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Legal Term of Use 

THE CONTENTS OF THIS MANUAL REFLECT THE AUTHOR’S VIEWS ACQUIRED 

THROUGH HIS EXPERIENCE ON THE TOPIC UNDER DISCUSSION. THE AUTHOR 

AND/OR PUBLISHER DISCLAIM ANY PERSONAL LOSS OR LIABILITY CAUSED BY THE 

UTILIZATION OF ANY INFORMATION PRESENTED HEREIN. THE AUTHOR IS NOT 

ENGAGED IN RENDERING ANY LEGAL OR PROFESSIONAL ADVICE. THE SERVICES 

OF A PROFESSIONAL ARE RECOMMENDED IF LEGAL ADVICE OR ASSISTANCE IS 

NEEDED.  

WHILE THE SOURCES MENTIONED HEREIN ARE ASSUMED TO BE RELIABLE AT THE 

TIME OF WRITING, THE AUTHOR, PUBLISHER AND THEIR AFFILIATES ARE NOT 

RESPONSIBLE FOR THEIR ACTIVITIES. FROM TIME TO TIME, SOURCES MAY 

TERMINATE OR MOVE AND PRICES MAY CHANGE WITHOUT NOTICE. SOURCES 

CAN ONLY BE CONFIRMED RELIABLE AT THE TIME OF ORIGINAL PUBLICATION OF 

THIS MANUAL.  

THIS MANUAL IS A GUIDE ONLY AND, AS SUCH, SHOULD BE CONSIDERED SOLELY 

FOR BASIC INFORMATION. EARNINGS OR PROFITS DERIVED FROM PARTICIPATING 

IN THE FOLLOWING PROGRAM ARE ENTIRELY GENERATED BY THE AMBITION, 

MOTIVATION, DESIRE AND ABILITIES OF THE INDIVIDUAL READER.  

NO PART OF THIS MANUAL MAY BE ALTERED, COPIED, OR DISTRIBUTED WITHOUT 

PRIOR WRITTEN PERMISSION OF THE AUTHOR OR PUBLISHER. ALL PRODUCT 

NAMES, LOGOS, AND TRADEMARKS ARE PROPERTY OF THEIR RESPECTIVE 

OWNERS WHO HAVE NOT NECESSARILY ENDORSED, SPONSORED, OR APPROVED 

THIS PUBLICATION. TEXT AND IMAGES AVAILABLE OVER THE INTERNET AND USED 

IN THIS MANUAL MAY BE SUBJECT TO INTELLECTUAL RIGHTS AND MAY NOT BE 

COPIED FROM THIS MANUAL. 
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Introduction 

Hello! 

My name is Mike McNeil and I’m the author of 

The Dividend Guy Blog along with the owner 

and portfolio manager over at Dividend Stocks 

Rock. I earned my bachelor degree in finance-

marketing, own a CFP title along with an MBA 

in financial services. Besides being a passionate 

investor, I’m also happily married with three beautiful children. I’ve started my 

online venture to educate people about investing and also to be able to spend 

more time with my family. 

I used to struggle with the same issues millions of small investors deal with on a 

daily basis. Which stocks to buy? When to sell them? How to find the time to 

manage my portfolio? How to diversify? I wasn’t into dividend investing until I 

looked at my portfolio returns in depth to realize I was having difficulty keeping 

up with the market.   

The root of the problem was a very poorly built portfolio that lacked structure and 

the components required to build a sturdy base.  I made good money from the 

stock market but I was taking unnecessary risk to achieve my investing goals.   

From that point on, I was determined to create a portfolio strategy that would 

allow me to benefit from dividend growth stocks as a solid foundation. Since 

then, I manage my portfolio with a stress free method that enables me to cash 

out dividend payments even when the market goes sour. 

The purpose of this guide is to show you how you can take care of your own 

portfolio and make sure you live a carefree retirement. Investment brokers and 

financial advisors are taking too much money away from your portfolio and this 

may become the cause of a lack of money at retirement. Speaking of which, do 

you know who will pay for your retirement? 

