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This Afternoon’s Agenda

• 2025 Market Recap 

• The Dividend Investing Strategy and New 
Portfolio Addition

• 2025 Dividend Investing Review

• 2026 Outlook

• Key Features of Dividend Investing 
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2025 Market Recap
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S&P 500 vs. S&P 500 Stocks
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Source: QuoteMedia and AAII.com. Data as of 1/2/2026.



The S&P 500 Is Very Concentrated
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Source: J.P. Morgan Asset Management. Data as of 12/31/2025.



10-Year Treasury Yields Declined
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Source: St. Louis Federal Reserve’s FRED Economic Data. Data as of 12/31/2025.



The Stock Market’s Yield Is Below 1.0%
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Source: QuoteMedia, BlackRock and AAII. Data as of 12/31/2025.



Slowing Dividend Growth Rates 
for S&P 500 Companies
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Source: S&P Dow Jones Indices. Data as of 12/31/2025.



The Dividend Investing (DI) Strategy 

and the Addition of 
Merck & Co. Inc. (MRK)
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Dividend Grades for Merck & Co.
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An addition alert for Merck & Co. was issued on 1/6/2026. 

Source: AAII Dividend Investing. Data as of 12/31/2025.



Merck & Co.’s Dividend Valuation 
Components
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Source: AAII Dividend Investing. Data as of 12/31/2025.



Relative Yield

• Compares the current dividend yield to the 
average dividend yield over the past five 
years

• The higher the current yield is relative to the 
stock’s average yield, the cheaper the 
valuation is

• A stock is a candidate for deletion if its 
current yield is below the stock’s five-year 
low yield
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Merck & Co.’s Dividend Growth 
Components
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Source: AAII Dividend Investing. Data as of 12/31/2025.



Growth Characteristics

• Cash flow from operations is the amount of 
cash realized from normal business operations

• Return on assets measures how effectively a 
company realizes profits from its assets

• Dividend growth tells us how intent a company 
has been about growing its dividend

• We want dividend growth to be above the rate 
of inflation
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Dividend Growth = Higher Returns
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Source: Ned Davis Research and Hartford Funds. Data as of 12/31/2024.



Pfizer Was Removed for Lack of Growth
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Source: Pfizer Inc. and AAII Dividend Investing. Data as of 12/12/2025. 



Merck & Co.’s Dividend Strength 
Components
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Source: AAII Dividend Investing. Data as of 12/31/2025. 



Determining Dividend Strength

• The lower the payout ratio, the greater the 
company’s ability to raise its dividend

• High levels of debt and low levels of interest 
coverage can lead to a dividend cut

• The dividend sustainability score helps the DI 
strategy avoid companies that have cut their 
dividend within the last seven years
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Weak Strength = Higher Yields
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Other Characteristics the DI Strategy 
Seeks

• At least seven years of dividend growth

• Five-year sales and earnings per share 
growth above 3%

• Operating margins above the industry median

• Qualified dividends—No REITs or MLPs

• Exchanged-listed U.S. stocks
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2025 Dividend Investing Review
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2025 DI Performance
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The DI model portfolio is paper traded.

Source: AAII Dividend Investing. Data as of 12/31/2025.



2025 Top Performers

• Huntington Ingalls Industries Inc. (HII) — up 
65.1%*

• Oshkosh Corp. (OSK) — up 34.5%

• Amgen Inc. (AMGN) — up 29.6%

• Medtronic PLC (MDT) — up 24.2%

• CME Group Inc. (CME) — up 22.8%
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*Huntington Ingalls Industries was removed from the DI model portfolio in November.



The performance of all investing strategies 
is dependent on market conditions. 

Dividend and value strategies will 
underperform during periods when strong 

growth is favored. 
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DI Yield by Holding
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Source: AAII.com. Data as of 12/31/2025.



DI Model Portfolio Allocation
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Source: AAII.com. Data as of 12/31/2025. 



