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Idea Discovery Made Simple

Presentation Overview

 AAII Dividend Investing (DI) strategy

 Three pillars of Dividend Investing

 Why using a dividend screener can help you build lasting 
income

 Process behind developing the AAII Dividend Screener

 Practical ideas for building a dividend portfolio using the 
Dividend Screener

 AAII Dividend Screener demonstration
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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

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

AAII Dividend Investing Strategy
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https://di.aaii.comAAII Dividend Investing



 Model portfolio with real capital investment

 Portfolio inception: 2012

 24 hand-picked dividend-paying growth stocks

o U.S. exchange-traded; large-cap value tilt

o Diversified across sectors; no REITs or MLPs

o Pays monthly dividends; current portfolio composition 

o Current yield ~2.6% vs. market yield ~1.1%

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



Three Pillars of Dividend Investing
Valuation / AttractivenessValuation / Attractiveness Growth TrendsGrowth Trends Financial Strength / QualityFinancial 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
• Operating cash flow
• Return on assets (ROA)
• 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 
• Free cash flow
• Dividend history

o Consistency
• 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?



Rationale Behind AAII’s New Dividend Screener
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 Deliver more meaningful tools and resources to help dividend-
focused investors

o Identify and evaluate dividend-paying stocks that meet your income 
investing needs

o Based on the three pillars of Dividend Investing: valuation, growth and 
financial strength

 Easier way to start analyzing dividend-paying stocks

o Generates an outcome that combines numeric scores with letter grades

o Dividend grades are determined by their underlying scores, which 
provides a level of detail and transparency



AAII Dividend Screener: Build Lasting Income
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 Why using a dividend screener can help you build lasting income

o Generate a list of dividend-paying stock ideas

o Receive objective feedback on a dividend-paying stock’s underlying 
characteristics

o Evaluate a buy or sell decision

o Get a second opinion on a dividend-paying stock you already own or are 
considering buying or selling

 Grading system is just like you had in school

o A’s and B’s are good; D’s and F’s are not

o Grades make it easier to quickly identify what was attractive, what was 
within an average range and what was unattractive



Developing the AAII Dividend Screener
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 Powered by AAII’s Stock Investor Pro and Dividend Investing’s 
Dividend Grader 

 Considered several important characteristics of dividend-paying 
stocks
o Purposely sought metrics shown to be predictive of strong dividend 

growth, safety, consistency and attractive relative valuations

o Based on academic research studies

o Backtested the results of the scoring system across all letter grades (A to F) 
to ensure validity



AAII’s Dividend Grader
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Dividend Score & Grade Components
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 Dividend Valuation Score definition:
o Percentile rank of the average of the percentile ranks of: 

 Relative dividend yield
 Shareholder yield

 Dividend Growth Score definition:
o Percentile rank of the average of the percentile ranks of: 

 Cash from operations growth
 Return on assets (ROA) compared to its sector median
 Dividend growth rate for the last 12 months 
 Average annualized dividend growth rate over the last five years

 Dividend Strength Score definition:
o Percentile rank of the average of the percentile ranks of: 

 Earnings payout ratio compared to its sector median
 Ratio of total liabilities to total assets
 Times interest earned ratio compared to its sector median
 Dividend sustainability score



Dividend Screening Simplified
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 Filter dividend-paying stock universe or subset to identify stocks 
that match specific Dividend Grades filters and/or grade ranges

 Screen against:
o U.S.-listed dividend-paying stock universe (~2,100 companies)

o Current passing companies of AAII Stock Screens

o Individual My Portfolio portfolios

o Specific sector or industry 

o Dividend Investing related screens, ideas and portfolios



AAII’s Dividend Screener
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AAII’s Dividend Screener
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 Move sliders from left to right to the grade or grade range for 
each of the three investment factors
o Valuation 

o Growth

o Strength
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Valuation 
Grade of A

Growth 
Grade of B 
or better

Strength 
Grade of B 
or better
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Potential Dividend Screening Enhancements
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 AAII Dividend Screener will continue to evolve
o Already receiving feedback on enhancements

 Ability to save screens and export to Excel

 Ability to save screens and import to My Portfolio
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Thank You!

Contact me at dhageman@aaii.com
with questions or comments about 

the Dividend Screener



$1 Trial for Today’s Attendees
https://di.aaii.com/subscribe/reportb.cfm
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Upcoming Webinars:

Individual Investor Show: Closed-End Funds, Selecting 
Stocks With PRISM, Hot Sector Stocks
Wednesday, August 18, 2021, 7:30 p.m. CDT

Peter Ngyuen
How to Navigate the New and Improved AAII Website
Wednesday, August 25, 2021, 7:30 p.m. CDT

And more to come! Stay tuned!

 

Register at www.aaii.com/webinars
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Disclaimer
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.
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