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Dividend Investing

How To build a Never Ending Cash Distributor

By Mike Heroux

CongratulationsBy downloading teBook, you just made your very first step into the investing world. Have you ever dreamt of having you
golden egg producing chicken? Well, together we will spend a few hours workimgwer eaitinggmowpelistributor But, as the fable
says: dlf you get too greedy, you are going to kill your <chi

Instead of blindly opening a brokerage account and chasing the next Apple stock, | suggest getting rebisteadivigutuarbstaict In

thiseBookyou will learn just how easy it is to build your own dividend portfolio without taking on too much risk.td Ineatjeayterecks not
quickly. It is to make you understantb make money with dividend investing

| favor dvidendinvesting for 3 reasons

#1 Dividend Investing is Easy to Undersi#prestigious financial background is not required if you follow simptteaithteséng
principles.

#2Dividendnvesting Is Perfect for Lazy PecNet much time is reqlimace you learn the basic principles and how to select your stocks.

#3 Dividend Investing, if Done Right, Equals Receiving Money Each Dividénd payouts are periodic.
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A Little About Me Why Start Now?

My name is Mike (like half of the financial bloggers!). | am 29Sandnp | v put , if you dondét do it
married with 2 young kids (William; 5 and Amy; 3). | work irkmlogv that procrastinaiothe biggest reason why people are not
financial industry (my day job) and | ontirencompany with my taking care of their finances. Unfortunately, making a budget and

best friend Additionally, | am the author Beairinancial paying down your debts often take priority over investing. | am a firm
Blogger(since 2006) arfidhe Dividend Guy Bldgince August believer that investing should

2010)More recentlyhave created a unique resdorcdividend now,n the long ryou will lose some serious money.
investoVhat Is Dividend?

In fact, investing returns work based on a principle named
My love for investing started in 2003. As soon as | signed my coiit@d mpoundi ng i nterest. o We wil/|
for my first job, | ran to a nearby bank ardilogtereeline of credit But t o make sure you understand,
and a brokerage account. | took all the money from my line of credit
(that was very gutsy!) and started investing in the stock market. Wineen you start rolling snow, Yyol
years later (in 2006), | was buying my first house with a $50,000 cmwinue to roll the ball into more snow, the ball will slowly grow. The
payment (all from imyestment profits). bigger the ball is, the more snow will stick to it, and the faster your ball
will grow. So, the sooner youystartball rolling, the bigger your
Since then, my interest in the financial markets has never stoppedball will be at retirement. Just imagine how big your snowball
growing. In 2008, | became a financial planner and | now share/ouid be if you start rolling it at the age of 25 and stop at 65? You
financial knowledge with both my clients and the readersofmy blegsu | d create a freakind snow mo
snowball.
Through my different investisiegs, | have noticed many of my
readers have a huge interest in learning more about divideachponding interest works the same way; the sooner you start
investing. Most people are interested in investma But d k nnvesting, the bigger your investmemestggill become over time.
where to start. ThiBok seeks to address the problemmake a A 5 year difference in the starting date of your investment plan creates
friendly guide to dividendvestingl want YOU to understand how a phenomenal difference at the age of retirement.
to invest your money and set you and your family on the path to
building diversified dividend wealth. On tof that, now (note: this book has been written early in 2011) is
the perfect time to invest in dividend payinegastoubst of them
are undervalued. When you buy undervalued stocks, 2 great things
happen in your portfolio:
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#1 Your dividend yield is gég; 45000 -

MSCI World Index Returns
. . . . 40000 -
#2Your chances of seeing capital gains increase;
35000 -

Bottom lingou will make more money with your investments! 300007 ——Total Return
25000 1 Capital Return
However, in order to buy undervalued stocks, you must do s 20000 -

t here i s 0bl o ovdstors are dfraiceright fibmte e 15000
i's why right now i s actbutgoul vy
can also closethisPDRd go back on Face
money but you will surely have a lot of friends!

10000 4 estin

5000 -

0+ T T T T T T T T T
déc-69 déc-73 déc-77 deéc-81 dec-85 déc-89 déc-93 déc-97 déc-01 déc-05

Whv D|Vidend I nVeStI ng? Source : Guardian Copital, Sloomberg (40 -year data as July 2009)

Over the past 40 years, 58% of the stockyraktkeds produced  \What thieBook is about?
by dividends. Dividend stocks maintain a more stable value overtime

(meanindess stress for investorswhile producingcanstant
cash flowthat is more than sufficient to cover the inflation rate.

