Investing Safe and Simply
How to Create Passive Income for Life
By: Dr. Ace Goerig
This book will show you a safe way to predictively earn enough passive income to replace your
work income and lead to your financial independence. A verse from the Eagles song, Already
Gone, says “So often times it happens that we live our lives in chains, and we never even know
we have the key.” The key to your personal and financial independence is to get out of debt
quickly and learning how to successfully invest on your own through undervalued blue chip
dividend paying stocks.
This book will show you how to invest safely in the stock market on your own, maximize your
returns, minimize your taxes, and receive a never-ending flow of passive income. This becomes
your new low taxed pension plan for retirement without government control. You will have no
need for financial advisors, mutual fund companies and the high commission fees they charge.
You will learn not to fear investing in the stock market and even hope that the market goes
down. I will show you two simple and easy to understand investment options that put your
money at low risk with great returns. Pick or mix the best options that work for you and your risk
tolerance, and then you’re done. It is that simple.
The best investment strategies are always simple and easy to understand. The greatest destroyer
of investment wealth are expenses (advisor fees, brokerage commissions), taxes, inflation, and
misinformation. Investment advisors, brokers and mutual fund managers want to sell you
complex investments that you don’t understand so they can charge high load fees and
commissions. Their 1% to 3% commissions can result in a 25% to 80% lower return to you as
the investor.
Depending on what state you live in, you could pay up to 50% in taxes which might even get
higher depending on which party is in office. This is especially true when you must take the
minimum distribution draw from your 401K or other retirement investments. The tax strategies
in this book will show you how to reduce or eliminate all your taxes on your investments.
You need an investment strategy that makes more than the inflation rate. Over the past 20 years,
the inflation rate has been around 2.8%. Creating your own personal bank through a high cash
value whole life insurance policy and investing in dividend paying stocks are the greatest hedges
against inflation and can be the best and safest places to put your money to beat inflation.
Once you understand how the market works and know that it always goes up overtime, your
focus will be to maximize your passive income from investment while minimizing your taxes
through monthly qualified dividends. You will see yourself as a long-term investor like Warren
Buffett, who owns great companies, bought undervalued that give a great passive dividend return
which you will keep forever. No longer will you worry about the stock price or fear the ups and
downs of the market. This book will show you how to find and buy great undervalued dividend

paying companies (stocks) that will produce a consistent stream of minimally taxed passive
income for the rest of your life.
Warren Buffett also says; “The most important investment you can make is in yourself, the more
you learn the more you will earn.” This book will help you learn how to successful invest.

DISCLAIMER
This guide is for informational and educational purposes only, based on the personal
experience and research of the author. Information has been obtained from data sources
considered to be reliable, but its accuracy and completeness are not guaranteed. This guide
is o ered with the understanding that the author and publisher are neither ﬁduciaries nor
engaged in rendering legal, tax, investment, ﬁnancial, or other advice. All content is general
in nature, and your unique circumstances may include factors not considered by the
author.
You assume sole responsibility for evaluating the merits and risks of the provided content,
as well as that of any third-party websites, providers, or resources mentioned by the
author. It is recommended that you conduct appropriate due diligence and consult with
professional advisers. The author and publisher speciﬁcally disclaim any liability or loss
arising from your use, application, or interpretation, directly or indirectly, of any
information herein or any referenced third-party resource.
The best and greatest tax-free investment you will ever make is paying off debt.
What financial advisors don’t want you to understand is that the true home loan interest rate for a
30-year loan is 50%. But the first 15 years of that mortgage the interest rate is greater than 100%.
Just look your home loan amortization rate this month and see how much of the payment goes to
bank interest (gone forever) and how much goes to the principal which pays off the house. You
can determine the true interest rate that month by dividing the principal amount into the interest
amount. It will probably be over 100% interest you're paying that month.
By making an additional principal payment you will eliminate one month of interest payment
which will be yours to keep. Where else will you get a guaranteed interest rate of more than
100%, risk and tax free. Paying off debt before you start investing always gives you the greatest
and safest return of any investment. This is the fastest path to financial freedom. All real wealthy
people understand this and pay off debt early.
Set up an automatic extra payment each month toward the principal. By doing so you will be
able to pay off your home within 7 to 10 years. Once this is done how much money do you really
need to live on? Go to doctorace.com and check out the videos on how to eliminate all debt
quickly. You can also obtain a free downloadable copy of my newest book on debt reduction
entitled “The New Wealth Paradigm for Financial Freedom”.
How does the stock market and investing work?

A good basic book about the stock market is by Matthew R Kratter, entitled “A Beginner’s
Guide to the Stock Market” which is available on Audible and Amazon. This book will help you
with the basics. Focus on chapters 1 through 4. One fear that most people have about investing
in the market is they do not understand the terminology or process of investing.
Most brokers and financial advisors want to make investing sound difficult and complicated so
that you must rely upon them for advice. Investing is quite simple if you focus on the
investments that are easily understood and give you the highest performance. In this book I will
show you those investments and give you a step-by-step approach to purchasing them.
How to Invest Smart and Safely
Learning to invest today is not complicated and will not take you long to learn. Start NOW!!!
Set up a brokerage account in Schwab.com and select the investments described below. Start
with small investments first to build your knowledge and confidence. Understand that overtime
the stock market always goes up.
There are only two option of dividend producing stocks that you will need to learn. The first is
just buying the US stock market through either the Schwab’s S&P 500 index fund or the Schwab
total US stock market index funds. With these, you will create a constant stream of income that
continues to increase over time. These funds will give you complete diversification and will beat
90% of all financial advisors, brokers, and most investors over time. These investments do not
give you the highest dividend return as compared to the second option of investment described
below.
The second option is buying undervalued blue-chip qualified dividend paying stocks. These
always continue to produce great income even during bear markets. Warren Buffett buys great
companies at great prices (undervalued blue-chip qualified dividend paying stocks) and holds
them forever. Keep your stocks forever, and do not sell unless they cut or stop paying their
dividends.
To invest in the stock market without emotions you must first change your investment
philosophy and focus. Your focus needs to be on the dividend percentage yield, yearly
increasing dividend returns and on the passive income you are earning each month from
those dividends. No longer will you worry about the up and down movement of the market
or stock price.
Now stop looking at the market or listening to the news. With this paradigm shift the only two
times you need to look at the market is once a month when you have cash to buy more highquality undervalued dividend producing blue-chip stocks. The other time is when you're “good
until canceled” limit buy order is executed indicating you bought the stock at a good price and
that there might be a downturn in the market for more opportunities to buy stocks on sale.
There is a big difference between the average investor return compared to the average
stock market return.

Many investors (speculators) spend too much time watching or reading investment news trying
to analyze investments. They think they can time and beat the market, while less than 10% of
professional fund managers can even beat the S&P 500 over a 3-year period. Because they are
speculators (gamblers) and not investors, they will continually trade instead of buying and
holding onto investments. This strategy increases taxes and fees and gobble up a lot of profits
over time.
Most novice investors buy when the price is high and sell when the price is low and end up
sitting on the sidelines during peak surges in the market. Research done by Dalbar, Inc., a
company that studies investor behavior and analyzes investor market returns, consistently shows
that the average investor earns below-average returns. From January 2000 through July 2021, the
S&P 500 Index averaged 7.3% a year with dividends reinvested each year. The average equity
fund investor earned a market return of only 4.25% beating inflation by only 1.7% per year.
Remember investing in just the S&P 500 we'll give you better returns then over 90% of the
average investor. The reason for the discrepancy in returns is that the average investor loses
money through advisory fees, mutual fund fees, and by jumping in and out of the market
influenced by their emotions.
Many individuals get confused with investing and do not understand how easy it is to invest on
their own through a brokerage company like Charles Schwab. That is why they are so vulnerable
to investment schemes and high-fee advisers and brokers. We seem to have an inﬁnite capacity
to stress ourselves and do stupid things, especially when it comes to money. To a large degree,
this comes from greed, ego, and family encoding.
I knew one individual who took his entire retirement plan of $300,000 and put it into a real estate
limited partnership. He did not really understand the potential risks and rewards, and he had no
control over it. Within one year, he’d lost his entire retirement nest egg that had taken him
twenty years to earn. I know a very smart and skilled doctor who got involved in a Bernie
Mado -type Ponzi scheme and lost his entire savings of $1.3 million that had taken him twentyfive years to accumulate.
Most individual investors rely upon money managers, financial advisers, and brokers who
engage in hyperactive trading to try to beat the market by picking winners and timing the market.
This is a losing strategy. In most cases, investors would be better o consistently investing in
S&P 500 index fund. Go to: doctorace.com and download and free excel comparison sheet to see
how your investments have done against the S&P 500 fund.
The late John Bogle, father of the indexed mutual fund, said in MarketWatch: "If you pay a hefty
fee to an active manager, what happens to your potential return? Answer: Nothing good. At 2.5%
over a typical investor's lifetime, an astounding 80% of compounding returns ends up in the
hands of the manager, not the investor."
He believes in index funds and says actively managed funds are a big scam. When you invest in
loaded, actively managed mutual funds, you put up 100% of the capital and take 100% of the
risk, and if you make money, your fund manager takes up to 70% or more of the upside in fees.

and if you lose money, they still get paid. They are charging you 10 to 30 times what it would
cost for you to buy a low-cost index fund that would match the market and beat 90% of the
mutual funds.
Expenses and fees are the enemy of the individual investor. The person that cares the most about
your money is you. Learn to invest on your own and stay away from ﬁnancial advisers and
brokers who work on commission and will invest your money into high load actively managed
funds.

