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DISCLAIMER
THE INFORMATION IN THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY AND IS NOT INTENDED TO 
BE A RECOMMENDATION TO PURCHASE OR SELL ANY OF THE STOCKS, MUTUAL FUNDS, OR OTHER SECURITIES 
THAT MAY BE REFERENCED. THE SECURITIES OF COMPANIES REFERENCED OR FEATURED IN THE SEMINAR 
MATERIALS ARE FOR ILLUSTRATIVE PURPOSES ONLY AND ARE NOT TO BE CONSIDERED ENDORSED OR 
RECOMMENDED FOR PURCHASE OR SALE BY BETTERINVESTING® NATIONAL ASSOCIATION OF INVESTORS 
CORPORATION ("BI"). THE VIEWS EXPRESSED ARE THOSE OF THE INSTRUCTORS, COMMENTATORS, GUESTS 
AND PARTICIPANTS, AS THE CASE MAY BE, AND DO NOT NECESSARILY REPRESENT THOSE OF 
BETTERINVESTING. INVESTORS SHOULD CONDUCT THEIR OWN REVIEW AND ANALYSIS OF ANY COMPANY OF 
INTEREST BEFORE MAKING AN INVESTMENT DECISION.

SECURITIES DISCUSSED MAY BE HELD BY THE INSTRUCTORS IN THEIR OWN PERSONAL PORTFOLIOS OR IN 
THOSE OF THEIR CLIENTS. BI PRESENTERS AND VOLUNTEERS ARE HELD TO A STRICT CODE OF CONDUCT THAT 
PRECLUDES BENEFITING FINANCIALLY FROM EDUCATIONAL PRESENTATIONS OR PUBLIC ACTIVITIES VIA ANY 
BETTERINVESTING PROGRAMS, EVENTS AND/OR EDUCATIONAL SESSIONS IN WHICH THEY PARTICIPATE. ANY 
VIOLATION IS STRICTLY PROHIBITED AND SHOULD BE REPORTED TO THE CEO OF BETTERINVESTING OR THE 
DIRECTOR OF CHAPTER RELATIONS. 

THIS PRESENTATION MAY CONTAIN IMAGES OF WEBSITES AND PRODUCTS OR SERVICES NOT ENDORSED BY 
BETTERINVESTING. THE PRESENTER IS NOT ENDORSING OR PROMOTING THE USE OF THESE WEBSITES, 
PRODUCTS OR SERVICES. 
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NEW RULES OF 
DIVIDEND 
INVESTING
IT’S NO LONGER ABOUT JUST YIELD

Investor Advisory Service: Founded 1973, uses 
BetterInvesting/SSG style GARP methodology.
§ Named to Hulbert Investment Newsletter Honor Roll for 

15 years for consistent, long-term performance.

SmallCap Informer: Founded 2013, uses SSG approach 
to target smaller companies with long-term potential.
§ Has outperformer S&P SmallCap 600 since founding.

Dividend Informer: Founded 2023, uses new approach 
to long-term quality & dividend growth metrics with aim 
to reduce volatility & still deliver performance.

OUR 3 INVESTING NEWSLETTERS
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IS "DIVIDEND INVESTING" STILL VALID?

—Traditional approach focused on chasing high yields 
for near-term income.

—This strategy may be outdated due to shifts in markets 
& business practices.

—Modern, successful approach to dividend investing 
must include sturdy growth component.

OLD DIVIDEND INVESTING PARADIGMS

S&P 500 Dividend Yield 1870-2025. Source: Multpl.com.

Classic dividend investing style 
originated from post-1929 crash 
research (Graham, Dodd, Fisher).
Key Assumption: Every company 
pays dividends.`

Classic dividend investing style 
originated from post-1929 crash 
research (Graham, Dodd, Fisher).
Key Assumption: Every company 
pays dividends.`
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YIELDS IN 1930s – 1940s

S&P 500 Dividend Yield 1870-2025. Source: Multpl.com.

Yields were 
4%-8% & 
dividends 
major part 

of total 
return.

YIELDS IN 1960s: GO-GO YEARS

S&P 500 Dividend Yield 1870-2025. Source: Multpl.com.

Rise of 
capital-

intensive 
tech 

companies 
pushed 
yields 

below 3%.
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YIELDS IN 1990s BULL MARKET

S&P 500 Dividend Yield 1870-2025. Source: Multpl.com.

Focus on 
reinvesting 
for growth 

led to yields 
of nearly 

1.0%. Fast-
growing 

tech stocks 
consumed 

capital.

YIELDS IN 2000s – 2020s

S&P 500 Dividend Yield 1870-2025. Source: Multpl.com.

Lower interest 
rates & federal 

policy shifts 
boosted stock 
prices faster 

than dividends, 
reducing equity 
risk premium.
Yields rarely 

exceeded 2.0%.
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COMPANY SHIFTS FROM DIVIDENDS

—Boards & managers today are embracing more 
"conservative" dividend policies.

—Companies now prefer to use excess cash in ways that 
are easier to halt or increase than paying dividends, 
which investors view negatively if cut:
—Share Buybacks: Increases earnings per share.
—Debt Repayment: Reduces interest expenses.

PAYOUT RATES DECLINING

—increased weighting of technology sectors has 
driven down overall average payout rates.

—The average payout ratio of S&P 500 has 
dropped from ~56% over last century to ~36% 
today.
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MODERN DIVIDEND INVESTING

—New math of dividend investing emphasizes focus on 
total return (dividends + capital appreciation), not just 
current income from yield.

—Sounder strategy requires a deep dive beyond yields 
into company fundamentals & capital use.

—Can’t simply chase high yields – must identify 
companies that have potential to grow dividends.