Ths is a friendly guide to dividend investing. It will be separated in 4
chapters:

If making money is not a strong lemeagon for you to consider Chapter #1: Do n & BLedrrolssead Mdia
dividend investing, then | N Money e inc

Passive income has been quite a buzz word, and has even Real chanter reviews investing basics. L want to, make sure that you

promoted by sever al personal 4fgigNgdn C€o NPIYU" Hpsi- g PRSI &t | BicOne
making money while doing nofhing.is exactly what dividend \ o , v | Po d ! | f y odeingdyounvalltoseknorew w h :
investing is about: once you have worked very hard to buildjyqur o ¢ ¢ 'O ck market . | canot guce

portfolio, money will be generated automatically. reading this book, pat will be better equipped to avoid costly
mistakes that uninformed investors make on a daily basis.
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Distributo® Build Your Core Portfolio With Dividend Stocks

Chapter #2: Looking at thagthe of Your Never Ending Mo @

This chapter will tell ow to build a passive income portfolio {\Call to Action

You will learn how to select the right dividend stocks, and for the right

reasons. With this technique, your core portfolio shouléitgeneraflehr oughout t hi s [Callsto Actidnlbe rTéh ewiel
least 3% in annual dividend yieBefore you start trading, it is are critical moments when reading this book. They are meant to
important that you read and understaridftes. encourage you to stop reading and starWotdgare nice, but

they alone mean nothing. Actionsraeéverything.

Chapter #3: Baby Steps Guide to Start Investing

Each Call to Action will lead you to your next step in dividend
Enough with theories and strategies; itim@owvinvestiVe are investing. They are pretty stfaigtdrd and simple. If you have
currently in a cycleaafazing investing opportuniti@sieawhere further questions on a specific Call to Action, then feel free to jump to
you can find solid companies that are undervalueagmigpayi Chapt er # 3: 0 Batbyr tSt lemhishefeBhern dgod ,t
dividends each quarter. This guide will tell you each step to makeplains each Call to Action.

order tatart investing with as little as $1,000

If you follow all of the Calls to Action, then you will be a dividend
Chapter #4: Tools of the Traéekhe Complete List of Dividg investor by the end of this book. Some calls will take a few seconds
Resources while others will take a few hours.

| will end thisBook with some great resourcesayouse to build Ti p: D oenbdak agaimp ntil you Have completed your Call to

your own dividend portfolio. Here you will find blogs and inveAtitign. This will be YOUR engagement to become a successful

websites that provide free stock analysis and discuss dividewesstor and to make money in the stock market.

strategy. You will also find other investing resources such as stock

screeners and stock analysis tools. Intimidated? You can always leave the book (and the money) on the
table and go back to your eadesaiccount. But now | think it is time
tomagk money, yo-uo6ll chat | ater on
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to share the content (entirely and not muaalfiegyur friends.
SendthsBb ok t o as many peopl e as
happy to know that you thought about &aemng how to invest is
like teaching a man how to fish; you can feed him for a lifetime.

7 * greatly appreciate if gan use the links from tBeok. Feel free

Call to action #1: All right noygu are going to dojj2
things

#1 Grab a tank of coffee

#2 LET6S GET TO WORK!
Disclaimer

| énat a financial guru and this book should not be considered as an
investing bible (but | still accept offerings and d¢hatitiase

written what | consider to be a solid guide to dividend investing that is
comprehensible by mortals. | am offesifgpdk for free and

without any obligations from you. | am doing it for free because | «ge e
believe itds the betsasmangpyeopteo share my knowledge w
as possible. A

This 8ook does include affiliate links where | can make a few bucks
if you registésr some products or services (hey, | have a wife and 2
kids to feed!). However, those financial products or services are
legitimate and | truly think they can help you out. If you like what you
read in this book and you are willing to follow my \aduide, |

oHow woul d you I nves
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. ~ your level of investment knowledge is not fit after reading this first
Ch apter #l Donot chapter, then vidihat is Divide(@hd look attiiei vi dend FAQC
0 Learn Instead to Make Some Money or buy the books therein mentioned prior to pursuing your dividend

investing journey.

OHow would vou i nvest $1"@0 or $10, 000?20

That was a question that was recently asked of me by a reader
my newsletter. He was requesting more info on how to se S . .

brokerage account, how to establish a correct asset allocatio L,&)zﬁ’ﬁdto Action: Register for a free trading course
how to select the right stocks at the right price. Whsnwvias

realized that, as young individuals, we are left with little to no _ _
information regarding how to invest our money. If you feel that you need more information on the stock market, you

can sigiup for this free trading course. You will learn the stock
This ook has been written with the following 3 goals in mind: ~ Market basics via 1 email per week (for about 10f oieeis).
register here

#1 To make you understand how to invest; _ o
What is a Dividend?

