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Dividend Paying Equities

« The Dilemma;

« Bonds have been the favorite, low volatility,
dependable source of regular income for
conservative Investors

« Bond yields have dropped and continue to go
down

« Bond prices will fall if the Fed raises interest
rates

*« SO where does a conservative investor turn?




Dividend Paying Equities

« Many Advisors now recommend dividend paying
plue chip stocks/eguity securities.

« Dividend paying stocks in seme cases have
yields that exceed the yield of bonds issued by
the same company.

« |f we select the stocks intelligently, we can have
good odds of having appreciation in addition to
the dividend yield



Dividend Paying Equities

« Both Common and Preferred stocks will have
good opportunities, but remember from our

February presentation that preferred stocks are
callable:

« Hence, as lower cost financing IS now available
to companies through sale of their corporate
pbonds, they will call the preferreds and then you
will have to find a new investment in a difficult
time when interests are rising.



Dividend Paying Equities

« S0 how do we Intelligently select the right
dividend paying Equities?

« Here IS a criteria provided by Carla
Pasternak in her High Yield Investing
newsletter:



Dividend Paying Equities

« Yieldo But, investigate why the company Is
paying a high yield
« Payout ratiod depending on the type of

company, the percent pay out can be around
80% of earnings safely

« Reliability / history of consistently paying

« Total returnd If share prices fall more than the
diviicdend ‘percent, youoll

* Taxeso Qualified dividends are now taxed at a
maximum of 15%. Non Qualified are at ordinary
Income tax rates (need a tax deferred account)
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Dividend Paying Equities
'would add a couple of requirements:

Fi-nanci a:l rrsk-of the
one on the verge of bankruptcy

Liguidityo Be sure you can sell the security
when you want to

Note: | find that as the yields go up, the
desirability of the security tends to go down
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Dividend Paying Equities

Lets look at some examples:
«  |nputs from members

« My research



Dividend Paying Equities

Security Name: BlackRock Real Asset Equity (BCF)
Total Return (With Return of Capital) :1.2 to 13%
Morningstar rating (risk): 2 Stars out of 5 stars

Profile: Closed End Fund with minor discount to NAV, Invests
IN equities of energy, materials, natural resources

Enhances Returns using covered calls options

|.\Ka October 14 Mtg HYPERLINKS\101014 CEF (BCF) BlackRk Real Asset Eg by Nuveen Closed-End Funds.htm
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Reference source: Youngos I ntelligence
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