4 KEY CRITERIA 
FOR MODERN 
DIVIDEND 
INVESTING
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LEADING CONSIDERATIONS

§ Dividend Informer newsletter scores companies in 4 
categories:
1. Capital Return.
2. Growth.
3. Stability.
4. Governance.

§ Here are example companies that demonstrate 
strengths in these areas.
§ Graphs come from BetterInvesting’s SSGPlus.

1. CAPITAL RETURN

—Assess company’s shareholder-friendliness 
through use of:
—Dividends.
—Share buybacks.
—Share offerings.

mailto:gerlach@iclub.com
http://www.DividendInformer.com


New Rules of Dividend Investing
by Doug Gerlach, gerlach@iclub.com

August 25, 2025

www.DividendInformer.com 9

SHARES 
OUTSTANDING

SHARES 
OUTSTANDING

DIVIDENDS PER SHARE
DIVIDENDS PER SHARE

ABBVIE (ABBV) HERSHEY (HSY)

2. GROWTH

—Underlying growth in sales & earnings ensure 
company can increase dividends. 

—Dividends cannot be significantly increased over 
time without underlying growth of:
—Sales.
—Pre-tax profits.
—Earnings per share.
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REVENUES

EPS

ABBOTT LABS (ABT) KARAT PACKAGING (KRT)

PRE-TAX 
PROFITS

REVENUES

EPS

PRE-TAX 
PROFITS

3. STABILITY

—To reduce portfolio volatility, seek 
companies with consistent growth in:
—Sales.
—Earnings per Share (or Funds from Operations 

per Share).
—Free cash flow.
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FUNDS FROM 
OPERATIONS/
SHARE

REVENUES

AGREE REALTY (ADC) PHILLIPS EDISON (PECO)

FREE CASH 
FLOW/SHARE

REVENUES

FREE CASH 
FLOW/SHARE

FUNDS
FROM 

OPERATIONS/
SHARE

4. GOVERNANCE:

—Evaluate management & board’s:
—Alignment with shareholders.
—Capital allocation practices.
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DIVIDENDS/ SHARE

SHARES 
OUTSTANDING

NEXSTAR MEDIA (NXST) HONEYWELL (HON)

TOTAL DEBT

DIVIDENDS/SHARE

SHARES OUTSTANDING

TOTAL DEBT

READY TO EASE UP ON THE THROTTLE?

—After lifetime of focusing on capital 
appreciation, investors may seek to “ease up on 
throttle” in later investing stages.

—However, may not be desirable to fully 
transition to pure income generation or capital 
preservation.

—Dividend/growth investing approach may be 
appropriate.
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THE TRADEOFF: LOWER VOLATILITY

—This style of dividend investing may not 
outperform broad market averages.

—But can provide lower volatility than many 
other equity strategies.

—Average beta of securities covered in Dividend 
Informer is 1.1.

CONCLUSION & TAKEAWAYS

—Chasing high yields is a flawed strategy.
—Successful dividend strategy focuses on total return, 

driven by companies’ abilities to grow their businesses 
& dividends.

—Look for companies with strong Capital Return, 
Growth, Stability, & Governance metrics.

—While returns may be lower than broad market, 
benefit is reduced volatility.
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YOU ARE INVITED

§ Follow Dividend Informer for free:
§ https://dividendinformer.substack.com
§ Receive commentary & occasional updates.
§When ready, unlock company 

recommendations using promo code 
BETTER or AAII for maximum savings.
§ https://www.BetterInvesting.org/AAII

WRITE  ME :  GERL ACH@ICLUB .COM

mailto:gerlach@iclub.com
http://www.DividendInformer.com
https://dividendinformer.substack.com
https://www.BetterInvesting.org/AAII
mailto:GERLACH@ICLUB.COM


BetterInvesting • 570 Kirts Blvd., Suite 237 • Troy, MI 48084 

 
 

Welcome AAII Members! 
AAII and BetterInvesting, together as non-profit organizations, represent the largest block of American  
individual investors. Each group’s mission addresses the education and support of individual investors as 
they work towards financial freedom. 
 
At BetterInvesting, we teach sound, practical investing skills to support a long-term investment  
strategy. Membership includes access to our premier stock analysis tool, the Stock Selection Guide® 
(SSG®), part of a suite of powerful online stock selection and analysis tools. Powered by Morningstar 
stock data, the SSG provides up-to-date information on more than 8,000 stocks. 
 
Membership also includes educational stock investing classes, regular webinars for all experience levels, 
a video learning library, BetterInvesting Magazine and more.  
 
As an AAII member, you can now join BetterInvesting as a Plus member for only $99 for the first year  
(regularly $145). Use promo code AAII to save. Join today. 

 

Premium Tools 

Beyond membership, our Equity Research Service subsidiary publishes three top-notch stock newsletters 
available separately. Check out these limited-time discounts only for AAII members. 

 
 

One of the nation's top-performing stock newsletters when it comes to consistent, long-term performance 
has been named to the Hulbert Investing Newsletter Honor Roll for 15 consecutive years. This award-win-
ning IAS has been guiding investors to success since 1973. Save on a subscription today with promo code 
AAII. Subscribe now. 
 

 

Discover outstanding, high-quality small-cap stocks with superior long-term prospects in a monthly stock 
newsletter. Past picks are tracked and recommended for sale as needed. Save on a subscription with 
promo code AAII. Subscribe now. 
 

 
 

Subscription newsletter focused exclusively on dividend-paying stocks with lower volatility. Receive regular 
research and analysis on securities that provide a combination of income and long-term appreciation. Save 
on a subscription with promo code AAII. Subscribe now. 

For More Information 
Contact us toll-free at 1 (877) 275-6242 or online at www.BetterInvesting.org.  




