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Introduction

Dividends are a good thing. The majority view is the more the
better. Many studies about investment performance provide
compelling evidence that over the long term more than half gf
returns come from dividends.

nd \"/-
4 g wealth on a
0 /

the important role dividends can play

solid footing. It will provide you )
do in order to become a succes ividend incoprie investor.

Investor.com
earlier in 2011.

Back tested, it ha o0d the test of time. It would have navigated
§ fely through virtually every market condition with
axi gaingnd minimum risk. It has proven its merit through

s,/inflation, stagflation and recession, as well as the political and

iou economic cycles, including periods of high and low interest
socjdl upheavals during the last 25 years.

pubfications DII Snapshots and Dividend Income Reports for
the purpose of assisting our subscribers to make better-informed
investment decisions.

At inception, we decided that to remain independent and objective
we would not accept any advertising. Therefore, our revenues are
based solely on subscriptions. This makes it necessary that our
content must fulfil subscribers’ needs for useful and quality
information, resulting in continued subscriptions.
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The proven methods found in our Guide to Dividend Investing
assist us in making thoughtful decisions with our own capital as we
continue to build our own Dividend Income Portfolio.

The Guide to Dividend Investing will show you what works,and

What you will find in the Guide

The 90-page Guide to Dividend Investing j
investor use dividend income to build wea
Guide:

o I talk through the basics = ‘

how, and when compa |
companies pay large
companies are able to k
How dividend income
undervalued shargs, i ivi "... profit
j . i . choose
better divider i ivi i ... when to
sell... and n
- the extn

dividends; why some
and why high quality

I provide an introduction to our powerful formulae on which
pur valuation metrics is based for finding historically
undervalued companies

o Finally, I have included a resource for further recommended
reading
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Chapter 1
Why Dividends?

Many people dismiss companies that for decades have been p
dividends and that grow their payouts year in, year out.

ying

they are historically undervalued

My name is Steven Dotsch. I Q
kiring comfortably, primarily

vielding shares with increasing

a statement about how it sees the future of the business

Dividends can go up, year after year after year, and with
every increase, the yield on your original investment rises as
well. Even if you start with say, a dividend yield of 3 per cent
or 4 per cent, over time, you could easily end up with a yield
of 10 per cent or more based on the purchase price of your
shares.

What are Dividends?

As a shareholder, you are part-owner of a company. And therefore,
you deserve your fair share of the net profits in the form of dividend
payments.
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However, it's not up to you but to your company’s Board of
directors to decide when and whether (or not) to pay a dividend to
its shareholders.

term income-minded investors, like you and me, and it/gemerally \is
regarded as a sign of financial strength going forward.

Normally, when a company cuts its dividend, it signals an
inability to manage its finances properly. Afte
ability to pay steady dividends over time
increase them — are the single best clue
company and its management tea

its power to
@ quality of the

This signalling function explains yary Boards are usually
reluctant to cut dividends.

non-refundable returns on my

paying companies that are historically undervalued.

So Why Do Dividends Matter?

It's simple . . .

Sensible investors will only hold a company’s shares if they believe
that, at some stage, they will receive a payment from the company
itself.
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Chapter 2
Dividend Growth

Now that I have explained the huge potential of dividend-paying
shares that increase their dividends, how much longer apé \you
going to:

1. Keep your money in a savings account earning i

2. Let the rising cost of prescription drags, [ energy,

day expenses
erode your Ilfestyle and th&a

Inflation is not just some future ; appening right now,
S get worse, it still will eat
away at the comfortable, wo free etfrement you are looking

forward to.

risk roller spast
@1' ] . . . Spread betting or other types of high-risk leveraged
iMfvestments

20
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A
' A\

"Today’s* investors face cash rates at record lows, diminishing
fixed income yields demanding a higher risk appetite, and
stubbornly high inflation. Equity income is a 'best of both worlds’
option, one in which investors are able to preserve and grow
capital, while generating consistent, steady income."

Tony Stenning - Head of BlackRock’s UK Retail Business

. J
Y

*Press release, March 24, 2011, regarding the laung € mew income funds

annum, then, in 12 years

Even worse . . average inflation rate of just 3% per year
your pound, ill be worth just 50 pence or dollar/euro
cents in lesg

Kk Or near retirement an annual cash flow of say
5 pretty good. But if that £100,000 doesn’t grow, its
5 years WI|| be less than £50,000. And that’s with an

age is much higher, sometimes more than double the 3 per
in our example.

How to fight inflation?

One way to fight inflation is to own investments that pay a higher
income every vyear. For instance, undervalued dividend-paying
companies that are able to increase their dividends on a regular
basis.

The maths is compelling . . .

21
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If a company pays you £200 in dividends per year now, and its
dividend increases 3% per year, you'll receive more than £400 in
dividends from this company 25 years from now.

7 N

As long as your dividends can keep pace with inflation - &nd
exceed it substantially — your spending power wij,
be maintained or even increased over time

™~
N ~~ 4

Long-term dividend growth is often overlooked b stors,/but not

by Dividend Income Investors.

rrent dividend
end growth and

Some income investors focus solely o
yield, rather than on the histori
near term dividend increase prospéc

(

Don’t!

your best friend when fighting
er powerful investment concept.

Above inflation dividend drowtR
inflation and that brings4

22
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Appendix A
Tesco Value Chart

Value Chart
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