#2 To show you how to cregteir own investment strategy; and
The word dividend has come to mean cash that is distributed from
#3 To show you how to build your own dividend portfolio. earnings. Usually, any direct payment from a corporation to its
shareholders will be deemed to be a dividend. In other words, a
Passive income is great when you are receiving the fruit of your ¢iw@endsian amount of money distributed by the company to the
But before you sit down and relax, you will need to invest a few &bargholders. The amount of the dividend payout is determined by
of your time in orderbuild a solid dividend portfolio. Money hashares (e.g. a $1 dividend payout means $1 per share, so if you have
never come overnight and dividend investing is no different thaAQfhghares, you will receive $100). The dividend isafiaitiawith
other passive income. moneyf r om t he companyds account . T
all financial obligations (including tax on benefits) and thereafter
Dividend investing is not for totally newbie investors. However,degifle whether to pay a dividend with the remaining monies.
provide you with some insights about gnvasios. If you feel that
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The three types of dividends include: Technically, a rational investor will always look at the rewards of his
investment and weigh those rewards Hgaiasticipated level of
#1Regular cash dividends; risk.If the investor chooses investment cptibe #r she has
absolutely no risk and will earn 3%. If the investor instead chooses
#2 Extra dividends; and option #2, then he or she will obviously take on more risk, and the
investor will therefore demand a keixjtextedreturn. The word
#3Liquidating dividends Nfexpect edo i sreligseon the odds pfahe tompany, a

producing more value than thieeeskvestment at 3%.
The most common type of all of these dividends is the regular cash
dividend. These are simply cash payments made to the sharehdidersxample, the expected return of company X will be 8%, which
of the company. The investor will receive éyeimibieir stock  would equal a Hske investment of Bis a 5% premium for the

trading accounisually on a quarterly basis. c o mp a n yléywu have eueat through a finance class, then

you know that the above mentioned calculation is more complicated
Why do Companies Pay Dividends? than this, but the main principle remaiatonal investor will

always require a higher return from a company than from a risk
When | first started my bachbBeepvwegmentgegree in finance 10 yea
didndét know much about dividend investing. I n fact, I didnot

about the stock market period. In our very first finance classHoy Corpanies Manage Their Money

learned an important financial principlevapagmpanies pay _ _ _
dividends. So following financial theory,

investor in exchange for shares, and is required to generate profits

In order to understand why companies pay dividends, you @Yt 8%. Therefotlee company must invest its money in order

understand why investors would buy stocks in the first place. TolReggnerate at least 8% retfiom its projectsThis is actually

it simple, letodos say that t heopeofthefactorythg company wilhyse,bgfere gowring money intp &
projects So, if we are talking about Johnson & Johnson, for example,

#1 Certificates of Deposittvino risk issued by the Government ~ they will likely evaluate the possibility of a new product generating

at 3%: better thanna8% return. In the alternative, if we are thinking of
Google, they will likely perform the same calculations when
#2Shares of company X. considering a new online service.
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Each time a company has surplus cash in its account, it shin@doromise of lelegm growth, you are generating value to your

consider new investment projects to aveateatue for investors.If i nvest ors, and therefore you dot

the company fails to produce value (at 8%), investors will gradiisiiibutions.

sel l the companyd6s shares to buy another one, and the compe

stock value will eventually drop. Why Some Companies Should Consider Dividend
Payouts

Where Does the Dividend Come Into Play?

My guess is that we will see mopan@s starting to pay dividends

So, what if the compehas too much money and does not havg, increasing their dividends as was the case in 2010. As | have
enough valuable (giving more than 8% return) projects to inveghdiffioned before, the hunt for consistent payouts will eventually
This is whervidends come into playechnically, a company that ayedividend investing a bigger trend on the market during

canot find enough wvaluable pjfijneifet§getddchon on the stok mdrk@t il beSalise BelietaP

accounwill pay a dividend to its shareholdenghy? Because the o mnanies are mtly holding a huge amount of cash in their bank

company is giving money back to investors so it can find angelnts or money market funds, dividend payouts will surely rise in
place to invest and keep generating the 8% return the compagy i

| ooking for. As we agree that monev markets wonot match t he
returns, th company is logically better off giving its surplus to its
investors.