 



ROCK SOLID RETIREMENT PORTFOLIO GUIDE 

DIVIDEND STOCKS ROCK  Page 5 

Who Will Pay For Your Retirement? 

When it comes to retirement planning, most people are now left on their own. On 

one side, we have employers who left their employees with the burden of saving 

money on their own by cancelling their defined benefits pension plans. On the 

other, we have a plethora of financial advisors working for banks selling their high 

fee mutual funds. Who is stuck in the middle of this? You and your nest egg trying 

to do your best to manage your portfolio. 

Since 2008, investors also have had to face a new enemy: volatility. A quick view 

of the VIX index (volatility index) over the past 10 years shows us how it is hard to 

generate linear returns: 

 

This is the main reason why most employers decided to stop defined benefit 

pension plans and returned the responsibility for risk (and volatility) to the 
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employee. If you are looking for a stress-free retirement, this is your responsibility 

to make it happen.  

HOW MUCH DO YOU NEED TO RETIRE? 

This is a very broad question and there are no “one fits all” answers. If you meet 

with a financial planner, he will be able to build a solid retirement plan for you. If 

you lack  money, you can play on different metrics to reach your goal: 

 Work Longer 

 Save more 

 Spend less 

 Improve your investment returns 

As you can see on the following graph, retirement planning must be done for 

several years as our life expectancy keeps increasing: 
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A good rule of thumb is that you need to withdraw 4% of your portfolio each year 

at retirement if you hope your investment will out survive you. Statistics show 

that most balanced portfolios will generate over 4% after fees over a long period 

of time. If you withdraw over 4% per year, you don’t necessarily put your 

retirement plan at risk, but your capital will eventually decrease. 

Therefore, if you need $50,000 per year to live, your portfolio must be worth over 

$1,250,000 ($50,000/4%) to support this lifestyle “forever”. Without going into 

complicated math, you can easily guess that if your portfolio is less than $1M, you 

will not be able to generate 50K in revenue until you pass away… especially if you 

want to keep up with inflation.  
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BONDS, CD’S AND OTHER “SAFE” INVESTMENTS WON’T MAKE IT 

It is pretty obvious that if you count on bonds or certificates of deposit (CD) to 

generate 4-5% return, you will fail. If we could invest in a safe investment vehicle 

generating a steady 5% each year, nobody would care about the stock market and 

we could build very strong retirement plan and finally enjoy life instead of 

worrying if we will still have money in our bank account once we turn 75. 

Unfortunately, most investors think bonds and CDs qualify as “safe investments” 

where both face a huge risk when interest rates are low. This risk is called 

inflation. Each year, the money in your wallet is worth less and less: 

 

The US consumer price index (CPI) started at 100 in 1984. To make it simple, let’s 

simply pretend that to bought a package of goods that cost $100 in 1984, you 

would need $238.10 to buy them thirty-one years later. This makes a huge 

different in your wallet, doesn’t it? 
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The current low interest rate environment will stick around for several years. 

Governments, banks and consumers are heavily indebted and would hit a wall if 

interest rates were to rise rapidly. This will eventually happen, but in the 

meantime, investors have to sit on the sidelines and wait. You may think this is a 

new situation, but it isn’t. Since 1981, interest rates keep going down: 

 

This is why you have to search elsewhere to build your retirement portfolio. I’m 

not saying that bonds and CDs should not be part of your investments. After all, 

the best investment is the one helping you sleep well at night. However, a 2% CD 

might wake you up in the middle of the night if you are retired.  

Therefore, unless you are okay with cutting your lifestyle or working until you are 

70, you need to find another alternative to invest in for retirement. Fortunately, 

there is a solution for your retirement portfolio. This solution is called Dividend 

Growth Investing. 
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Dividend Growth Investing for Less Stress 

The first question that comes to mind as an investor is: why choose dividend 

investing over all the other investing strategies used by investors? In 2011, 

Ridgeworth Investments1 highlighted the main benefits of dividend investing: 

The dividend evolution of a company is a transparent Corporate Finance Health. 

image of the company’s ability to generate wealth for its investors over time. 

Dividend growth is a direct translation of management’s confidence in the 

company’s future. 