Never, ever get out of the market!!!
The second greatest enemy of the investor is fear. When you are invested in great companies,
getting out of the market when it starts to drop is a BIG mistake. This is the time you need to buy
more great companies. When you have a portfolio of great qualified dividend blue-chip stocks or
the S&P 500 index funds you plan to keep a lifetime, you will never worry during significant
downturns in the market. You will just enjoy watching the money you earn from dividends keep
going up each year.
When the market drops 20 or 30% this is the time to buy more undervalued blue chip dividend
paying stocks. These companies have stood the test of time and will always rebound. The only
time you sell is when they cut or stop paying dividends.
From 1997 to 2016, the S&P 500 index returned 7.7%. If you were out of the market during the
top 10 days, your return would have dropped to 4%; the top 20 days, your return would have
been 1.6%; and if you were out of the market the top 40 days, your return would have been a
negative -2.4%.
On July 15, 2021, Schwab Center for Financial Research published a study entitled “Does
Market Timing Work?” They considered the performance of five hypothetical long-term
investors following very different investment strategies. Each received $2,000 at the beginning
of every year for the 20 years ending in 2020 and left the money in the stock market, as
represented by the S&P 500 Index. Check out how they fared:
The first scenario was perfect market timing who invested at the lowest closing of each year.
After 20 years their final return was $151,391.
The second scenario was to just invest the $2000 in the market the first day of the year resulting
in a return of $135,471—only $15,920 less than the perfect timing scenario.
The third scenario was cost dollar averaging where the $2000 was divided into 12 equal
portions and invested at the beginning of each month earning third place with $134,856 at the
end of 20 years.
The fourth scenario was investing at the poorest timing each year at the peak of the market. The
poor timing resulted in the return of $121,171, just $14,300 short of the second-best scenario.
The 5th and worst scenario stayed in cash investments (using Treasury bills as a proxy) for the
20 years while waiting for the right opportunity to buy stocks—but never bought? This resulted
in only 1/3 of the return of the other four scenarios of only $44,438.
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Conclusion: Investing and staying in the market using the S&P 500 index will give you a
three times (3X) greater investment return overtime compared to cash (treasuries)
investments.

The TIME in the market is much more important than timing the market.
When you understand that you are in the market to receive a passive income through dividends
as well as equity growth overtime, you don't worry about the ups and downs of the market. When
you are not in the market you are not making your passive income and losing out on equity
growth. Investing safely and smartly in the stock market is your greatest hedge against inflation
and will allow you to create incredible wealth for your retirement years.
The message is clear: when the market drops, do not get out of the market, and continually keep
buying more index funds like the S&P 500 or undervalued dividend paying blue-chip stocks as it
drops. The free-market system works. Stock prices are random and efficient. There is no
mispricing. Always stay in the market which has always gone up overtime.
How to invest on your own through Charles Schwab
When you learn to invest on your own, you become the chess player instead of the chess piece.
With the internet, investing in the market on your own is very simple. First open a brokerage
account with Charles Schwab.
I have no connection with Charles Schwab, other than I like and use their services. They have
low fees, easy to use and incredible customer service. It is an American multinational financial
services company. It offers banking, commercial banking, an electronic trading platform, and
wealth management advisory services to both retail and institutional clients. It has over 360
branches, primarily in financial centers in the United States and the United Kingdom. It is the
13th largest banking institution in the United States with over $6.6 trillion in client assets. It is
one of the three largest asset managers in the world.
They are open 24 hours a day, seven days a week and has excellent representatives and brokers.
Schwab also requires no dollar minimums to open an account, it has the lowest expense ratios,
and when you buy stocks and index ETFs (exchange-traded funds), there are no trading fees,

compared to other companies. While Schwab was designed to sell stocks and provide stock
investors with the most current and useful information, they offer everything that any big bank
would offer including checking and savings accounts. They also have great trading platforms.
There are no commissions for any stocks or ETF trades.
All representatives and Schwab brokers are salaried; they do not work on commission, so their
advice focuses on your best interests. Schwab has agents located in most cities. These local
Schwab brokers can help you open an account, but it may be easier to go online and have an
account set up within 30 minutes. https://www.schwab.com/client-home You can call their
online representative (800-435-4000) to help you through this process.
Once you set up an account, you’ll then be allowed to “fund” your Charles Schwab cash (not
margin) account by linking it to one of your online bank accounts and telling them how much
money to transfer over to Charles Schwab. Once you have your brokerage account set up,
download the Charles Schwab app on your phone. Next start investing using the strategies I
described below. I also recommend becoming familiar with the Yahoo Finance websites to help
you best understand the past performance of different stocks.
You can easily automatically transfer stocks and funds from your old brokerage account into
your Schwab account without even talking to your other high paid advisor in the other brokerage
house. It is always better to sell your mutual funds from the other brokerage house through
Schwab because there are no fees. You can also create IRA accounts through Schwab and
transfer your 401K assets into that account.
Once your account is funded, you will be all ready to trade. You may want to go to YouTube and
watch some of the videos that talk about beginning your Schwab account. Type in how to get
started with your Charles Schwab brokerage account”
Once you are debt free, you will be easily able to put 20% to 30% of your income into your
Schwab account. Set up an automatic transfer each month of 20% to 30% of your income to fund
your account.
Those who become extremely wealthy do five things:
•
•
•
•

•

They never became enslaved by debt and pay off all their debts early.
They spend their money wisely, getting maximum value for every dollar.
They continuously work to increase both their active and their passive incomes.
They are aggressive savers to pay off all debt first and then invest. One of the best
places to save your money is in dividend paying stocks because of the high yields
and minimal taxation.
They took the time to learn how to manage their investments on their own. They
are disciplined investors who find a good strategy and they stick with it. They
started investing early, safely, and sanely and avoid making the big mistakes that
take years to make up.

How to invest simply and safely
Once you are debt free, have a paid-off home and business, and a steady income, most of your
net worth is now in inflation-adjusted, secure “bond-like” assets. Now you need very little
money to live because you are getting a constant source of income from your job and passive
income from your dividend paying stocks. You can now handle any significant market downturn
that would last four to five years. You will never have a need to sell your investments that are in
the stock market. Remember, during downturns these are the times to buy.
When you are debt free, seventy percent of your income is freed up to live the adventures of life
while being able to continue to buy undervalued blue-chip qualified dividend paying stocks.
These dividend paying stocks will keep producing passive income every month and their equity
value will grow leading to incredible wealth and security. They will eventually pay you more
money passively than you make in your job. You will never have to worry about money again. It
is that simple.
Even if you start later in life and enter retirement debt free, you will have plenty of abundance
through your 401k, pension income, Social Security, dividend investing income and most of your
health care will be covered by Medicare. You will easily be able to manage any long-term
market drops because your retirement money and dividends from income producing stocks will
allow you to live very well. This will allow you to always keep your money in your dividend
investing blue-chip stocks to continue a constant flow of low taxable income. You will never
have to sell your stocks to live but will be able to pass the on to your children or charities as your
legacy.
If you need access to funds for an emergency, you can gain easy access with a home equity line
of credit (HELOC), loan from your Personal Bank, personal investments, or funds invested in a
Roth IRA or Health Savings Account (HSA), which can usually be accessed tax-free. When you
are debt free, how much do you need to live?
Understanding and Handling Market Volatility
The stock market is the only place where investors run out of the store during a big sale. When
the stock market drops and we see our portfolio being reduced, our fight-or-flight emotions are
stimulated. Long-term dividend investors are overjoyed rather than depressed realizing the great
opportunities they have been given by this drop. This is what you need to remember during
downturns in the market.
Understand and control your emotions. Switch your emotions from fear to joy and excitement
because you are now able to use your built-up cash to buy the S&P 500 or dividend-paying
stocks on sale. Warren Buffett says that opportunities of a 15% to 30% bear-market drop rarely
occur, and when they do, you need to buy as much of the good companies or the S&P 500 as you
can while they are on sale. Additionally, he said, if you can detach yourself from the crowd and
become greedy while others are fearful, you can become very rich, and you don’t have to be
smart. It does not take brains; it takes temperament.

Remind yourself you are debt free, that you have a constant source of income and that these great
opportunities occur only a few times in your life. Start rounding up more cash and hope it drops
further for even greater opportunities. Remember that you have invested in great companies that
do well in tough times. You are now able to buy more shares of those companies at great prices.
Below is a chart of the average historical corrections of the S&P 500 Composite Index from
1948 to 2017.
Average Historical Corrections of the Market

Frequency
Average loss
before drop ends

Average
duration

Regular
Decline (5%
or more)
3 times/year
11%

Modest Correction
(10% or more)
1 time/year
19%

Serious
Correction (15%
or more)
Every 3.5 years
27%

46 days

Bear Market
(20% or more)
Every 6.3 years
35%

117 days

275 days

425 days

In his recent book, Unshakeable, Tony Robbins states over the past 70 years, there have been
only 14 bear markets, averaging one every five years, lasting an average of one year and ranging
from 45 days to nearly two years. He says that what you need to know is that bear markets don’t
last and are always followed by a bull market during the next 12 months. From March 9, 2009,
the S&P 500 index surged by 69.5% over the next 12 months.
Since 2009, there was a 17% drop in 2010 and an 18% drop in 2011. Since then, we have had
only 11 corrections in the S&P 500 that were greater than 10%. 2018 was a very volatile year,
with drops of 7%, 10% and 19.3%. This is probably because of the ending of the Federal
Reserve’s policy of quantitative easing from 2009 to 2014 and low interest rates, forcing more
investors into the market.
2020 was a great year to test your risk tolerance and an excellent year to buy stocks at the bottom
during our only bear market (20% or more drop) since 2009 due to the coronavirus. The 2020
bear market began on February 14th, 2020, resulting in a 32.2% drop until it's low on March 23rd,
2020. What a great time to buy. As of October 2021, the market has rebounded with a 98%
increase from its low in March 2020. Remember, you only lose in down markets, when you
sell.
Many times, there are corrections during election years. Some say that in May and June the
market is higher but falls in September and October. Mark Twain said OCTOBER is one of the
peculiarly dangerous months to speculate in stocks. The others are July, January, September,
April, November, May, March, June, December, August, and February.
Dealing with your Investment Emotions

As humans, we are wired with a fight-or-flight emotional base. Our emotions make life worth
living, but uncontrolled emotions while investing can be deadly. It will help you to understand
your emotions during investing. If you are unable to tolerate or cannot discipline and control
your emotions when there is a 10%, 20% or even 40% drop in the market, then you should place
your money in your Personal Bank (High cash value whole life insurance) and not worry about
the market. A well-designed high cash value whole life insurance will grow tax deferred at 3% to
4% beating inflation and you will be able to access the money tax free. For more information go
to Personalbank4U.com.
Dick Collier said, “If your investment portfolio is keeping you awake at night. Sell down to the
sleeping point.” Warren Buffett says you must treat your investments as if it is a rental property
or a family farm and only check on it once a month. Your dividend income is just like rental
income with less of the headaches.
Great investors spend little time watching or worrying about the market. They are debt free, have
a constant source of income from their job and or dividend returns. Because of this they worry
little about a long-lasting bear market. They are invested in diverse sectors of great blue-chip
companies that they will not sell, knowing these companies will always rebound from down
markets. They only look at the market and their investments an hour a month searching for
undervalued blue-chip companies from the IQT newsletter (described below). These savvy
investors have a simple and safe investing game plan which will be described below, and they
stick with it. This prevents them from doing stupid things with their money such as investing in
long shots or other investments they know nothing about.
They have patience, available cash, and courage. They know market history well enough to wait
for the drops in the market that always come. These investors understand the history of the
market and never get out of the market. They have faith in the American businesses that they
choose to own, and always respond with logic instead of a knee-jerk reaction from your fear.
They rarely listen to the financial (all) news throughout the year.
Never invest all your money in a single venture. This is a gigantic rookie mistake and can
cause a financial disaster and can take years to recover. Most seasoned investors have an
extremely diversified portfolio comprising of many different dividend paying blue-chip stock
investments. Investment in a variety of stocks will lead you to have different financial goals and
expectations from each of them. Besides keeping you from a financial disaster, a diversified
portfolio expands your options to grow your wealth. So, if you find two appealing companies
you’d like to invest in, don’t pick one. Invest in both.