Why Dondét Al Companies Pay

L7

You are going to tell me that it is not true that some companies always
have valuable projects to invest
assetsare held in money market funds righEheywmight want

to consider paying a dividenl.u t they wonot. Som
believe they will eventually need their liquidity to generate more yield
than the expected 8% from my example. In additiggayomghis,

dividends is also a way to make your stock attractive to
investors So if investors already like your company (think of Google

or Apple for example), then there is no use in paying dividends right
away because there is already a major interestaokydthreugh

hal f of
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Who decides on a dividend? paying mutual fungieuwill earn money while you are holding
them in your investment account
The board of directors in the corporation holds the power when it
comes to deciding on a dividendy mlidividend payment in Therefore, you have 2 ways to make money when you do dividend
general. The thought process is unique depending on the comp¥agting:
and its current earnings/anticipated future stability. An important point
to consider is that dividend payouts are not an obligation. Theréforearn capital gains by selling your investment at a higher
at any timea compancan decided to cut or hold their dividendrice; or

payout.
#2 Receivdividend payouts while yare holding them in your
How does a dividend work? investment account.
As previously mentioned, the cash dividend amount is commosly d 1 vi dend investing different

indicated in dollars per share. The amount of money you receive , , ) ,
depends on how many shares you own. Dividenisemre eDividend investing is not really different than any other normal
deposited in cash in your investment account or used to IBY§Sting strategies. You can invest in several investment vehicles

additional units/shares (uD&8P plan such as:
Why Should You Look Into Dividend Investing? - Companyhsrres (also called stocks);

- Mutual funds; or

If you want tovest and make profit over time, dividend investing cdn Exchange Traded Fund (ETF).
be a very interesting strategy. When you invest, your primary goal is . . i . .
to eventually sell what you bought (company shares, mutual fdhgsonly difference is that the titles you hold in your investment

ETF, etc.) at a higher price than you paid. Basicallpokingaie account are distributing a part of their profit to their owner (you!) over
make money with your investment. time. However, dividend investors feaverere factors to consider

before making their move and this is what we are going to look at

If you hold regular company shares or mutual funds in yB[RUghout this book.
investment account, you must sell them to generate a profit. However,
if you instead hold dividend paying company shares or dividend
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f Step 1 Park whatever money you have available for investing today

@ into anElectric Orange from ING DIRBC®ther high yielding
savings account. These accounts are safe andegoo soime

Call to Action: Register for Free Investing Newslgtterdnterest on your money while you go through the next few steps. It is

and VisiWhatlsDividend.com not time yet to start investing. The point at this stage is to build your

saving habits and earn a few bucks in interest at the same time.

| now offer you the possibility to subscribe to 2 free investing

newsletters: Step 2 Stop thinking about makiggick buck in the stock market!

Most beginner investors get lured into the promise of quick gains and
Intelligent Speculator_newslet@nd The Dividend Guy Blog many of the questions | hear ar;
newsletter| author both of them with my partner. They will guideg/gﬂ:_e most money 1n t he |l east amo
in the world of investing by providing useful information, divifRHéimately tura® 0 i nt o $1, 000, 000Qf. I do
stockdeas and news from our investing websites. you have one, thiBe o k wondot satisfhs your

an investor, you need to start thinking in terms of years (at least five).

You will also find basic dividend investing information at _ _

WhatlsDividend.com have created this free informational websitel€P 3 Start reading as much as you possibly can. Blogs are good
to give you a complete insight iittendiinvesting. Feel free to take and so are books. A couple books | would recommend to start out
a look at this resource each time you are looking for more infornyéifbaré’he Neatest Little Guide to Stock Market Irbyedtsgn

about dividends. Kelly and’he Little Book of Common Sense InvEstirignly Way
to Guarantee Your Fair Share of &kt Returns. These books
The Overall Process Before Investing cover the basics of investing as well as good information on index

funds-which we will talk about in a couple of steps! Both books also
. . i s the concept of fees and investment performance. In a
Now, regardless if you have $1,000 or $10,000 (as mentioned utshell, avoid high fee atditunds. Do you really want to feed some

reader), | believe the investrstrategy should be the same. The : .
only th)ing that more money givesg));ou is the ability to buy int teat for trading through high management fees (attached to mutual

. o) : / ?
appropriate asset allocation right away. With $1000, investments %i) You can learn h?(Wt to trade on your own and put some
to be purchased as more money comes in while building up t&°4RYS MONEY IN your pOCKeLs.

appropriate assdélbaation. . . . .
PProp Step 4 Determine your risk profile and assetoallocatir risk

profile and the subsequent asset allocation you choose are the most
important decisions that you will make in your investment journey. In
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short, your risk profile determines how much money you pot '
feel comfortable losing over a Jearasset allocation is how you
came

will invest your money between safer v. riskier investments. |

across a pretty cool asset allocation to@math&loney website || Call to Action #2: Open a Savings Account

Play around with that until you find an asset allocation that meets-your

needs. Remember, in step 3 | suggested reading as much as yoQpgamn arElectric Orange from ING DIRBGTsetip a monthly

get a hold df look for books on asset allocation as well. Oneirdvestment account. This will be your very first step towards investing.

recommaehisThe Intelligent Asset Allocator You canot invest without money.
neg egg right away!