From 1926 to 2011 Dividend paying stocks are Significant Source of Total Return. 

responsible for over 43% of the S&P 500 returns (source JP Morgan Asset 

Management). Therefore, almost half of your total return is found in dividend 

payments. 

. Research has proven the impact of a dividend Important Impact on Stock Returns

announcement. On average, a dividend increase pushes the stock higher by 2% 

(Aharony and Swary,1980), a dividend initiation increases the stock value by over 

2% (Michaely, Thaler & Womack, 1995) and a dividend cut decreases the stock 

value by 9.5% (Healy and Palepu, 1988) 

Have you ever heard of the expression “getting paid to Lower Relative Volatility. 

wait”. During bearish markets, dividends are like a buffer to your portfolio 

valuation. While the value of your stocks fluctuate, you still receive your dividend 

payout which reduces your portfolio volatility.  

Bonds holders think they Higher Returns Regardless of Interest Rate Movements. 

hold safe securities until the day the FED raises its interest rate. Then, they realize 

bond values can drop as fast as a stock in a market crash. With interest rates at 

their lowest, dividend stocks become a great solution for income dependent 

investors. 

                                                
1
 https://www.ridgeworth.com/includes/files/assets/files/1299698779_Dividend White Paper.Final.pdf 

https://www.ridgeworth.com/includes/files/assets/files/1299698779_Dividend%20White%20Paper.Final.pdf
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I would also add that dividend growth investing protects your revenue from 

inflation. If each year your dividend payment increases, you can continue to live 

on those distributions without having to worry about inflation hurting your 

purchasing power.  

DIVIDEND GROWTH INVESTING OUTPERFORMED THE MARKET 

For the past 85 years, dividend stocks have contributed 43% of the total S&P500 

annualized returns. 

2 

Therefore, this investing strategy doesn’t only generate a constant income stream 

but it also performs well over time. By building a 3%+ dividend yield portfolio with 

an overall dividend increase of 2-3% minimum, you are also assured to beat 

inflation over the long haul. In other words, your portfolio doesn’t only generate 

a 3% dividend yield today but your payout will grow faster than the rate of 

inflation. If you plan on living off of your dividend income, this source of income 

had better be indexed better than a pension plan! Doesn’t this sound like a good 

retirement investment for you? No more mandatory Kraft Dinner meals! 

                                                
2
 JP Morgan Asset Management: 

https://www.jpmorganfunds.com/cm/Satellite?UserFriendlyURL=home&pagename=jpmfVanityWrapper 

https://www.jpmorganfunds.com/cm/Satellite?UserFriendlyURL=home&pagename=jpmfVanityWrapper
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7 Dividend Investing Principles to Follow 

I’m not exactly following the buy & hold strategy recommended by many 

dividend investors. I like to build a core portfolio of stocks I would probably never 

sell but I also like trading a few more stocks in and out to make a healthy profit. 

Imagine if you could still invest actively in individual stocks while building a rock 

solid portfolio.  Imagine if you could use the fundamental principles of investing 

without getting bored or having to read hundreds of pages of stock research. 

My investing website; Dividend Stocks Rock (DSR) follows the same dividend 

growth model I use to manage my own portfolio. I didn’t come up with these 

investing rules out of the blue. Each rule has been put in writing after several 

years of trading dividend stocks, reading through many financial research 

publications and listening to top investors and portfolio managers’ wisdom. Here 

are my 7 dividend investing principles: 

 Principle #1: High Dividend Yield Doesn’t Equal High Returns 

 Principle #2: If There is One Metric; It’s Called Dividend Growth 

 Principle #3: A Dividend Payment Today is Good, A Dividend Guaranteed 

For the Next 10 Years is Better 

 Principle #4: The Foundation of Dividend Growth Stocks Lies in its Business 

Model 

 Principle #5: Buy When You Have Money in Hand 

 Principle #6: If You Know Why You Bought, You Will Know Why You Sell 

 Principle #7: Think Core, Think Growth 

In the following section of this book, I will guide you through each principle and 

provide you with additional reading and research.  