Two Simple Investment Options for Financial Freedom
There are thousands of stocks and mutual funds that you can choose from which can make it
very confusing. To simplify the process, here are two dividend producing investments options
that have consistently given great returns for many successful investors. These low taxed
dividend paying stocks are the new replacement of the highly taxed, highly governmentcontrolled 401K/ IRA retirement plans.

Before you start investing you must first open and fund an account with Charles Schwab
investment brokerage house. https://www.schwab.com/client-home .

Option #1: S&P 500 or the total US stock market index mutual funds or ETFs
At the beginning of the annual Berkshire Hathaway meeting in 2018, Warren Buffett wanted to
share an important lesson with its shareholders. Summarizing, he said: “Let’s look back to 1942,
when I bought my first stock and all the things that have happened since that time. We have had
fourteen presidents, seven Republicans and seven Democrats. We had world wars, 9/11, Cuban
missile crisis, and all kinds of terrible events that affected the market. But the best single thing
you could have done on March 11th, 1942, when I bought my first stock was to buy an index
fund (Buffett specifically mentioned the S&P 500 index fund) and never, ever look at another
headline. Just like you would have bought a farm and let the tenant farmer run it for you and
never sell it. If you had put in $10,000 in an index fund at that time and reinvested the
dividends, you would have $51 million today in 2018”.
If you took the same $10,000 and bought 300 ounces of gold, you would have only about
$400,000 today. Gold does not produce anything, but businesses do. All you needed to do was to
believe America would win the war and America would progress as it has ever since 1776. As
America moves forward, American business moves forward. You didn’t have to worry what
stock to buy or what day to get in or out of the market or what the Federal Reserve would say.
You just had to know that America works!”
The Standard & Poor's 500 Index, or simply S&P 500, is a market-capitalization-weighted index
of 500 large-cap U.S. companies that make up 80% of U.S. equity by market cap. It is widely
regarded as the best gauge of large-cap U.S. equities and often referred to as “the market”
because it is comprised of stocks that span all market sectors. Some of the S&P 500's largest
components include Microsoft Corp. (MSFT), Apple Inc. (AAPL), Amazon.com Inc. (AMZN),
Alphabet Inc. (GOOGL), and Facebook Inc. (FB).
The Schwab Total Stock Market Index (SWTSX) tracks the total return of the entire U.S. equity
market as measured by the Dow Jones U.S. Total Stock Market Index. The fund is designed to be
a comprehensive blend of large, small, and mid-sized corporations and tracks around 3000
companies. The SWTSX has a low cost with no investment minimum.
Both the Schwab mutual funds and ETF’s (exchange traded funds) (see chart below) are the
easiest way for a beginner to invest in the market while getting great diversification among many
great companies and receiving high returns without high fees compared to the average investor.
The return on both the S&P 500 and the total U.S. stock market fund has been pretty much equal
over the past few years. Here you are just buying the market and not worrying about individual
selections of stocks.
The S&P 500 or the US total stock market index funds beat inflation and always go up in
value overtime. These two investments come as either a mutual fund (MF) or an exchange traded

fund (ETF). They are considered the gold standard of stock market investments, as they perform
better than 90% of all other actively managed mutual funds and pay dividends.
Warren Buffett has said that before he dies, he will put the inheritance for his children into an
S&P 500 fund and recommend they do not touch it. An even better return on your money can be
undervalued blue-chip dividend paying stocks which will be discussed below.
Once you buy the S&P 500 index fund, do not sell, but keep it forever and continue to reinvest
the dividends while adding to your portfolio during market downturn opportunities.
You can purchase the S&P 500 index fund or the US total stock market index fund over time
through dollar-cost averaging. This investment technique of buying a fixed dollar amount each
month of an investment regardless of the share price. You purchase more shares when prices are
low, and fewer shares when prices are high. When you routinely add $500 or $3,000 a month to
your investment fund, you will secure your financial freedom. Do this through automation.
Automatically transfer money from your bank account into your Schwab account and purchase
the S&P 500 that day no matter what the price. This keeps you in the market and continually
increases your personal wealth. This system gives you financial peace of mind and you never
have to worry about what the market is doing.
The S&P 500 index fund includes only large-cap stocks, whereas the Total Stock Market index
fund includes small-, mid- and large-cap stocks. One similarity between the two indexes is that
they both represent only U.S. stocks although many of these companies have subsidiaries in
other countries. These can be purchased as mutual funds (MF) and exchange traded funds
(ETF's). Both types of funds consist of the same mix of many different companies and represent
a great way for investors to diversify. The advantage of the ETF when you put in “good until
canceled” limit buy orders, they will execute any time during the day if the price is hit. If you use
a mutual fund, it must be below the price at the end of the day. When using “good until
cancelled” buy limit orders it is probably better to be in an ETF because during the day the stock
may drop into your order buy point.
Below is a chart that shows each of Schwab’s S&P 500 and the total U.S. stock market ETF's
and mutual funds. You can see that their returns are very similar over the past 15 years. You can
select any one of these funds and do just as well overtime.
Schwab S&P 500 and Total US Stock Market Returns (Morningstar 9/22/2021)
S&P 500 MF
S&P 500 ETF
Total US MF
Total US ETF

Ticker

YTD

5 years

10 years

15 years

Expense
ratio

# of
stocks

Dividend
Yield

SWPPX
SCHX
SWTSX
SCHB

17.1%
16.9%
16.3%
16.4%

17.1%
17.6%
17.1%
17.2%

16.3%
16.5%
16.3%
16.3%

10.5%

0.02%
0.02%
0.03%
0.03%

509
770
3377
2558

1.5%
1.4%
1.4%
1.3%

10.7%

Never try to time or beat the market. These funds will allow you to do better than 90% of the
financial advisors and mutual fund managers with their heavy fees and commissions. There will
be no need to sell these funds when you understand that you are in for the long haul and make

your money through dividends and equity growth. The market always goes up over time. Over
the past 40 years (1980 – 2019) 75% percent of S&P 500 returns came from reinvested
dividends.
When you purchased these on your own through Schwab there are no trading costs, brokerage, or
advisor fees except as very small expense ratio for the funds. An expense ratio is the amount that
an investment company charges investors to manage an investment portfolio, a mutual fund, or
an exchange-traded fund (ETF). The ratio represents all the management fees and operating costs
of the fund. Schwab has one of the lowest expense ratios for these mutual funds and ETF's. The
only time you look at the market is when you have money to buy more.
One problem with these two funds is that they are an average of many companies, some
overvalued, some average, and some undervalued. Some pay dividends, some don’t. The
overvalued companies pay a lower dividend rate compared to those that are undervalued. The
significant growth of the overall fund is due to a few great companies. When you learn how to
invest in high quality, undervalued qualified dividend paying blue-chip stocks you will be able to
always pick and buy the great companies with the highest dividend returns at the best price.
Some of the S&P 500 dividends may be non-qualified (ordinary) dividends, and the tax rates are
much higher than qualified dividends. This is extremely important because a qualified dividend
is taxed at the capital gains tax rate, while ordinary dividends are taxed at standard federal
income tax rates. Qualified dividends must meet special requirements put in place by the IRS and
are taxed anywhere from 0% up to 23.8%, while non-qualified dividends are taxed at your
highest current tax rate which could be up to 40% tax.
When you buy individual blue-chip companies there are no expense ratios or other additional
trading fees through Schwab.
The average S&P 500 dividend return is only about 1.5% compared to undervalued blue-chip
stocks that may pay up to 3% to 5% in qualified dividends. Undervalued blue chip stocks could
give you double or triple your dividend income each year compared to the S&P 500 funds. If you
want to maximize your income received from dividends, then the best choice is to invest in
undervalued qualified dividend paying blue-chip stocks. Selecting these blue-chip stocks is not
as complicated as you think. I will show you a great resource to help you select the best
companies at the right price per share. This will be described below.
Option 2: Undervalued Qualified Dividend Blue-Chip Stocks
In the real estate market, your return is in property’s equity growth and rental income. In bonds,
CD’s, and the money market, it is interest. In the stock market it is equity growth but more
important your true return is the cash dividend. Those who ignore the importance of dividends
in making stock market selections are not investors, they are called speculators. Speculators
hope that the price of a stock will go up and reward them with profits. Great investors focus on
dividend return knowing eventually all great companies will go up overtime. Meanwhile, they
are getting a return on their capital.

Michael Alexander wrote in his book entitled “Stock Cycles”; since 1802 there have been eight
long term bear markets an 8 long term bull markets. The last long term bear market which we
called the lost decade was from the year 2000 to the year 2013. For those 13 years the value of
the S&P 500 fund did not increase beyond the price in year 2000. Speculators fear long-term
bear markets. Knowledgeable investors love this time because they know they will continue to
receive increase dividends and income every year. They also can buy great dividend paying bluechip companies on sale (undervalued). In 2002 and 2009 during those long-term bear market
many great dividend paying company’s stocks dropped in half.
During the same time these long-term dividend investors saw their dividend income and
dividend yield increase every year. They did not worry about the price of the stock, because
dividend income increased each year.
Those who bought McDonald's in the year 2000 for $16 dollars a share now earns 32.25%
dividend yield on the stock bought 20 years before. Also, those thousand shares bought for
$16,000 are now worth $237,000 today. Look at McDonald's corporation below and note that the
dividend increased every year as did the percentage of dividend yield on the original shares. This
is the power of dividend investing.

