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AAII Dividend Investing (DI): Open House
Presentation Overview

▪AAII Dividend Investing (DI) strategy

▪Benefits of dividends

▪Dividend Investing model portfolio

▪Dividend Investing team

▪Three pillars of Dividend Investing

▪Select DI screening characteristics

▪Dividend Investing Service Overview

o DI weekly update 

o DI monthly report

o New feature: Ask Me Anything About DI Webinars

▪DI website tour
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▪ Dividend Investing’s strategy: Seeks stocks that have the 
potential to rise in price and make larger dividend 
payments in the future — a total-return strategy

▪ DI seeks to identify the best dividend investment 
opportunities by focusing on a select universe of well-
financed companies that have a long history of:

o Sales, earnings and dividend growth

o Positive free cash flow

o Attractive valuations

▪ Strategy based on robust studies of market factors that 
have contributed to strong long-term market returns

▪ Unique value proposition: provides subscribers complete 
control (addition/deletion decisions, tax situation, etc.)

▪ Weekly email/commentary; Monthly Dividend Investing 
newsletter with article archive

Provide the education and tools necessary to analyze, research and 
manage a successful dividend portfolio 

AAII Dividend Investing Strategy
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www.aaiidividendinvesting.comAAII Dividend Investing

http://www.aaiidividendinvesting.com/


Benefits of Dividend Investing
Passive Income:

▪ Dividends provide a steady flow of passive income, which you can choose to spend or reinvest

Higher Growth Potential:

▪ Dividend-paying stocks have historically delivered higher long-term returns than non-dividend-payers

Inflation Protection:

▪ Unlike bonds paying fixed income, many companies increase their dividend payout each year

Continued Ownership While Collecting Profits:

▪ Owning shares in a firm that doesn’t pay dividends is frustrating in that profits are locked in the stock

Less Volatility Than Other Stocks:

▪ Dividend payers tend to be large, financially strong companies with more mature businesses

▪ Cushion against market risk

Dividends May Provide Clear Signal of Corporate Financial Health:

▪ Straightforward and effective tool to identify quality, well-run companies

▪ Enhance earnings transparency of a company/apply a level of financial discipline on management

▪ Can signal management’s confidence in current and future growth prospects
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Dividend Growth May Be a Key to Outperformance

Data Sources: Ned Davis Research and Hartford Funds, 2/20 “The Power of Dividends: Past, Present, and Future” from 
https://www.hartfordfunds.com/market-perspectives/the-power-of-dividends.html. Past performance does not guarantee future results. 
For illustrative purposed only. The data does not take into account fees and charges associated with actual investments. 

▪ Returns of S&P 500 Index Stocks by Dividend Policy: Growth of $100 (1972–2019)

Returns Beta

12.87% 0.92

12.79% 0.98

12.29% 1.00

11.85% 1.13

8.57% 1.13

10.88% 1.23

Average Annual Returns & Beta 
by Dividend Policy 

(3/31/72 – 12/31/19)

Dividend growers and initiators have historically provided greater total return with less 
volatility relative to companies that either maintained or cut their dividends 
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▪ Model portfolio with real capital investment

▪ Portfolio inception: 2012

▪ 24 hand-picked dividend-paying growth stocks

o U.S. exchange-traded

o Diversified across sectors; no REITs or MLPs

o Large-cap value tilt

o Pays monthly dividends; current portfolio composition 

o Current yield 3.1% vs. market yield 1.8%

o Compared to Dow Jones U.S. Index (IYY)

▪ Proprietary quantitative strategy—rules-based

▪ Alert members of portfolio additions/deletions

AAII Dividend Investing 
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Current DI holdings - sample

Former DI holdings - sample

AAII Dividend Investing Model Portfolio



AAII Dividend Investing (DI) Team
Derek Hageman: Editor and Product Manager, AAII Dividend Investing

▪ Financial Analyst, AAII; Equity Analyst and Private Equity investor

AAII Dividend Investing Investment Committee:

▪ John Bajkowski, President and CEO, AAII

▪ Charles Rotblut, CFA, Vice President and Financial Analyst, AAII; Editor, AAII Journal

▪ Wayne A. Thorp, CFA, Vice President and Senior Financial Analyst, AAII; Editor, 
Stock Superstars Report

Research Team: 

▪ Experienced team including a group of finance interns currently in the honors 
finance program at DePaul University
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Three Pillars of Dividend Investing

Valuation / Attractiveness Growth Trends Financial Strength / Quality
1 2 3

A company’s success is driven 
by its ability to generate sales 
and convert revenue into 
earnings and cash flow

Characteristics Analyzed:
• Revenue
• Gross margins
• Operating margins
• Net profit margins
• Earnings 
• Earnings per share
• Dividend history

o Consistency

• Dividend growth

Understand company’s 
underlying financials and its 
ability to generate cash flow, 
pay its obligations and return 
capital to shareholders

Characteristics Analyzed:
• Earnings payout ratio
• Free-cash-flow payout ratio
• Leverage ratio
• Interest coverage ratio 
• Operating cash flow
• Free cash flow
• Returned capital

o Share buybacks & dividends

Stock prices tend to fluctuate 
between high and low extreme 
valuation levels, these 
relationships can be used to 
determine a stock’s value range

Characteristics Analyzed:
• Dividend yield
• Trailing price-earnings ratio
• Forward price-earnings ratio
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Dividend Yield: Main valuation 
metric

Growth: Does, and can, the company                                  
grow its dividend?

Sustainability: Can the dividend 
payment be sustained in the future?