Step 5 Start learning about individual dividend stocks. At this point in

your journey | am going to bet that you have read that an indijidgyalsting Principle8Learn the Basics

investor does not need to move away from indexnflividsial

stocksarenotecessary. | donodot di s agHs§se linkdr hnd compledetview dt thy overall frotdss. Byl the lerfh €

stocks because | enjoy doing it and | enjoy getting those dividenglst@i section, you should have a very clear picture of how to manage
the ti me. As this Dbookds goglrinvestment@rtfolbli de you through div

investing, we will not cover indexes or bonds (I needaméeave

cool stuff aside fpyr future brggéthings o ¢ Wantish twbhiatk 1 am cal |
_ |l nvestor Code. 0 This is a code
Step 6 Open up a brokerage account and start trading! Theretﬁ&i‘dyou can use to guide your overall portfolio decisions. Why should
literally thousands of options available. In Canada, | recommgqdiisten to what | say? It is true that | am not Warren Buffet.
Questradas they have a simple trading platform and they are ampggyever,Have made enough money with my investments to buy my
the cheapest brokers in Canada. There are also brokerages avgilable st house. Through my adventur

through all the major banBbkarebuilderZecco TradeKing  and some really bad ones. While the first ones got me a house, the
OptionsHousendScottradare among the best broker accounts inatter taught me what | know about investing. This is how | build m

the US. investing code.

The code i s based on research ar
This is actually a safer code than mine, but the goal here is not to
speculate on stocks but instead to build a strong passive income

gettingt hose dividends generator investment portfolio.

a buy dividend st oc.
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Hee t hey are (please stand up?9 lhacdmpang autd itsdividend, theruilmmetiately dedl that stock and

are in the bus!) move money to another dividend growth stock (according to asset
allocation);

Overall principle: To conserve investment capital through the

selection of sound and diversified portfolio Risk Profile

To achieve this | will: Risk is arazy thing. Take on too much and you either crash and burn

or you make out like a bandit. Take on too little and you get frustrated
1. Pick an appropriate and well diveasifiedallocation and stick youé6r e not making money (have yo
with it through thick and thin; rate recentl y?). Tymeduntyouiwd ked i s

comfortable with. | have spent some time determining what my risk
2.Invest passivélyselect solid dividend stock payers and hold theprofile is.

for yeay as opposed to actively tratiaggs on a monthly basis;

For a definition of the most common risk profilespcatehtttie
3. Generate a reliable and growing stream of income from dividgge ara lot of tools on the web to help determine risk profiles, but
stocks; the one that | like the best is atl&®CREF websitét is quick

and the results work.
4. 0Only invest in companies | understand (If there is one thing you

need to remember from Warren Busfétjs); For example, my resfiiten the tool are presented bieloam
classified as AAggressiveo, whic
5.Buy only companies that are selling at a discount;
AYou can tolerate volatility ani
6.0nly inest in companies that are dominant in their industry;  your investment because you realize that historically, equities perform
better than other types af v e st ment s. Ytermm6r e |
7. Only invest in companies that have strong fundamentals (ERSpi t al growth and are |l ess conc

(Earning Per Share), Revenue, ROE (Return on Equity), etc.);

AGGRESSIVE PORTFOLIO

8.No individual stock holding should make up more than 10% of yo
overall portfolio;

Far irvestors whao are probably comfortable with a higher level of risk.

m Equities 86.00% ® Real Estate 9.00%
Guaranteed 5.00%
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How To Build A Never Ending Cash Distributor

This profile does not mean that I will not hold any fixed income aBlist§unnel is derived from research presaféedHisher in his
in my portfolioonly that the majority of my portfolio will be focusbdok,The Only Three Questions That.Ct%t of investment

on equities.

returnsconfer om an i nvestoro6s

from the security selection.

ass

Your risk profile is going to set the framework for decisions down the
road, especially in terms of asset allocation. This will determine Thguright asset allocation balances the volatility (i.e. standard
will be comfortable having a higher percentage of your portfolie@vimtion or risk) in a portfolio with the expectation of certain returns.

equities as opposed to fixedme assetIhe best investing
strategy is always the one that helps you sleep well at night.

At first, you should take oditte risk as possiplist enough to

et al

allow you to beat the anticipated market returns over time (this is

&

Call to action #3: Know Your Risk Profile

Go to th@IAACREF websiend compl et e t he

do it in a heartbeat. Take some time to think about it. Then,

additionahvestor profile questiairefrom Charles Schwab. Both
guestionnaires shblead you to the same answer.