Investing in dividend stocks can create a low taxed, passive income for the rest of your life.
When you learn to buy these great companies at low prices you will enjoy your dividend yield
increases each year. You are no longer concerned about the ups and downs of the market. With
this philosophy and strategy, you do not care what the market does and sleep peacefully.
One of the nicest things about this strategy is its low maintenance, less than one hour a month.
With this constant source of passive income, you will no longer worry about just living on Social
Security and using up all the money you have in your 401K during your retirement years. This
becomes a great pension plan because your dividend income increases every year faster than
inflation. Your total assets will continue to grow through dividend growth. More importantly
there are no advisor fees or government control in non-deferred accounts.
Before you start investing in dividend stocks, I would highly recommend you read Matthew R.
Kratter’s book “Dividend Investing Made Easy”. It is a very easy read, explains the concept of
dividends clearly and there is also an eBook and audible edition. Below is a short summary of
his book.

He refers to Dividend from stocks as “little cash machines.” Every three months, they spit out
cash. The beauty of dividend investing is that it's simple, powerful and one of the best proven
ways to build extreme wealth. It’s always better to have your money work for you, rather than
you work for money.
This investment strategy is not just for the rich, but everyone. You can learn to replace your
work income through dividend investing and become financially independent. Kratter gives an
example in his book of Ronald Read who spent the first half of his life as a gas station attendant.
And then the rest of his life as a janitor at his local J.C. Penney department store.
When he died in 2014 at the age of 92, he left behind an $8 million fortune, all of it in dividendpaying stocks. Today the value would have grown to $16 million. If you assume an average 3%
dividend yield across his portfolio, he was collecting $20,000 every month in dividends at the
time of his death.
When you buy a share of stock, you become a partial owner of the business. As a partial owner,
you are entitled to a share of the profits that the business generates. Most mature companies will
do two things with their profits. They will reinvest some of their profits back into the business to
grow it and return some of their profits to the owners. Profits (cash) that are returned to the
owners are called dividends.
Companies that offer dividends pay a fixed amount per share and can adjust it up or down with
each earnings period (usually a calendar quarter), based on how the company is doing. If you
own a dividend-paying stock, you will usually get paid a dividend every 3 months. This
dividend payment will show up as a cash deposit into your brokerage account. This cash is yours
to keep, use or reinvest back into more undervalued dividend paying blue-chip stocks.

There is a difference between dividend stocks and growth stocks.
Companies that pay out a dividend, are paying shareholders part of their earnings. Growth
stocks generally do not pay dividends but reinvest all earnings back into the company for growth
and give nothing to their shareholders. Over the long run, companies that pay dividends have
outperformed growth companies that don’t offer a regular shareholder dividend payout.
The most important difference between growth and dividend stocks is that dividend paying
stocks allow you to relax during downturns in the market because they provide you a continued
source of needed income to live on if you need the money. During significant downturns, growth
stocks do not provide any income. If you are retired and do not have other sources of income,
you might have to sell your shares at a significant loss just to survive and live. This could
dramatically reduce your total retirement portfolio compromising your lifestyle for the rest of
your life.
Another added advantage to dividend paying stocks is that they provide a warning when a
company is in trouble. When companies cut dividends, we recommend you sell the stock the
next day. This gives you time to get out before the stock drops too far in value. There are few
warnings with growth stocks.

The only dividend stocks you should invest in are those that have paid and hopefully have
increased dividends every year consistently for over 25 years. These companies have stood the
test of time and should continue to be around for a long time. From the year 2000 to 2001 these
dividend paying companies experienced three major bear markets where the S&P 500 dropped
between 32% to 54%. Even during these times, they continued to increase dividends, an
indication of very safe, stable, and strong companies.
Many growth stocks have not been around very long, nor have they proven themselves overtime.
Growth stocks have greater risk and can default without warning especially in times of great
turmoil.
Investors in growth stocks want to see a price increase faster overtime because all profits are put
back into the company and not to the stockholders. This allows the company to grow faster and
give you more equity value. What they don't realize is that many dividend companies also grow
exponentially overtime and still give the owner passive income for their life. Some examples of
these companies are MacDonald's (MCD), Texas Instruments (TXN) and Whirlpool (WHR).
Other blue-chip companies may be on the undervalued list for a couple of years before they
move upward. During this time, you are getting high dividend returns which you use to buy
more shares. This reinvestment in shares can double or triple the equity value and growth even
though the share prices go up slowly.
It is very important to take advantage of big drops in the market and buy these dividend paying
stocks when they are on sale (undervalued). Fortunately, the dividends you receive allow you the
extra cash to buy when the market is down. Overtime you will see an increase in the equity
growth of those companies.
In market downturns, the income you receive from dividends will be consistent and usually
continue to grow overtime because it is based on the number of shares of that company you have.
During a bear market many blue-chip dividend paying companies increased dividend payouts
quarterly to keep their shareholders. Those with dividend stocks may even look forward to
downturns in the market because they have a constant source of increasing income to live and
extra money to buy more stocks on sale.
However, this lack of growth doesn’t mean these stocks don’t perform well. Dividend-paying
stocks become a safe haven during both bull and bear markets. They tend to fall less than their
non-dividend-paying counterparts. The presence of a dividend acts as an assurance that things
aren’t as bad with these companies as they could potentially be with others.
JP Morgan Asset Management (JPMAM) conducted a study in 2013 that looked at US dividendpaying stocks' investment performance versus those that don’t pay dividends (US dividends for
the long term, 2013). The study tracked companies from 1972 to 2010 (38 years) through all the
ups and downs during that time.
JPMAM found that companies that paid and raised their dividend payouts returned an average of
9.5% per year over this period. In contrast, non-dividend-paying companies returned just 1.6%
over the same time. We must point out that increasing dividend payments was a large factor in

the 9.5% yearly performance. An increasing dividend means company profits were probably
growing over this period.
When you reinvest the dividends back into your dividend paying company it becomes a
growth stock. Over the past 40 years (1980-2019), 75% of the S&P 500 returns came from
dividends.
Dividends and Taxes
Investors must pay taxes on their dividends, but how much they pay depends on their income and
whether the dividends are qualified or ordinary. Qualified dividends receive more favorable tax
treatment but must meet a few criteria. They must be issued by U.S. corporations publicly traded
on major exchanges and indices, such as S&P 500, Dow Jones, or NASDAQ. Most dividends
from U.S. companies are “qualified” but only if you own the stock for more than 60 days during
the 121-day period that begins 60-days before the ex-dividend date.
The ex-dividend date, otherwise called the ex-date, typically comes one business day ahead of
the record date. The date of record is the day after the ex-dividend date on which the company
checks its records to identify shareholders of the company. An investor must be listed on that
date to be eligible for a dividend payout that quarter. To be eligible for dividends you must buy
or own the stock one day before the ex-dividend date or two days before the record date.
The dividend payout date, also known as the pay or payable date, is the day on which a declared
stock dividend is scheduled to be paid (mailed out) to eligible investors. This date can be up to a
month after the ex-dividend date. To find these dates for your individual companies go to your
Schwab account and click on the stock symbol to find out these dates. To verify that you
received your dividends, go to your account, and click “history” up on top. This will show you
all your account transactions including dividend payouts. To determine the ex-dividend date and
the payouts date for your company go to: https://www.marketbeat.com/stocks/NYSE/ . Type in
your company’s ticker symbol and then click the heading that says dividends.
The tax rates for ordinary (non-qualified) dividends (typically those that are paid out from most
common or preferred stocks) are the same rates they pay on regular income, such as salary or
wages somewhere between 10% to 37% for the 2021 tax year. Income-tax and capital gains rates
change over time, but in recent years, capital gains rates have been substantially lower.
Currently in 2021, the tax schedule for qualified dividends features only three levels:
Those who earn less than a sum of $40,400 annually or are in the 10% and 12% tax brackets do
not have to pay taxes on the dividend income. If your income is below $80,000 for a married
couple filing jointly, you will probably not owe any taxes on your dividend income.
Single taxpayers earning above $40,400 up to $445,850 and married couples filing jointly who
earn from $80,000 up to $501,600 in the 22%, 24%, and 32% tax brackets must pay their taxes at
a 15% tax rate.

Individuals earning $445,851 or more, and married couples earning $501,601 or are in the 35%
or 37% tax bracket only pay 20% of their annual income in taxes. When the taxes are paid you
will get a step-up basis by Schwab on those stocks where you reinvested your dividends.
In addition to potentially paying the dividend taxes described above, dividend investors with
modified adjusted gross incomes above $200,000 (for single taxpayers) or $250,000 (for married
couples filing jointly) are also potentially subject to paying the Net Investment Income Tax. This
tax is assessed regardless of whether the dividends received are classified as qualified or
ordinary. The Net Investment Income Tax is an additional 3.8% tax that applies to dividend
income (as well as realized gains) and increases the effective total tax rate on dividends and other
investment income.
Yet, even with this surcharge, qualified dividends are taxed at significantly better rates versus
regular income. That doesn't reduce the risk of investing in the stock, but it does offer the
prospect of keeping more of your hard-earned gains for yourself.
When you are buying dividend stocks in your tax deferred account such as a 401k or IRA, you
don't need to pay taxes on your dividend income that year. Instead, you will pay taxes on your
compounded gains once you start to withdraw money from the IRA in your retirement. If your
dividends are in a Roth IRA, you will not ever have to pay income tax on the withdrawals or the
gains.
Every year in January or February, Charles Schwab will send you a document called a “1099.”
They will also send a copy to the IRS. This 1099 will tell you how much dividend income you
collected in the previous year, so that you can calculate your taxes on it. Again, be sure to
consult with a tax professional, (which I am not).
The dividend yield is a stock’s annual dividend payment as a percentage of the stock price per
share. Suppose if a share costs $100 and pays $3 in dividends each year, you will get a dividend
yield of 3% each year. Right now, good dividend stocks pay 3% to 5% compared to U.S., 10year Treasury which only pays a taxable 1.3% and some savings accounts paying 0.01%. In the
last 2 choices, the value of your money decreases every year due to effects of inflation which
averages about 2.7%.
The Coca Cola company symbol KO has consistently paid dividends for the past 59 years.
Today, Coke is at $57/share with an annual Coke dividend of $1.68, resulting a dividend yield of
2.94% ($1.68 dividend/$57 share price). But if you were wise enough to pick up some shares
of Coke at $22.00 during the 2008 crisis, the dividend yield on your investment would be
($1.68/$22) or 7.64%. There’s not a single, super-safe investment around today that will
pay you 7.64% a year.
In 1988 and 1989, Warren Buffett bought shares of Coke at a split-adjusted average price of just
$2.45. He owns 400 million shares of Coke. Buffett’s dividend yield is 69% on his original
purchase price. As one of the richest men in the world he still only pays 23.8% taxes on his
dividend income.