  

http://www.dividendstocksrock.com/buildyourownportfolio/
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#1 HIGH DIVIDEND YIELD DOESN’T EQUAL HIGH RETURNS 

Some investors look for the highest dividend yield possible. Did you know that the 

highest dividend yielding stocks underperform more “reasonable” yielding 

stocks? The Hartford Mutual Funds3 Company wrote: 

“The study found that stocks offering the highest level of dividend payouts have 

not performed as well as those that pay high, but not the very highest, levels of 

dividends.” 

 

Following this principle, I usually aim for dividend yields over 2.00% but under 5%. 

During a bullish market, I’ll even start being cautious with stocks paying over 4% 

in dividend yield. I’ve done my own research and even built a case against high 

dividend yield.  

A few exceptions may be made for lower paying dividend stocks as they can show 

very strong growth perspectives. For example, companies like Apple (AAPL) and 

Disney (DIS) are part of my portfolio for this reason.  

The goal is to cover inflation with the dividend yield and ensure the company can 

still shows stock value growth potential. 

 

  

                                                
3
 http://www.nelson-securities.com/New/nelsonsecurities/Thepowerofdividends.pdf 
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#2 IF THERE IS ONE METRIC, IT’S CALLED DIVIDEND GROWTH 

Beyond dividend yield, there is dividend growth. To be honest, the dividend yield 

doesn’t matter to me. I even picked stocks with yields as low as 1% (Disney:DIS) 

for example. What really caught my attention is management’s will to increase 

this payout year after year. Here’s an interesting quote from Saturna Capital4: 

“Indeed, dividend growth has been a much larger determinant of equity returns 

in this new era of low benchmark rates and higher levels of uncertainty.” 

 

At DSR, we look at dividend growth over 5 and 3 years. We ensure both metrics 

are positive to ensure that management is dedicated to returning more wealth to 

investors over time. This is also a great indicator of management’s confidence in 

the company’s future. In addition to including dividend growth stocks in our DSR 

portfolios, we also provide a list of Pure Dividend Growth stocks updated weekly. 

 

  

                                                
4
 http://www.saturna.com/pdf/commentary/FromTheYardarm-20130301.pdf 
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#3 A DIVIDEND TODAY IS GOOD, A DIVIDEND FOREVER IS BETTER 

Since 2009, companies have been very careful to manage their payout ratios. The 

dividend payout ratio tells you what percentage of the earnings per share (EPS) is 

used to pay the dividend. In an ideal world, the dividend payout grows at the 

same rate as the EPS in order to keep the same payout ratio. We can see that 

recently, companies have grown their EPS faster than their payouts: 

Dividend Payout Ratio of Stocks in S&P 500 Index 30-Year Average vs. 2014, 

period ended June 30, 2014 

5 

This graph shows us there is plenty of space for more dividend increases in the 

future if you select the right stock. Companies included in our portfolios show a 

payout ratio under 80%, most of them have a payout ratio under 65%. We want 

to make sure companies not only continue paying their dividend but will also 

increase it in the future. 

This covers which type of dividend stocks you should look for. But the dividend 

payout is only the result of a sound business model. There are other metrics to 

consider prior to buying a dividend stock. These metrics are linked directly to the 

company and not its payout. 

                                                
5
 Compustat via FactSet. Indexes are unmanaged, and one cannot invest directly in an index. Past performance 

does not guarantee future results. 
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#4 THE FOUNDATION OF DIVIDEND GROWTH LIES IN THE BUSINESS 

MODEL 

When you think about what the dividend truly represents for a company, you 

quickly understand it’s the “extra money” left in the bank account once all 

profitable projects have been funded. Instead of leaving this money sleeping in a 

bank account, the company can generate more interest in its stock by distributing 

dividends. Businesses which pay dividends and increase them will outperform 

other stocks: 

6 

 

  

                                                
6
 Edward D. Jones: https://www.edwardjones.com/en_US/resources/news/dividends_growing/index.html 
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Now, how can you find these marvels? This is why you need other financial 

metrics to identify companies that will be able to sustain and increase their 

dividend for the next 10 years. At DSR, we look at the 3 and 5 year metrics for 

Sales and Earnings per Share (EPS) growth. We only select companies showing 

positive growth on both the 3 and 5 year periods. Since an economic cycle lasts 

between 5 and 8 years, a strong company should be able to post increasing sales 

and earnings over these periods. 