Asset Allocation

Selecting an asset allocation means you are putting your risk p
work in a way that balances risk and reward in your overall por
isalsdt he factor that contri but ¢
t hat again. It i s also the f

return. To illustrate this, think of investing like a funnel:

Fundamental Research and Review

¥

7% = Aszset Allocation
(stocks, bonds, cash)

20% = Sub-Asset Allocation
(country, sector, market cap, value vs. growth)

Source: The Only Three Questions that Coune, Ken Fisher

0% = Security Selection

S
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where dividend investing comes into play). There is a great deal ofBasic Materials;
research that has been done to identify what these optimal asset Communications:

allocationsre. | likewi | | i a m wé8ridor determireithe dight - Consumer, cyclical;
asset allocation. - Consumer, n@yclical;
-  Energy;

Coming up with an asset allocation does not need to be overly rinancial:
complex. An individual can choose to hold as few as 1 investrrlentlndustrial’.
product or as many as they want to cover his or her asset allocation ’

They key is finding something that you can managedract &é&ep Technology;

Utilities;
For example, for a balanced investor with a small portfolio, your Igcsﬁs%txam Id \io rat ilit hould h
allocation should look like this: ~ pi&,you concentrate more on utilities, you should have a
ifsafero portfolio, as sever al ut
the same dividend payout ratio and these companies are very stable
in their payments. Conversely, corstoleatan experier a lot

more growth during an economic recovery.

- 10% in cash (ING account)
- 35% invested in bonds
- 55% invested in dividend stocks

o As for me, | am not buying bonds right now becaudigidlemick

Keep it Simple stocks are better than boridwerefore, | would rather have a
Abal ancedo portfolio with divid

In my opinion, dividend stocks shauittit&0% in equity and 50% investments in bonds paying low interest. Depending on your investor

in fixed income. Because of their double nature, | would be tempggdffle and age, bonds can be a good thing (if you are looking for a

say that my dividend holdings represent an investment at 50% im@ggly stable partioo é payi ng very 1l ittl e i

income and 50% in equities. Dividend paying stocks are usually less

volatile than ndiidend paying stocks and they generate a steadyie most important thing | do to manage my portfolio is to ensure that

cash flow for the shareholder. On the other hand, shares willp{s@ctual asset allocation tracks my target asset allocation. At least

appreciate upon good news in the market. This is why | think it sbegéda year, | will rebalance my portfolio. Since | tend not to sell index

be considered as a balanced investment. fund, | use additional funds deposited into my accounts to purchase
my way to the target allocation.

In fact, if you want to hafiesaadfrerad fimor e aggressiveo dividend

portfolio, you can manage your asset allocation per investing seqipg x t | | esexdpart otimveserige building of a portfolio.
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®

Call to action #4: Determine Your Asset Allocatio

This is now the time to rd@tee how much you want to invest in
dividend stocks as compared to other asset classes. If you are
building your first portfolio, | strongly suggest you keep it simple:

- Bonds (government bonds, ETF bonds or certificate of deposit);

and
- Equity (US a@hnadian dividend stocks);

Then, itds only a matter of putting the right percentage in

must be in line with your investor pro@l (iceaction #3

By HikingArtist.com
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. ; : and look@for stocks to further anatiiezeg are a couple of places

Chapter #2: Looklng at the Er_]g”_]e of | believe dividend investors can look to get started. These are the
Your Never Ending Money Distributor 9 resources and tools that | use to screen for dividend stocks in my
Build Your Core Portfolio With Dividend L estment process. But Tirst,
Stocks

Before investy i n any stocks, you mus
In the first chapter, we discussed some basic investing princiffiegcial ratios carefully. When we talk about dividend investing, we
along with risk tolerance an @ddinafewmoregatigsgodogktali on model s. | di d

start off with dividend invesghgaway, as | wanted to make sure

you have some basic investment knowledge. If you are lookin@itsdlend Ratio #1: Dividend Yield Ratio

safer investment strategies (such as bonds and certificate of deposits)

or how to select the right ETHsGssa;simple dividemdratio o anderstandt bbtissgiibrtantn  t h i s

rest of thedok will be abdatilding a dividend stock portfolio The dividend yield is the percentage of return you earn from the stock
you bought. Therefore, if you invest $1,000 in a stock that has a

You were probably wondering when | would get to talking atheidend yield of 3%, you will earn $30 from the dividends per year.

dividend growth stocks, right? It took me more than 3,700 words but

now is the time! | choose to invest in individual dividend paying to calculate the dividend yiekibra

secuities that consistently increase their dividends in both the U.S.

and Canada. | do this as opposed to using index funds because Yavean usually obtain this information friomwestiyg websites

the investment selection process and the reward | get when Hseevever , you can al so calcul ate
dividend payments grow and my portfolio value daglspond

i ncrease. I know this goes agaCompgahynawe: Uohriseh®@ Jofheoh n st ei nds i nv .
philosophy, but it is a risk | choose to take. - Company ticker: INJ (on the American stock market)