Given enough time, any of us can achieve a dividend yield that replace our income. The sooner
you get started, the larger your nest egg will be. It is a very simple way to build extreme wealth
and this path is open to anyone with some foresight and a little discipline.
How to select the best dividend paying companies
In his book, Kratter recommends selecting a company from the Dividend Aristocrats. These
are all large companies that are part of the S&P 500 Index and have increased their dividend
every year for the past 25 years. This means the percentage of dividend returns will increase
each year. They have a float-adjusted market cap of at least $3 billion and an average daily
trading value of at least $5 million.
These companies have stood the test of time and have proven themselves successful over many
years. Coca Cola (KO) has been around for over 120 years. Your intent is to always keep these
companies in your portfolio and not sell them. The only time you would sell them is when they
cut or stop paying dividends.
The key to successful investing is to look at the right numbers.
Most investors (speculators) look at the price of the stock and as it goes up, they have joy but
when it goes down, they feel anxiety and frustration. Price is the wrong investment number. The
most important investment numbers are the monthly passive cash income you receive from
dividends and the yearly percentage of return on your original investments from those
dividends.
One example of a great aristocrat dividend stock is Abbvie (ABBV). This company demonstrates
the importance and value of increasing dividends every year. In 2013 when a share of stock was
$34 the dividend was 4.71%. Over the next eight years the value of your stock grew to $109 per
share. More importantly you are now getting 15.3% in dividends in 2021. This a greater than
three times increase over your original dividend yield. This is a very important concept and
key to obtaining long term passive income for life!!!
If the dividends continue to increase at the same rate, the value over the next eight years might
grow to 45% dividends return on your original investment. You can use these dividends to
reinvest or as passive income to live on. You no longer worry about what the price of your stock.
That is one reason you focus on aristocrat dividend paying stocks as they continue to increase
dividends each year. This company will be also found in the undervalued section of the IQT
newsletter which will be discussed later.
Abbvie (ABBV) $34/share in 2013 and $109/share 2021 (8-year range $34 to $109) Div paid since 1926

Year
Dividend
100 shares
1000 shares
Dividend %

2013
$1.60
$160
$1,600
4.71%

2014
$1.75
$175
$1,750
5.15%

2015
$2.10
$210
$2,100
6.18%

2016
$2.35
$235
$2,350
6.91%

2017
$2.63
$263
$2,630
7.74%

2018
$3.95
$395
$3,950
11.62%

2019
$4.39
$439
$4,390
12.91%

2020
$4.84
$484
$4,840
14.24%

2021
$5.20
$520
$5,200
15.3%

If the price of your stocks drop in half your dividend income will usually continue to increase
every year because many of these blue-chip companies will continue to increase dividend
amount each year even in down markets. This is the time you go in and buy more of these
companies are undervalued and their stock is on sale. See the charts below
If you bought McDonald's (MCD) when it was undervalued at $62 per share in 2010 your
dividend return increased every year over the next 10 years. In 2010 you were getting 3.65%
return in dividends. This increased over the next 10 years to 8.06% ($5 dividend/$62 share
price) in 2020 on the shares that you bought in 2010 for $62. Where else are you going to find
such a consistent safe investment overtime? McDonald's consistently increases dividends each
year on this should continue to go up year after year. Microtrends.net has great charts on all
stocks and their historical dividend payouts and prices. Check out the history of McDonald's:
https://www.macrotrends.net/stocks/charts/MCD/mcdonalds/dividend-yield-history

Over those ten years the price of a share of McDonald's has risen from $62.00 to $237/share in
2021. Your 100 shares that you purchased for $6,200 is now worth $23,700. And if you were
able to purchase 1000 shares for $62,000 it is now worth $237,000 and you are receiving $5,000
in passive dividend income that year.
When you understand the value and the power of income return from dividends you may want to
sell off some of your mutual funds or growth companies that do not pay dividends now that the
market is at all-time highs. You can then use this cash to buy undervalued dividend paying bluechip stocks.
Dividend Aristocrats are the bluest of the blue-chips. As of this writing (November 2021), there
are currently 78 Dividend Aristocrats. Instead of owning 78 stocks, you will probably do well
owning just 20 to 30 Dividend Aristocrats that are diversified over 11 different sectors.
Diversification is simply keeping your eggs in lots of different baskets. If one or two stocks
crash, you still have 20 stocks that are plugging away and continuing to pay you dividends. You
will almost never need to sell your shares of Dividend Aristocrats. The latest list of Dividend
Aristocrats is at: https://www.dividend.com/dividend-aristocrats/
Here are examples of other dividend aristocrats. Each of these companies have long track records
of paying dividends. Coca Cola has paid dividends since 1893. Note that in each company the
dividends increased each year as did the dividend percentages paid on the original investment.
Pay attention to the increased return on your dividends. After 10 years Altria Group (MO) is
paying 17.2% on the original investment. Texas Instruments is paying 14.88% on the original
investment. These payment increases should increase every year with these dividend aristocrats.

If you are afraid to buy individual aristocrat stocks, you may consider buying all of them through
the ProShares S&P 500 Dividend Aristocrats ETF. The ticker is NOBL. This ETF (exchangetraded fund) trades just like a stock. You can purchase it using any brokerage account. Today
NOBL trades at $93,47 per share. The yield is1.94% but you’ll pay an expense ratio of 0.35% to
own this ETF reducing your yield to only 1.59%. NOBL will collect all the dividends paid by
these Dividend Aristocrats and then pass them on to you every three months (quarterly). NOBL
does diversify you among all the aristocrats. I personally would not invest in NOBL because of
the low dividend yield. I rather buy individual undervalued aristocrat stocks that would
give me a much better dividend return of 3% to 5%.
The great news about dividend investing is that you will hardly ever have to sell any of your
stocks. Warren Buffett is fond of saying: “The best time to sell a stock is . . . never.”
There’s only one situation where you should sell a dividend stock and that is when they cut their
dividend, sell it the next day. If a dividend blue-chip cannot pay its dividend, it means one of 2
things: The management is no longer very shareholder-friendly, in which case you want out. The

business has deteriorated to the point that it is no longer able to pay the dividend that it once was.
In which case you want out.
To get out, use a sell limit order that is set at the previous day’s low price.
In Henry Cooper book, “Dividend Investing: The Beginner's Guide to Create Passive Income
and Achieve Financial Freedom with Stocks” recommends the following criteria for selecting
best dividend blue-chip stock. Here is a short summary from his book.
A good stock is one that not only makes your money grow with time but also keeps increasing
the dividend income it pays you. Here are some of the requirements every good stock should
meet:
A good place to start are with companies that increases its dividends every year and has been
raising them for longer than 25 years. Check out the dividend aristocrat’s website at
https://www.dividend.com/dividend-aristocrats/ . Look for companies that have a dividend yield
above 3%. The dividend yield is a stock’s annual dividend payment as a percentage of the stock
price per share. At this website you can categorize the dividend yield from highest to lowest.
It must be a company that you can understand how a company operates. The simpler it is, the
better. Take an example of Colgate-Palmolive. They make toothpaste and hand soaps, and that’s
how they make their money. People buy their toothpaste, toothbrushes, and hand soaps, and they
generate profits on their sales. Simple!
The company's payout ratio should be less than 65%. A dividend payout ratio is the percentage
of the company’s revenue that it uses to pay in dividends. It has enough money to keep growing
its business. It will continue to increase the amount paid in dividends, even if it goes through a
rough patch for a few years.
If the price to earnings (P/E) ratio is less than 20, you can go ahead and buy the stock. The
market average P/E is somewhere around 15. If the ratio exceeds 20, then it means that the stock
is overpriced. The lower the P/E ratio, the better it is. The price to earnings ratio is a simple
metric you could use to find out whether the stock you are interested in is trading at a fair price
or is overvalued and expensive. Go to Yahoo finance to find out the P/E ratio for any stock.
Another metric you can easily see on Yahoo Finance is the price range of the stock over the past
52 weeks. It is best to focus on companies that are trading somewhere near a 52-week low. Do
not buy a stock that is any closer than 25% to its high point. Put in limit “good until cancelled”
buy orders and wait for them to drop.
Steady revenue and earnings growth: When looking for the best dividend stocks to own for the
long term, prioritize stability in the companies you consider. Erratic revenue (up one year, down
the next) and all-over-the-board earnings can be signs of trouble.
Durable competitive advantages: This is perhaps the most important feature to look for. A
durable competitive advantage can come in several forms, such as a proprietary technology, high
barriers to entry, high customer switching costs, or a powerful brand name like Coca Cola, just to
name a few.

High yield: This is last on the list for a reason. A high yield is obviously preferable to a lower
one, but only if the other four criteria are met. A high dividend is only as strong as the business
that supports it, so compare dividend yields after you make sure the business is healthy and the
payout is stable.
Always buy the stock at a good price when it is undervalued. The IQT newsletter will show you
how. Never rush into buying stocks, be patient and use “good until cancelled” limit buy orders.