DSR STOCK METRICS 

3 year revenues = positive 

5 year revenues = positive 

3 year EPS growth = positive 

5 year EPS growth = positive 

 

Why look for these metrics? Technically, you can’t expect to pay dividends if you 

don’t make money (earnings per share). Following the same train of thought; it’s 

impossible to continuously increase dividend payouts without increasing the EPS. 

But in order to increase the EPS, you need to increase your revenues (sales). The 

more sales, the higher EPS (if your margins are positive of course!). And the 

higher the EPS growth, the higher the chances of seeing an excess of cash flow 

converted into a dividend increase. 

The reason why I don’t require a 5% or 10% growth or the one year data on both 

metrics is to avoid discarding strong companies running into small bump in the 

road. As you can see in the following graph, many great companies have 

experienced a rough year of sales: 
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This doesn’t mean they are not good companies to include in your portfolio. It is 

important to keep in mind that revenues can’t always climb higher every year and 

it’s only normal that there are small, temporary declines in sales. The first 4 

dividend investing principles are not the ingredient of a magic formula that will 

guarantee your investing success. However, it will help you focus on the right 

stocks. Overall, I follow 7 investing principles that have been proven and provided 

me with great returns since 2010, the year I started to pick dividend stocks. 
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#5 BUY WHEN YOU HAVE MONEY ON HAND 

One of the most debated questions among investors is definitely when is the right 

time to buy a stock. There are many ways to determine the “perfect time” to add 

shares to your portfolio. Most of them are just gimmicks to take money out of 

your wallet. At DSR, we would rather buy stocks when we have the money 

available. Look at what is waiting for us right now: 

S&P 500 Companies’ Total Cash as a Percentage of Total Assets 

7 

As you can see, companies have never held this much cash in their bank accounts. 

What does this mean? It means that stocks will continue to rise as they increase 

their dividends. Sure, you can get lucky and buy during a quick dip. In 2014 for 

example, there were nice buying opportunities in February, April and August: 

                                                
7 Source: Ned Davis Research, Inc. Most recent data is through 6/30/2014. 



ROCK SOLID RETIREMENT PORTFOLIO GUIDE 

DIVIDEND STOCKS ROCK  Page 20 

 

But let’s be honest, each time we hit these headwinds, we start reading about 

dozen of reasons stocks would continue to go down. In January, results weren’t 

as high as expected, then we heard it was the end of the party and a 10% 

correction was to follow the 2013 crazy bull market. Similar stories popped-up in 

August. Therefore, how is it possible to call the shot and aim for the perfect 

moment to enter a specific stock? Take a wider range and look at the S&P 500 

over the past five years: 
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Where are the great opportunities of February, April and August 2014 on this 

graph? You are right, they are very small and insignificant. The only truth I see on 

this graph is the following: once you have selected the right stock, the right 

moment to buy it is now, time will do the rest. 

Principles #1 to #4 cover how to find the right companies. Once you have found 

them, the sooner you buy the stock, the sooner you start cashing its dividend. 
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#6 IF YOU KNOW WHY YOU BOUGHT, YOU WILL KNOW WHY YOU SELL 

If buying seems complicated, selling stocks is probably worse. I wrote a complete 

guide around the right time to sell which I will summarize with the following rules: 

 I never sell a stock because I make X% on it; 

 I sell a stock because the upside potential has materialized; 

 I never sell a stock because it is at its highest price ever; 

 I sell a stock because I don’t see how it will continue to go higher; 

I use a stop sell instruction to protect my profit once I’ve decided the stock can’t 

reliably go higher. 

I have explained how I select companies to be part of my portfolio. These are my 

reasons to buy. Then, if the company doesn’t meet these requirements upon my 

quarterly review and don’t see how it will get back on track, I simply push the sell 

button. The reason to buy a stock becomes my reason to sell it. Let me ask you 

this question: If a stock is up 50% in my portfolio but still shows upside potential, 

why would I sell it? 