) _ . o - Stock price: $59.69
In this section, | am going to talk about how to do an initial screen forannual dividend payoRl6
dividend stocks and some of the tools | use. - Dividend yield (annual dividend payout/stock price) =

. . ($2.16/$59.69) = 3.62%
There are liteyathousands of stocks available to choose from. Not

all stocks pay dividends however, and not all stocks are good
investments in general (not by a long shot!). When building a portfolio
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Quick guideline on Dividend igkt:be over 3% ersonally, | like  example, if a company paid a $1 dividend per share last year and is
when | buy a dividend stock giving me something in return. nawpaying a $1.10d#ind per share, your 1 year dividend growth is
di vidend st ocksas( uinddievri d3e%)d dsal@®bctk scoo uunntd er my
own definition.
Quick guideline on dividend 1 year growthnmasbbe positive
Dividend Ratio #2 (5% and up is better, but do note that in some years you may have no
dividend increases.

Dividend 1 year Growth Ratio

Dividend Ratio #3
The dividend 1 year growth ratio will tell you if the company has
recently increased or cut its dividend (you can read more aboudend 5 years Grow®atio
dividend increases and dividend This is interesting information
as it provides you wi gderception i dhEsais exdctly thb samenidea agyteendevidend 1t yeaa gréwth ratio.
of the future of the company. If the dividend 1 year growth ralWi¢het is interesting with the 5 year dividend growth ratio is that you
positive (letds say 5%), t hi anseea olear tterid antthe tividend payaoutp latheys yéar groavth is
will be able to maintaidiit&glend payduatthe future. Conversely, a similar to the 1 year growth, this meankehcompany has the
dividend 1 year growth megatould reflect a dividend cut, whichhabit of systematically increasing its dividend, year after year.
leads to potential financial problems over the short term (for example.
BP cut its dividend back in 2010 when their pipeline broke Ymal can find the best dividend payers (companies that have been
created one of the most devastating oil leaks in history). increasing the dividend for more than 5 years) from the following list:

How to calculate thevitiend 1 year growth ratio - Dividend Aristorcrats list
- Dividend Champions list
You can usually calculate the 1 year growth ratio by taking the priorpividend Acheivers list
yearo6s dividend payout and the present yearod6s dividend payo
Quick gideline on dividend 5 years growthmiadiobe over 5%
(then you know that you have a consistent increase in your dividend

aQuick guideline on dividend 1 year growth payout)

ratio. must be positive.o
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Dividend Ratio #4 Dividend Ratio #&arning Growth

Dividend Payout Ratio The logic behind looking at earning growth is to know (again) if the
company will be able to maintain its dividend. Earnings are defined as
The dividend payout ratio (DPR) is very important as it gives yeuesmues minus costs, minus taxes. In other words, earnings are what
clear indication of whether or not the company will be able to mamiaiih in cash in the company (e.g. wiftatoidbé distributed as a
itsdividend payout dividend or reinvested). If earnings grow then your chances of seeing
a dividend increase grow as well.
How to calculate the Dividend Payout Ratio
Quick Guideline on earning gnowii be positive.
Herebds the ratio formul a:

DPR = Dividends Per ShaEarning Per Share @

For example, if a company paid out $1 per share in annual dividegdlsto action #5: Take a Second Look at the Dillidend
and ha&3 in EPS, the DPR would bg(8B%$3 = 33%). Another Lists

way to get the same ratio is to calculate:

Dividends / Net income Use thedllowing list and take a look at the stocks you can find there:

Dividend Aristorcrats list
C1[D)ividend Champions list
ividend Acheivers list

In the end, what is importantusderstand if 33% DPR is high or ~
low. | personally prefer a dividend payout ratio under 75% (and aimin
usually for 50% or lower). This means that the company has a |6t of
room to maintain its dividend in the future.

Review the key dividend ratio across those charts and look for

Quick guideline on dividend payountatt be below5%. companies you wunderstand. bty
companyO0s main mayokkedwifivieaskrang t h e
investment?
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How to Find Good Dividend Stocks the last 25 years. Not only have these companies survived, they have
thrived.
It is one thing to |l ook at financial ratios, but itdos anothe

down to finding good dividend stocks. If you look at them one by*d#@rning about dividend aristocrats for young investors
it could take you a lifetime. TWtsyi$ will point you to a few ways to

find the stocks you are | ook iJdsgbeqayse acompanyisoathis|l usi ve | i st does
a musbuy stock. It simply means that they have been able to
Go with the bests: Dividend Aristocrats increase their payout to shareh

overpaying for stocks just because a company is on this list.