The IQT newsletter to the rescue
How to buy the great dividend blue-chip stocks at the best price
I have no connection with the IQT newsletter, other than I like and use their services. In 1966
Geraldine Weiss introduced the Investment Quality Trends (IQT) newsletter, using the dividendyield approach to measure and select stocks that are great value and great buys. She described
the use of her newsletter in her 1988 book with Janet Lowe “Dividends Don’t Lie”. In 2002 she
passed the torch to Kelley Wright, who continues as editor and publisher of Investment Quality
Trends. He followed up with an updated version 2010 book “Dividends Still Don’t Lie”. The
companies listed in the IQT newsletter have long dividend histories and well-etched profiles of
undervalue and overvalue. The newsletter includes many of the dividend aristocrats. Most of
them carry a Standard & Poor’s Quality Rank of A+, A, or A-. They are, in fact, true blue-chips.
Dividends are the most reliable measure of value in the stock market. Earnings are figures on the
balance sheet that can be manipulated for income tax purposes. Dividends are real money and
once paid, it is gone forever from the company. When a company increases its dividend, you
don’t have to read a balance sheet to know that the company has made profitable progress. In
short, dividends don’t lie.
Kelley Wright says investing is a business and should be treated as such. If you want to gamble,
go to Las Vegas. If you have personal issues that need to be worked out, get a therapist. If you
want to be successful in the stock market, learn how to identify quality businesses that offer
historic value and then make the most efficient use of your resources.
After 55 years, Investment Quality Trends continues to help investors master the stock market by
helping them select high quality, dividend paying blue-chip stocks. A blue-chip stock is a
nationally recognized, well-established, and financially sound company. These companies
generally sell high-quality, widely accepted products and services. Blue-chip stocks are known
to weather downturns and operate profitably in the face of adverse economic conditions, which
help to contribute to their long record of stable and reliable growth.
The most important pieces of the puzzle are identifying high-quality companies with long track
records of managerial competence and financial achievement that are bought when they offer
excellent internal cash flow and historical good value. This is what Warren Buffett does in
determining which stocks he buys. You want great companies, that are well managed and buy
them at a good value.

The IQT newsletters does all the research for you. They confine their investment selections to
time-tested, high-quality, blue-chip stocks with long histories of unbroken dividend payouts and
attractive records of earnings and dividend growth. The companies should have reasonably low
levels of debt. The stocks should have relatively low-price earnings ratios. The newsletter
shows you when stocks are undervalued and the maximum price you should pay per share.
Today the IQT newest letter has 280 select blue-chips companies representing the highest quality
and most prosperous corporations in the country. According to their method, a stock will
achieve the designation of select blue-chip after it has met at least 5 of the 6 following
qualifications and may remain with 4 criterions:
1. Dividend increases 5 times in the last 12 years
2. S&P Quality Ranking in the “A” category
3. At least 5,000,000 shares outstanding
4. At least 80 institutional investors
5. At least 25 years of uninterrupted dividends
6. Earnings improved in at least 7 of the last 12 years
Dividends are the most reliable measures of value in the stock market compared to earnings that
are figures on a balance sheet that can be manipulated for income tax purposes. Dividends are
also important in determining when a stock is undervalued or overvalued. Historically by
looking at the dividend yield and the company’s long term dividend yield pattern, you can
determine when these stocks are undervalued or overvalued. This also helps you determine the
price you should pay for those stocks. The undervalued stocks give a high yield return, offer the
least downside risk and the greatest upside potential.
From this list, you want to select 20 to 25 stocks that are diversified across 5 to 7 of the 11
different industrial sectors. Diversification is an extremely important part of this investment
philosophy as it spreads your risk over many different sector areas and reduces your worry about
individual portfolio losses. Knowing that you are in strong, blue-chip companies that have stood
the test of time with investments spread over many sectors will significantly reduce your risk.
The sectors in the newsletter are Consumer Discretionary, Consumer Staples, Energy, Financials,
Health Care, Industrials, Information Technology, Materials, Real Estate, Utilities and
Telecommunication.
You will buy your stocks from the undervalued area of the newsletter giving you greater
potential for profit of the stock. The profit will be recognized on the sell when the stock reaches
overvalued. Everything in between is just distraction and noise.
These blue-chip stocks are undervalued when the dividend percentage yield is at their historical
high such as 2.5% to 7% with an average of 3.5%. This is the premise and basis of the IQT
newsletter. These undervalued blue-chip stocks are ideal for investors that want a consistent high
interest rate of income. Many of these companies increased their dividends each year. Some of

them by over 10% resulting in doubling return in 7 years quadrupling your return in 14 years on
your original investment. Stocks are considered overvalued when the stock price rises high
enough that the dividend yield becomes historically low between 0.3% up to 2% with an average
around 1%.
The only critique is that some stocks remain in the undervalued area for a significant amount of
time before they begin to demonstrate price appreciation. For the investors with a long-term
investment time-horizon this is not an issue, as they are getting paid to wait from consistent
dividend payments and dividend income increases. There are multifaceted explanations and
reasons for why a stock may remain in the undervalued area for an extended period. Sometimes
these companies fall out of favor with Wall Street, but we need to focus on their excellent current
value in terms of their dividend yield.
When markets are at all-time highs, it may take you a year to get your list filled. You need to be
patient and pay no more than Kelley’s undervalued number for those stocks off the list. But there
are always corrections as we saw in March 2020 when we saw a 32% drop in the S&P 500. At
these times you could have completely fill your wish list of undervalued blue-chip stocks in a
few days.
It is during these market corrections you will be able to buy stocks that have demonstrated great
price appreciation when they fall from overvalued to undervalued. The IQ team newsletter will
tell you when they drop to the undervalued category and what to pay for them. When purchasing
these stocks undervalued, they have the potential to even double in price over the next few years.
Be ready to find money and take advantage of these great opportunities.
Let us examine how and why dividends create value in the stock market. When the price of a
stock declines far enough to produce a high dividend yield, institutional investors and valueminded investors who seek income begin to buy. The further the price falls, the higher the yield
becomes, and the more investors are drawn to the stock. Eventually the stock becomes
irresistibly undervalued and dividend yields are very high, buyers outnumber sellers, the decline
is reversed, and the stock begins to rise.
As the price per share of the stock rises higher the dividend yield becomes lower, and fewer
investors are attracted to the stock. Eventually the price becomes so high, and the dividend yield
is so low, sellers outnumber buyers, and the price of the stock begins to decline. Those investors
who purchased the stock at lower levels are inclined to sell and take their profits.
My recommendation is that you never sell great companies. Remember, as their prices increase,
your dividend yield increases for the shares you bought. The only time you sell these companies
is when their dividend decline, are cut or they stop paying dividends.
My friend, a dentist (we will call him DDS) introduced me to the IQT newsletter to help me buy
great dividend paying companies when they are undervalued and what price to pay. In 2000,
DDS started investing in dividend paying stocks to prepare for his early retirement. DDS spent a
lot of time researching the thousands of dividends paying stocks in the market. In 2007 he was
introduced to the IQT newsletter by a retired dentist and longtime user of the newsletter. He

started to exclusively use only the IQT newsletter for all his stock selection from the undervalued
list. It was simple to use because they did all the research for him. He just enjoyed his life and
never worried about what was happening in the market.
DDS retired debt free at age 50 in 2008 when he reached his investment number and was
receiving over $60,000 that year in dividends. The next year just after he retired his portfolio
dropped 50% during the great recession. Surprisingly his dividends increased in 2009 to $80,000.
This was because he never sold his stocks, he continued to buy more undervalued blue-chip
stocks on sale using the proceeds from his dividends. Also, when prices drop, many great
companies increase their dividends to keep their investors.
Over the next 13 years he continued to add to his portfolio using his only source of income,
dividends. In 2021 both the value of his portfolio and total income from dividends had
increased 5 times since 2008. His annual dividend payout is now over $325,000 and he has not
worked since 2008. During this time, he has only used the IQT newsletter to guide all his
purchases of dividend companies.
His overall average annual return in his portfolio using the IQT newsletter from 2009 to 2021
was 19.4% which was 2% higher than the S&P 500 average annual return of 17.3%.
DDS loves this approach to investing because he does not need to do any research. He only
spends about an hour twice a month reading the IQT newsletter and puts in “good until
canceled” limit buy orders for undervalued stocks that are recommended in the undervalued
section of the newsletter. When his order gets filled, he goes back in and places another “good
until canceled “order in for the same company at 10% below his last order. He then sits back,
relaxes, receives his dividends, and never worries about money or the ups and downs of the
market. This approach to once-a-month dollar cost averaging protects you against your emotions
and large swings in the market. He and his wife just bought a new home and paid cash.
My friend who has been an active investor in good strong companies for years told me that like
most investors he had focused on the price of the stock. He has now realized that was the wrong
number as stock prices continually fluctuates up and down and is not that important to a longterm investor. DDS now knows the most important numbers to focus on are the dividend
percentage yield and the passive income returns you get every month. To see how much
income from your dividends you have received and will be receiving over the next 12 months in
your Schwab account, click “investment income” on the upper banner of your account.
Warren Buffett understands this concept well. His company Berkshire Hathaway does not pay
dividends to their investors but reinvest all the dividends received from the companies under the
umbrella of Berkshire Hathaway. Of the 48 securities within Berkshire Hathaway’s holdings, 34
companies pay a regular dividend. In 2019, Buffett’s Berkshire Hathaway will receive $4.6
billion in dividends.
He rarely worries about the ups and downs in the market knowing that the main goal are the
returns on dividends. He plans to keep these companies forever and receive the continual cash

flow of dividends. In fact, he is hoping for a down market to buy great companies that have
become undervalued.
Buffett understands eventually those companies that he owns under the umbrella of Berkshire
Hathaway will continue to go up in time. He once said: “I never attempt to make money on the
stock market. I buy on the assumption that they could close the market the next day and not
reopen it for five years.” It wouldn't make a difference to long term investors because they are in
for the dividend passive income. If you want to learn the blue-chip companies that Warren
Buffett invest in, go to his annual report, and see how many dividend aristocrats he owns.
http://www.berkshirehathaway.com/letters/letters.html
It is difficult for the average investor to overcome his or her emotions and buy stocks when these
blue-chip companies are undervalued and at their lowest. When great companies go on sale and
become undervalued their dividend returns are higher. These undervalued stocks can have annual
dividend returns from 2.5% to 7% as compared to the S&P 500 dividends which are around
1.5%. Many of these blue-chip companies may be on the undervalued list for a couple of years
before they move upward, but during this time we are getting great dividend returns which is
very consoling.
Reinvesting dividends
Fastest way to grow your wealth is to reinvest your dividends into undervalued blue-chip
companies. If the stock becomes overvalued, use the dividends from that stock to buy more
undervalued companies. All dividends are put into our Schwab cash account. Continue to add
more cash to your Schwab account along with the dividend cash. Each month you will go
through the IQT newsletter and use that cash to buy more undervalued blue-chip stocks. Make
sure that you set aside 15% to 20% to pay taxes on your dividend income in your
individual account. There will be no tax on your retirement IRA account.
When the stock rises in price to the overvalued area, you may consider selling them and
reinvesting the money in more undervalued blue-chips stocks. I would probably only do this if
the stocks were in tax deferred account such as an IRA, Roth IRA, or a 401K plan. In these
accounts you do not have to pay the capital gains tax on the sale of the stock. I would
recommend not selling stocks in a taxable account even if they are overvalued but use their
dividends to invest in more undervalued companies.
The advantages of buying dividend paying stocks in the IQT list of great blue-chip companies
are listed below.
1. These companies have already been vetted and you have at your fingertips the most
important data to help you make your decision.
2. Companies that pay consistent dividends (over 25 years plus) indicate they are solid
companies.
3. You get a guaranteed income return even in down markets.
4. These companies have long-term potential, which keeps you in the stock longer.