The classic example is when a company suspends or cuts its dividend – that’s an 

immediate sell trigger. Technically, you should get to this extreme by following 

Dividend Stocks Rock’s dividend growth model. Since we follow revenues, 

earnings and dividend metrics, we will highlight stocks that with eventually have 

problem paying their dividend. Each quarter, we review all stocks in our 

portfolios. We look at their financial results and answer these two questions: 

 Is the company heading towards my expectations?  

(e.g. is the potential being realized or was it just a mirage) 

 Does the company still show future upside potential?  

(the stock may go up, and still shows it could climb higher) 

When the answer to one of these two questions is a blunt “no”, the sell is 

triggered. 



ROCK SOLID RETIREMENT PORTFOLIO GUIDE 

DIVIDEND STOCKS ROCK  Page 23 

#7 THINK CORE, THINK GROWTH 

We have a different way of managing our DSR portfolio compared to the regular 

“buy & hold” dividend investor. We tend divide our portfolio in two segments:  

the core portfolio built with strong & stable stocks meeting all our requirements. 

The second part is called the “dividend growth stock addition” where we may 

ignore one of the metrics mentioned in principles #1 to #5 for a greater upside 

potential (e.g. riskier pick as well). 

 

It’s fairly easy to select a company like Procter & Gamble (PG) since it has been in 

business forever and has always paid a good dividend. However, picking-up 

Seagate Technology (STX) after the stock tumbled or Apple (AAPL) when it was 

going nowhere but started to pay dividends is another story. I have both in our 

portfolios to generate a higher return. 
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While the core section is like any other dividend growth portfolio, the additional 

segment will require closer follow-up. This is the part of our portfolio that will 

most likely generate the most volatility. Since we don’t have the same risk 

tolerance, we have divided our portfolios into “conservative” and “growth” 

models. This means the conservative one won’t likely include the “addition” 

segment and will concentrate on the core portfolio. 
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What’s Your Next Step? 

This resumes the investing principles I use to manage my dividend growth 

portfolio. In the end, the true power of dividend investing is materialized through 

time. The longer you keep your dividend growth stocks, the higher the return you 

will earn from your investments. And this is how you will succeed in building a 

solid retirement portfolio. 

In order to help you out building this portfolio, I’ve created a dividend growth 

investing platform called Dividend Stocks Rock. This is an online membership site 

that gives you access to all the tools and techniques you can personally use to 

build a rock solid portfolio.  This is not about stock recommendations or some 

kind of guru principles. It’s about sound investing decisions made based on solid 

stock research.  And 95% of the work is done for you. 

 

Dividend Stocks Rock will build your knowledge, skills, and investment capability 

from the ground up.  You’ll master the techniques you need to understand what 

drives portfolio growth and individual stock growth to build the portfolio you 

want.  Most importantly, it will give you the data at your fingertips to allow you to 

put the process into action from day 1. 

http://www.dividendstocksrock.com/buildyourownportfolio/
http://www.dividendstocksrock.com/buildyourownportfolio/
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Dividend Stocks Rock is more than a premium investing newsletter: 

 We manage real-life dividend portfolios and send trade alerts when we 

buy or sell a stock.  

 We provide you with pre-screened stock lists with various metrics. 

 We create 1 pager stock analyses to save you time from reading 

numerous pages of financial information. 

 We help you in your valuation process with an excel spreadsheet 

calculator using a two stage dividend discount model. 

 We write a bi-monthly premium investing newsletter to keep you 

updated on the stock market. 

We have priced this product for the individual investor! Personally, I am sick and 

tired of the investment industry fleecing the individual investor and charging 

outrageous mutual fund fees or brokerage costs because they have “convinced” 

(read: brainwashed) us into believe we cannot invest on our own. Invest on your 

own and they say we are destined to a life of poverty! You can check the various 

pricing options here.  

I sincerely hope this guide will help you build a stronger retirement portfolio and 

enable you to reach out your goals stress free. 

 

Good luck with your investments, 

 

Mike McNeil 

Founder of Dividend Stocks Rock 

http://www.dividendstocksrock.com/buildyourownportfolio/
http://www.dividendstocksrock.com/buildyourownportfolio/