2025 Transactions

• The DI model portfolio holds 24 stocks

• Six stocks were removed

• Five stocks replaced them

• A reinvestment was made in EOG Resources 
Inc. (EOG)
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Portfolio Holdings on the DI Ideas List
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Source: AAII Dividend Investing, https://di.aaii.com/ideas. Data as of 1/2/2026.



Thoughts on 2026
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Analysts Expect Earnings Growth
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Source: LSEG I/B/E/S. Data as of 1/2/2026.



Large-Cap Streaks of Double-Digit Gains
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Source: Morningstar Direct/SBBI; S&P 500 returns for 2024 and 2025 from S&P Dow Jones Indices.



Outlook for Interest Rates
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Source: CME FedWatch Tool. Data as of 1/5/2026.



Will Value Strategies Make a Comeback?
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Source: J.P. Morgan Guide to the Markets. Data as of 12/31/2025.



Market Considerations for 2026

• We don’t have a great read on the economy

• Potential for more dissentions from FOMC 
members regarding interest rate decisions

• The S&P 500’s high level of concentration is a 
concern

• Too early determine the impact of Venezuela
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Key Features of 

AAII Dividend Investing 
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24-Stock DI Model Portfolio
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Source: AAII Dividend Investing, https://di.aaii.com/portfolio. Data as of 1/3/2026.



DI Ideas List
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Source: AAII Dividend Investing, https://di.aaii.com/ideas. Data as of 1/3/26.



Dividend Screener
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Source: AAII Dividend Investing, https://di.aaii.com/grader/screen.cfm. Data as of 1/3/2026.



Dividend Grader
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Source: AAII Dividend Investing, https://di.aaii.com/grader. Data as of 1/3/26.



DI View in My Portfolio—New!
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Source: AAII Investor Hub, https://hub.aaii.com. Data as of 1/3/2026.

The rebuilt My Portfolio is included in the brand-new Investor Hub (https://hub.aaii.com).



41

Model Portfolio Review Week Offer!

All webinar attendees can get $50 off a one-
year premium product subscription when they 
use the promo code WEBINARWEEK50 at 
checkout.

Visit www.aaii.com/webinar-week to claim this 
exclusive offer.

http://aaii.com/webinar-week
http://aaii.com/webinar-week
http://aaii.com/webinar-week
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Questions?


	Slide 1
	Slide 2: This Afternoon’s Agenda
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10: Dividend Grades for Merck & Co.
	Slide 11: Merck & Co.’s Dividend Valuation Components
	Slide 12: Relative Yield
	Slide 13: Merck & Co.’s Dividend Growth Components
	Slide 14: Growth Characteristics
	Slide 15: Dividend Growth = Higher Returns
	Slide 16: Pfizer Was Removed for Lack of Growth
	Slide 17: Merck & Co.’s Dividend Strength Components
	Slide 18: Determining Dividend Strength
	Slide 19: Weak Strength = Higher Yields
	Slide 20: Other Characteristics the DI Strategy Seeks
	Slide 21
	Slide 22: 2025 DI Performance
	Slide 23: 2025 Top Performers
	Slide 24
	Slide 25: DI Yield by Holding
	Slide 26: DI Model Portfolio Allocation
	Slide 27: 2025 Transactions
	Slide 28: Portfolio Holdings on the DI Ideas List
	Slide 29
	Slide 30: Analysts Expect Earnings Growth
	Slide 31: Large-Cap Streaks of Double-Digit Gains
	Slide 32: Outlook for Interest Rates
	Slide 33: Will Value Strategies Make a Comeback?
	Slide 34: Market Considerations for 2026
	Slide 35
	Slide 36: 24-Stock DI Model Portfolio
	Slide 37: DI Ideas List
	Slide 38: Dividend Screener
	Slide 39: Dividend Grader
	Slide 40: DI View in My Portfolio—New!
	Slide 41
	Slide 42