5. Upside potential is higher because you bought these companies when they were
undervalued.
6. Dividends yield of these undervalued companies are higher than bonds and the S&P 500
index dividends.
7. The market's long-term returns come mostly from dividends. Dividends account for
about 75 percent of the S&P 500 Index's long-term returns.
8. These blue-chip companies become your consistent source of retirement income.
Understanding IQT Newsletter Data Tables - IQT Newsletter content is designed to provide
extensive statistical and fundamental data for their more sophisticated subscribers. But for most
investors the undervalued list is all they need to make buying decisions. These items, once
mastered, can provide insight into the stability of earnings, dividend safety and even potential
downside risk and upside potential.
Below, are links by Kelley Wright on describing how to use the newsletter.
IQT Tutorial One – Understanding the Newsletter and Tables
https://rumble.com/vby8mp-investment-quality-trends-tutorial-one.html
IQT Tutorial Two - The dividend yield theory illustrated - “Buying and selling are tied to the
underlying yield”
https://rumble.com/vby8dt-investment-quality-trends-tutorial-two.html
IQT Tutorial Three - How are the undervalue/overvalue dividend yields established?
https://rumble.com/vd2p3p-investment-quality-trends-tutorial-three.html
The entire premise of the IQT newsletter is that historically, overtime, individual stocks can be
identified as Overvalued when their dividend yield is low. On the other hand, Undervalued
companies will have a historically high dividend yield. See the overvalue column in the example
below where Fulton Financial historical low dividend yield is 2.20%. This is not the time to buy,
but possibly sell.
Now look at the undervalue column for Fulton Financial with a $16 share price, a dividend of
$0.56 and a dividend yield is 3.40% ($0.56 dividend divided by the $16 share price times 100).
Historically with a 3.40% dividend yield, this individual company is considered undervalued and
a good time to buy. At $16 share price it has reached 3.40% dividend yield and considered
undervalued. If you buy 1000 shares you will receive passive dividend income of $3400 that
year. For most investors they will only pay 0% or 15% tax on the qualified dividend returns. As
dividend yield increases every year this passive dividend return will continue to increase.
When you are ready to buy stocks, go to the newsletter to the undervalued section identified by
(U). Look at the undervalued column and the low price (LoPr). In Fulton Financial (FULT)
they recommend not pay more than $16 per share. The price of the share for that company that
month is within that recommended price section. We see that it is selling for $15 per share and if
you buy it at $15 per share you will get a dividend yield return of 3.73% ($0.56/$15).

To get an even better deal, I've routinely put in a “good until canceled” limit order for 5% to
10% below the $15 per share number. In this case, I would put in a “good until canceled” limit
order of $14.00. This will give me a 4% dividend yield ($0.56/$14X100). Now you just sit back
and wait for Schwab to inform you that you have just bought that stock. Even as the stock goes
up in price, I will continue to receive a dividend on my $14.00 purchase price. As dividends
continue to grow overtime, I will continue to get an increase in the percentage of dividend yield
Stock
Fulton
Financial
Comerica
Altria Group

Price
Today

Dividend

Yield
3.73%

Pts
Dn
-1

%
Down
-6%

U $15

$0.56

U $68
U $47

$2.72
$ 3.44

3.98%
7.22%

2
-2

3%
-3%

Undervalue
LoPr/ HiYld
$16 3.40%

Pts
Up
10

% Up
65%

Overvalue
HiPr/ LoYld
$25 2.20%

$66
$49

179
38

262%
81%

$247
$86

4.10%
7.00%

1.10%
4.00%

based on my original price paid. It is that simple.

In Comerica (CMA), the newsletter recommends that you do not spend more than $66 per share
giving you a 4.1% dividend yield. It is now selling for $68 so I would put a “good until
canceled” limit order in for $62 per share. This will give me a 4.39% dividend yield
($2.72/$62X100).
In Altria Group (MO), the newsletter recommends that you do not spend more than $49 per share.
It is now selling for $47/share. You could put a “good until canceled” limit buy order in for $47
per share or for a higher yield at $45/share. This will give me a 7.64% dividend yield
($3.44/$45X100).
With Schwab, the “good until cancel” limit buy orders are good for 60 days. Schwab will
automatically text you when the limit order has expired. You can then renew the order with 3
clicks of a button. When I have been informed that my order has been filled, I may add
additional orders at that time at a 10% lower price.
Example of a Schwab “good until cancelled” limit buy order

Steps in investing using the IQT newsletter
Once you have opened and funded your Schwab account you are ready to invest in dividend
paying blue-chip stocks. Open the newest addition to the IQT newsletter and go to the list of
undervalued stocks.
Create a list of those stocks that you will put in “good until cancelled” limit to buy orders. To
me, the dividends yield percentage they pay is the most important. I look at those companies
where the dividend yield is 3.5% or higher. I also focus on those companies whose current price
are significantly lower than the recommended undervalued buy price. I look for the negatives in
the points down and % down columns. I feel that all the companies in the IQT team newsletter
have been vetted and have paid dividends for over 25 years making them a very safe investment.
You can go to Yahoo finance or your Schwab account to investigate these companies. I stay
away from companies that have high debt and or if their dividend is in danger. I also like
companies that have a greater percentage down below the recommended buy price for
undervalued stocks. When looking at the previous 52-week price range I tried to be below the
middle of the range.
When you are first starting out, divide you're investing cash by 15, allowing you to purchase up
to 15 companies over time. For example, if you have $15,000, I try not to invest more than
$1,000 in any one of these companies. Start off slow and put in “good until cancel” limit buy
order on 2 to 4 stocks.
If the price of the stock is the same or less than the recommended undervalued price you can put
in a “good until cancelled” limit buy order” at that lower price or 5% to 10% below that. Now
just sit back and wait for the next newsletter or until you have been informed that your “good
until canceled” order has been filled.” Once it has been filled immediately put another “good
until cancelled” buy limit order at 10% below that price.
Now relax and wait for the dividend payout date to receive your passive income. This date can
be found at https://www.dividend.com/. Also go to https://www.marketbeat.com/stocks/NYSE/ .
Type in your company’s ticker symbol and then click the heading that says dividends.
A summary of each table section of the IQT newsletter and its significance is included below.

In the STOCK column, each row begins with the company name. Adjacent to the company
name you may read a bold capital G or a bold lower-case g. The “G” stands for growth, which
we define as a remarkable 10% average annual dividend increase over the past 12 years. The
distinction between a “G” and the lower-case “g” indicates that while the company fulfills the
10%/12-year test, its 3 and 5-year trends do not.

The Rule of 72 states that $1 invested at an annual fixed interest rate of 10% would take 7.2
years ((72/10) = 7.2) to grow to $2. Using this rule means that those stocks where the annual
dividend grew 10% a year will double their dividend return in 7.2 years. This becomes one of
your best defenses against inflation. Not a bad deal. Check out the 10-year chart returns of Altria
Group (MO) that was presented earlier.
The “U, R, O, D” that appears to the right of the stock name simply represents the first letter of
the current category, e.g., Undervalued, Rising Trend, Overvalued and Declining Trend. We are
only concerned about the undervalued group.
Price- the current price.
Dividend- the current annual cash dividend.
Yield- the current yield represented as a percent - (dividend/price) X 100.
Yield is more than a statistic; it represents the annual return on a share that an investor can
expect in the form of dividends. High yields can translate into income and a safety cushion to
comfort investors (even when the price may drop slightly). There are no black and white
guidelines on what yields are acceptable. A good way to get an approximate idea is to look at
other companies operating in the same sector; there should be an obvious rough range. A yield
that is unusually high may indicate a company has a problem and is being sold off. Likewise, a
very low yield will be a good indicator that a company is being over-purchased and doesn't have
a lot of remaining value or upside.
Pts Dn- Points down, or dollar amount down, to the Undervalue price. A negative number
indicates how many points the stock is below its theoretical Undervalue price.
% Down - Represents the percentage points to the Undervalue price. This is also sometimes
referred to as “theoretical downside risk.”
**Undervalue Lo Pr - This is the low price (Undervalue price) that the stock will reach
when undervalued based on its historical high yield profile.
Hi Yld- This is the historical yield at Undervalue (or high yield)
Pts Up- Points up, or dollar amount up to the Overvalue price.
% Up- Represents the percentage points to the Overvalue price. This is also sometimes referred
to as “theoretical upside potential.” Higher upside potentials should naturally translate into
higher long-term gains.
Overvalue Hi Pr- This is the high price (Overvalue price) that the stock will reach when
overvalued based on the current dividend and its historical low yield profile.
Lo Yld- This is the historical yield at Overvalue (or low yield).
S&P ranking- This is the current S&P Earnings and Dividend Quality Ranking, a widely
recognized benchmark of corporate quality. Rankings in the A- or higher range are preferable as
they represent a history of high earnings and dividend quality.