Select DI Screening Characteristics: Additions

Current dividend yield

Annual dividend increases

Dividend growth rate

•Greater than 5-year average 

•At least 7 consecutive yrs. of annual div. increases

•5-year dividend growth rate > 3%

Sales growth rate •5-year sales growth rate > 3%

Earnings per share •5-year EPS dil. cont. > 3%

•Op. margin 12m >= Industry op. margin 12mOperating margins
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• Earnings payout ratio 12m <= 50%Earnings payout ratio

• Times interest earned 12m >= 2xTimes interest earned

• Long-term debt to capital Q1 <= 50%:Debt to capital 



Framework: Portfolio Deletion Considerations 

Excessively high yield

Yield below benchmark yield

Lack of dividend increase

•Can signal a dividend cut

•Market and company’s historical range
• Example: yield below five-year average low

•Case-by-case basis
•Growth consistently less than inflation

Continuing poor 
fundamentals

• Shrinking revenue and/or lower margins 
•Negative free cash flow

Interest coverage ratio •Below 2.0x

• Example: higher dividend growth and/or more 
attractive yield

Think: Change regarding the growth, consistency or sustainability of the dividend             SELL

Better dividend growth 
opportunities available
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AAII Dividend Investing: Weekly Update

AAII Dividend Investing (DI): Weekly Update

Recent Topics Covered

• Weekly update email sent every Friday

• Educational/Market Commentary: 

o Dividend focused information

▪ Studies, trends, etc. 

o Market recap/analysis  

o DI portfolio update

▪ News

▪ Dividend dates

▪ Earnings reports

o Dividend Investing videos

o Answers to DI subscriber questions
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• Federal Reserve Restricts Bank Dividends

• Building Your Dividend Investing Portfolio

• The Alphabet Soup of Economic Recovery

• Negative Earnings Surprises Not Being Punished



AAII Dividend Investing: Monthly Report

AAII Dividend Investing (DI): Monthly Report

Recent Topics Covered

• Dividend Investing monthly report

• Educational/Market Commentary: 

o Portfolio alerts

o Portfolio performance

o Recent earnings announcements

o Dividend payments

o Dividend analysis 

o In-depth company reports

o DI educational article

▪ Studies, trends, etc.
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• Observations in a Lower-for-Longer Environment

• DI Portfolio Is in Good Hands With Allstate

• Turning Trash Into Cash

• A Buffett of Classic Advice



AAII Dividend Investing: Ask Me Anything

AAII Dividend Investing (DI): Ask Me Anything

• Ask Me Anything About DI Webinars

• 30-minute conversations where                                                                                                  
DI subscribers can ask questions specific to                                                                               
Dividend Investing and get answers                                                                                           
in real time: 

o Methodology

o Strategy

o Holdings

o Additions/Deletions

o Dividend concepts
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New DI Feature



AAII Dividend Investing: DI Website Tour

AAII Dividend Investing (DI): DI Website Tour

• AAII Dividend Investing Website

• DI Portfolio: 

o Holdings and performance

o Dividend payments and analysis

o Fundamentals and news

o Transactions

• DI Ideas

• Weekly Update and Monthly Report

• Resources: 

o Quick Invest Guide

o Users Guide

o Videos

o FAQs

o Meet the Team

• Articles archive
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AAII Dividend Investing: Testimonials

Helps me understand the importance of dividend producing 
stocks and helps explain the reasons why certain stock picks are 
made.
“

”
—DI subscriber
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I will retire next May and wanted to see how much income I can generate each 
month. I am pleasantly surprised with the income generated with the Dividend 
Investing portfolio. I also doubled my shares at the bottom of the coronavirus scare 
and am pleasantly surprised by the additional capital gains. I am pleased with the 
performance of the Dividend portfolio in my pre-retirement testing phase.

”
—DI subscriber

The stock analyses developed by Hageman are concise, detailed 
and insightful. I truly enjoy his columns.“

”
—DI subscriber



$1 Trial for Today’s Attendees
https://www.aaiidividendinvesting.com/subscribe/reportb.cfm

https://www.aaiidividendinvesting.com/subscribe/reportb.cfm


Upcoming Webinars
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Register at www.aaii.com/webinars

Alliance for Investor Education Panel: Staying the Course in a 
Time of Upheaval: What to Do Now?
Wednesday, August 5, 2020, 7:30 p.m. CDT

Wayne Thorp: Investing Like a Stock Superstar: A Contrarian 
Approach to Seeking Fundamental Growth
AAII Senior Financial Analyst
Wednesday, August 12, 2020, 7:30 p.m. CDT

And more to come! Stay tuned!

http://www.aaii.com/webinars


Disclaimer
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AAII is not a registered investment adviser or a broker/dealer. Readers are advised that 
articles are provided solely for informational purposes and should not be construed as an 
offer to sell or the solicitation of an offer to buy securities. The opinions and analyses 
included herein are based on sources believed to be reliable and written in good faith, 
but no representation or warranty, expressed or implied, is made as to their accuracy, 
completeness, timeliness or correctness. Neither we nor our information providers shall 
be liable for any errors or inaccuracies, regardless of cause, or the lack of timeliness of, 
or any delay or interruptions in the transmission thereof to the users. All investment 
information contained herein should be independently verified.

We make no representations or warranties that any investor will, or is likely to, achieve 
profits similar to those shown, because past, hypothetical or simulated performance is 
not necessarily indicative of future results. Before making an investment decision, you 
should consider your circumstances and whether the information on our content is 
applicable to your situation.

Investment information provided may not be appropriate for all investors. Investment 
information is provided without consideration of your financial sophistication, financial 
situation, investing time horizon or risk tolerance.