The dividend aristocrats are companies on the S&P 500 Index that

have carried through with the idea of consistently increasing” feMust also keep indithat these companies may not offer as
dividendsffered to investors for at least 25 years. much growth in terms of stock appreciation. T_hey will offer you a
steady return over time, but the stock may not increase as much as

Consistently may be a term t RHaPALZUP N[ coRiRgompany,qn ingstogkgngrket o s y a1 | y

case it is meant in its literal sense. The records are checked for every ) ]
dividend payment over the last 25 years to ensure that they Rividend Achievers and Chaans
inaeased each time consistently.

Since the Dividend Aristocrats represent a very selective list, there are
This is essentially a very exclusive list. Think about how n#afther great dividend lists you can crawl to find your next stock to
companies on the market were not even around 10 years ag®Ulet
alone 25 years ago. The list signifies that these are well established

companies with steady dgrower time. Thedividend achiever lias ben created ergent in@a leading
provider of business and financial data. Founded in 1900, Mergent
Why are the dividend aristocrats so unique? specializes in data analysis of publicly listed companies. They are

tracking all U.S., companies to determihe stduks can be
ltos extremely rare for a c oliRfpaediptherygalugblg dividendliste it s di vi dend

investors for a long period of timesialgpfor a period as long as o _ _
25 years. This is a list for companies that havesgiesryl dhe The reason why the dividend achiever list was created was to track a

ability to survive the various market swings that have occurred!@@ar number of stocks comparediivitiend aristoaat
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In fact, in order to be considered as a dividend achiever, a comganyidend Challenge(about 202 companies)

must raise its dividend for at least 10 consecutive years. The goal of

this dividend list is to identify the best dividend stocks with regaidsetdhird list contains companies that have been increasing their
consecutive dividend raise. dividend for 5 to 9 years in a row.

TheDividend Champion hias been created and maintained byFor each category, you are also able to see just how many

David FisiHe is the executive editor of The Moneypaper Newslett@rsecutive years thenpany has been increasing their dividends.

and cananger of the MP 63 fund (Symbol: DRIPX). Some of them are pretty impressive (11 companies have been
increasing their dividend for more than 50 years!).

This list is by far the most complete and detailed dividend list offered

for free (and updated monthly). It provides quality information suefp@asto use a Stock Screener

number of years of dividend raise, dividend yield, company sectors,

exdividend date, etc. The completeplisvided here The above mentioned list should be enough for you to find what you
are loking for. | like searching through those lists because they are

Another interesting point is that the dividend champion list is divigegiifained by professionals and contain valid information. However, if

3 main categories: you want to do your own stock screening, there are free resources
you can use.

#1Dividend Champidabout 99 companies)
Another tool | use to identify dividehd &r further analysis is the
Thosecompanies have been increased their dividend payout forigtwiz Stock ScreenEhis is a free stock screener that allows
least 25 consecutive years. investors to input reams of criteria to come up with a list of stocks to
do further analysis on. Here aceitidwga | use to filter stocks:

#2Dividend Contende(about 135 companies)
Descriptive
The second list includes companies that have been raising their
dividend payout for 10 to 24 years. They are the nerteto bec .  pividend Yield: over 3%
Dividend Champions.
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Fundamental How To Build Your Own Dividend Stock Analysis
Template

- P/E ratio: Under 15
- EPS Growth this year: positive In order to build your own dividend stock analysis template, | suggest
- EPS growth next year: positive you start with my template and add what you think could be
- EPS growth past 5 years: positive interesting fgiou. You might want to see if it fits idiyidend
- Sales Growth past 5 years: over 5% asset allocati@m instead look more into the company management
- Payout Ratio: Undéfo team. The possibilities are endless. However, | would suggest you

keep a simple dividend stock analysis template so you can run
| wish this stock screener would present dividend growth over 1sggarhstocks through the tool. This will help ensure you make good
and 5 years but unfortunately that data is not available with adfeisions.
screener.

So hereds how I think | will pre
These are the three resources | consider when utilizing a list of stocks
to complete further analysitHowever, | do not simply buy off theThe Company Stock Description
lists. | do further fundamental analysis on each and every stock |
consider buying. Write down what the company does as you would describe it to a
friend. Find out abthdir markets, their products, their strengths and
their weaknesses. Understand th
how the industry works (e.g. what is important to look at, specific
consideration, how balance sheet should be analysed), you should

Call to Action #6: Play with the screener lookinto it more prior to looking at thatsetk

Stock Graph

UseFin Wiz Stock Screeeed start looking at different stocks.; yse a 5 year stock chart showi

Once you have played with the stock stweangufficient amount  gyerall trend of the stocks over the most recent economic cycle.
of time(and completechll to action #5)you will have some  piyidend stocks are obviously more interesting whetraaérygar

investing opportunities in mind. Note them in an excel spread shgel, upwards trend. If yoGassle Financgou can also get the
Keep track oftllata mining you just did (include financial ratios). gividend payment on the graph.
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