utility               

Duke Energy  DUK 4.34 7/11/2016 3.36 3.24 3.70% 0.60 16.15 

CMS Energy CMS 2.94 1/22/2016 1.24 1.16 6.90% 0.65 19.62 

Southern Co SO 4.47 4/19/2016 2.22 2.15 3.26% 0.55 16.82 

Dominion Resources D 3.68 1/22/2016 2.8 2.59 8.11% 0.65 19.04 
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Final 
• • • 

In each month, we will update the model portfolio with any alterations and notes on performance 
for the previous thirty days. We will cover new relevant topics in dividend investing and also 
provide an outlook for the next month and year.  We will also indicate which stocks are best to 
reinvest cash flows earned from dividends. Please email our team with questions. 

For those investors looking to purchase utility stocks covered in January’s newsletter, here are 
upcoming Ex-Dividend Dates. 

 Company Annual Ex-Div Pay 
Symbol Name Dividend Date Date 

CMS CMS Energy 1.33 1-Feb 28-Feb 

FE First Energy 1.44 3-Feb 1-Mar 

WEC Wisconsin Energy 2.08 10-Feb 1-Mar 

ED Consolidated Edison 2.76 13-Feb 15-Mar 

CNP CenterPoint Energy 1.07 14-Feb 10-Mar 

DUK Duke Energy 3.42 15-Feb 16-Mar 

SO Southern Company 2.24 16-Feb 6-Mar 

     

The following companies from the model portfolio have recently increased their dividend and were 
analyzed by our team. You may view the analysis at the links below: 

Amgen: https://thedividendmanager.com/2017/01/03/amgen-inc-amgn-raises-dividend-15-offers-a-
compelling-valuation/ 

Pfizer: https://thedividendmanager.com/2016/12/14/pfizer-pfe-increases-dividend-7-offers-the-best-
value-in-pharma/ 

Merck: https://thedividendmanager.com/2016/11/28/merck-mrk-increases-dividend-1-has-several-
key-growth-drivers/ 

Public Storage:https://thedividendmanager.com/2016/11/02/where-does-public-storage-psa-rank-
after-its-11-announced-dividend-increase/ 

Verizon: https://thedividendmanager.com/2016/09/06/analysis-verizon-communications-inc-increases-
dividend-by-2/ 

 

http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/cms-cms-energy/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/cms-cms-energy/
http://www.dividend.com/dividend-stocks/utilities/electric-utilities/fe-first-energy/
http://www.dividend.com/dividend-stocks/utilities/electric-utilities/fe-first-energy/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/wec-wisconsin-energy/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/wec-wisconsin-energy/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/ed-consolidated-edison/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/ed-consolidated-edison/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/cnp-centerpoint-energy/
http://www.dividend.com/dividend-stocks/utilities/diversified-utilities/cnp-centerpoint-energy/
http://www.dividend.com/dividend-stocks/utilities/electric-utilities/duk-duke-energy/
http://www.dividend.com/dividend-stocks/utilities/electric-utilities/duk-duke-energy/
http://www.dividend.com/dividend-stocks/utilities/electric-utilities/so-southern-company/
http://www.dividend.com/dividend-stocks/utilities/electric-utilities/so-southern-company/
https://thedividendmanager.com/2017/01/03/amgen-inc-amgn-raises-dividend-15-offers-a-compelling-valuation/
https://thedividendmanager.com/2017/01/03/amgen-inc-amgn-raises-dividend-15-offers-a-compelling-valuation/
https://thedividendmanager.com/2016/12/14/pfizer-pfe-increases-dividend-7-offers-the-best-value-in-pharma/
https://thedividendmanager.com/2016/12/14/pfizer-pfe-increases-dividend-7-offers-the-best-value-in-pharma/
https://thedividendmanager.com/2016/11/28/merck-mrk-increases-dividend-1-has-several-key-growth-drivers/
https://thedividendmanager.com/2016/11/28/merck-mrk-increases-dividend-1-has-several-key-growth-drivers/
https://thedividendmanager.com/2016/11/02/where-does-public-storage-psa-rank-after-its-11-announced-dividend-increase/
https://thedividendmanager.com/2016/11/02/where-does-public-storage-psa-rank-after-its-11-announced-dividend-increase/
https://thedividendmanager.com/2016/09/06/analysis-verizon-communications-inc-increases-dividend-by-2/
https://thedividendmanager.com/2016/09/06/analysis-verizon-communications-inc-increases-dividend-by-2/
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