52 week low- This is the lowest price the stock has reached within the last 52 weeks.
52 week high- This is the highest price the stock has reached within the last 52 weeks.
Bk val- This is the current book value (sometimes also called net asset value).
Book value is the value of a share based on the company's total assets minus liabilities (debt
etc.) Ideally the share price should be less than 2 times the current book value of a company.
12-Mo Earn- This figure represents the trailing 12 months earnings per share.
P/E- This is the price-to-earnings ratio (price/earnings). For the purposes of IQT newsletter, a
figure of 15 or below is preferable.
Payout- This figure represents the Payout Ratio: the percentage of earnings paid out in the form
of a cash dividend. A lower payout helps to ensure a safe dividend and thus our Undervalue
price. Under ordinary circumstances a payout for an industrial company should be between 30%
and 60%. A 75% payout ratio is acceptable for utilities due to their different capital structure.
Div In Dgr- A stock is flagged as having a Dividend in Danger when its payout meets or
exceeds 100% of the trailing twelve months earnings, i.e., earnings do not cover the dividend
currently being paid out.
L/T Debt- This figure represents the long-term-debt to equity. A smaller amount of debt adds a
certain degree of security to a company's position and assurance that its business has been
successful. Look for a debt close to 50% or below (75% for utilities).
BC- This figure represents how many of our blue-chip criteria the stock currently meets.
TIC- This figure represents the current ticker symbol.
An important aspect of value investing is to identify value using fundamental statistics such as
those mentioned above. These fundamental statistics are a good starting point for the value
The newsletter has four other features.
They have example charts of the overvalued and undervalued levels of each of the companies
that are in the newsletter. In each issue, except for the first of the quarter, IQ Trends publishes
four of our proprietary charts. These charts range from new entries into the service, new entries
into the Undervalued category or modified Profiles of Dividend Yield, companies in the Timely
Ten, or companies that exhibit characteristics that show promise. You can also access archive
charts of all 280 companies.
Another feature is the Investment Outlook found in each issue, where Kelley Wright presents
his thoughts on the general state of the markets, a specific stock or industry, or a discussion
about value identification and our methodology.
Whether you are looking to build a portfolio from scratch, are partially invested and looking to
add new positions, or are fully invested and merely in need of some affirmation and hand
holding, The Timely Ten presents their top ten recommendations as of each issue.

The Lucky 13 appears in the January issue of the newsletter and shows 13 stocks that they think
can outperform the market.
Start Your Trial Subscription go to https://iqtrends.com/trial_subscription.php
When you begin your trial subscription you will receive four (4) consecutive issues in an
electronic version or hard copy mailed to you. Issues will arrive every two weeks. The purpose
for the trial is to familiarize yourself with the newsletter content and methodology. Get
comfortable with how it can help you in your professional money management practice or as an
individual investor.
If you are not quite ready for the commitment to a trial subscription. That's ok. Go to
https://iqtrends.com/trial_subscription.php and give your name and email, they will send you a
link to a prior issue you can review before you sign up.

How to begin
•
•
•
•
•
•
•
•
•

Become debt free.
Build up your cash assets in the Schwab money market account through monthly
deposits.
Subscribe to the IQT newsletter.
Each month read Kelley's investment outlook in the newsletter and review the companies
in the undervalued section of the newsletter.
Using the newsletter create a buy list of Undervalued stocks you want to own.
Today (NOW) place “good until canceled” limit buy orders for those selected
undervalued stocks that are at or below the IQT newsletter recommended price.
By investing each month using your available cash, you are basically doing dollar cost
averaging in the market which eventually will give you a great return.
Sit back, relax, and wait for your order to be filled.
In January checked out the lucky 13 and the monthly timely 10.

Whatever you decide to do, the most important thing is to just get started.
You don't have to wait for a big downturn in the market. The sooner you start investing in
dividend stocks, the sooner you will start building wealth and creating passive income. Time is
the greatest advantage that you can have in the stock market. If you combine compounding with
time, you have the perfect recipe for building wealth.
Kelley Wright writes in his newsletter “as enlightened investors, we have the tools and the
method that allows us to observe the action of the markets without getting caught up in the
emotion of the market. The advantage of concentrating on the market of stocks as opposed to the
stock market is that we can calmly focus on what is fundamentally important, which is values.

Emotion may rule the short-term, but the long-term belongs to fundamental values, and if you
stick to acquiring good value you will be rewarded with growth of capital and growth of income
from dividend increases. Can stocks acquired at good value fluctuate or decline? You bet, over
the short-term. My stocks on the other hand, that are fundamentally sound and acquired at good
value will appreciate over time and provide a current and growing stream of income from
dividends and dividend increases. That is what has been important in the past, is today, and will
be tomorrow.”
Final thoughts on the greatest destroyer of investment wealth are expenses (advisor fees,
brokerage commissions), taxes, inflation, misinformation and not getting started to invest.
Misinformation. Over the past 60 years, we have been imprinted through our culture with
financial myths, half-truths, and lies by those who want to take our discretionary income and
keep us poor. Once we look closely at the myths, we realize how these lies keep us from
reaching true personal and financial freedom.
One such myths perpetuated by banks, financial advisers, accountants, and Wall Street
perpetuate is that debt is normal and that you would make more money by investing with them
instead of paying off your house early. They also say that you will lose the tax benefit of writing
off your mortgage interest. In most cases, this is not true but are the key reasons why people do
not pay off their home and stay in debt. The truth is you can earn more than 200% Return on
your money by paying off the home early.
Pay off debt before you start investing. This always gives you your greatest and safest return of
any investment. It is like getting the highest grade, inflation protected bond with a guaranteed
interest rate of more than 100%, risk-free. Set up an automatic payment each month toward the
principal of your next debt in your debt-elimination payments. Go to doctorace.com and check
out all the myths that keep us poor. You will find videos and audios on debt elimination plus a
free downloadable copy of my newest book.
Eliminate Taxes and place your money in a safe, no risk environment
Money ready for investment can be put into the Schwab money-market account (SWVXX) while
waiting to buy dividend paying stocks. These are not FDIC insured, but they are SIPC insured
up to $500,000. This fund is available for individual retirement and investment accounts. Your
money can be accessed anytime for an emergency or to invest in the market when companies are
on sale.
If you are an investor with a shorter-term investment time-horizon, emotionally cannot tolerate
swings in the market or lack the discipline and patience required to hold companies’ long term,
then CDs, bonds and US treasuries were recommended in the past. The idea of creating a nest
egg and living off the interest income is a fallacy. Today this is no longer a safe option.
They pay nothing or next to nothing. Bank one month CD's only give you 0.1% and a U.S. one
year Treasury only pay 0.08%. And what is even sadder is that you will be taxed at your
individual personal tax rate on your returns which could be up to 40%. Interest rates are now
trending upward and if you need to sell these investments you will lose money. To compound

this problem over the past 20 years inflation has averaged 2.8%. This means that all the money in
cash, CD, bonds, and treasuries are losing 2% to 3% each year.
A good interim place for your money is your own Personal Bank (high cash value whole life
insurance policy (HCVWLI) as described in “The New Wealth Paradigm to Financial Freedom”.
This is a great place for an emergency fund and a large cash reserve to take advantage of
significant drops in the market.
Today, this has become the new bond replacement investment and is used for savings, cash,
as our emergency fund, a financing tool and for our family protection. This is Safe! No Risk!
Guaranteed 3% to 4% Tax-Free Return! For more information on these high cash value whole
life insurance policies go to PersonalBank4U.com.
The other long-term option is undervalued dividend paying blue chip stocks as described in this
book. You could easily live off the dividends and never ever have to touch or sell the stocks.
Taxes are the biggest destroyer of individual wealth. What are the best types of investments to
minimize the amount of taxes you pay? These are: paying off debt, creating your own Personal
Bank (high cash value whole life insurance), Roth IRA, and qualified dividends paying blue-chip
stocks. Stop funding all tax deferred investments such as your 401k, 529 plans and IRA’s.
Move your taxable IRA and 401k into a Roth IRA and pay the taxes now. This will allow all
your gains to grow tax free, your withdrawals are tax free, and you can pass it on to your
children tax free.
One of the greatest gifts you can give your children is to teach them these concepts about getting
out of debt, saving money, and investing safely through dividend investing. This is how we
leave a legacy to become strong self-sufficient adults. Set up a Schwab account for each one of
your children and teach them how to invest in dividend stocks. Show them how they can buy a
few shares of Coke or McDonald's. When they start this habit young, they will learn to love
creating passive income for the rest of their life.
There are different strategies using blue-chip dividend paying stocks to reduce or even avoid
taxes. You and your spouse can give each child up to $30,000 a year in a Schwab investment
account and all the dividends will be tax free if your child earns less than $40,000 a year. As
your children get older and are married you give up to $60,000 to both children and pass on your
legacy through these dividends paying blue-chip stocks.
Another way to avoid paying taxes on appreciated investments is to donate those investments.
Donating appreciated assets dissolves taxation levied on the capital gains. Neither you nor the
receiver will have to pay the taxes. Moreover, donations not only make you feel as if you are
giving back to the community by contributing your wealth, but also make you feel good about
being successful and influential.
By investing in dividend producing blue-chip stocks, you create a constant source of passive
income for the rest of your life. During that time these stocks continue to appreciate because you
don't sell them. When you die, assets in a taxable account are passed on to your heirs in the next

generation. This transference of assets resets the cost basis to the current value. The assets can
then be sold without having to pay any taxes. This results in a huge tax break.
The secret to your financial success through investing is to Start Now. Start small to build up
your confidence. Follow the steps described and enjoy the process.
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and should not be taken as expert instruction or commands. The reader is responsible for his or
her own actions. Adherence to all applicable laws and regulations, including international,
federal, state, and local laws, is the sole responsibility of the purchaser or reader. Neither the
author nor the publisher assumes any responsibility or liability whatsoever on the behalf of the
purchaser or reader of these materials. Any perceived slight of any individual or organization is
purely unintentional.
Past performance is not necessarily indicative of future performance. Forex, futures, stock, and
options trading is not appropriate for everyone. There is a substantial risk of loss associated
with trading these markets. Losses can and will occur. No system or methodology has ever
been developed that can guarantee profits or ensure freedom from losses. Nor will it likely ever
be. No representation or implication is being made that using the methodologies or systems or
the information contained within this book will generate profits or ensure freedom from losses.
The information contained in this book is for educational purposes only and should NOT be
taken as investment advice. Examples presented here are not solicitations to buy or sell. The
author, publisher, and all affiliates assume no responsibility for your trading results. There is a
high risk in trading.

Hypothetical or simulated performance results have certain limitations. Unlike an actual
performance record, simulated results do not represent actual trading. Also, since the trades have
not been executed, the results may have under-or-over compensated for the impact, if any, of
certain market factors, such as the lack of liquidity. Simulated trading programs in general are
also subject to the fact that they are designed with the benefit of hindsight. No representation is
being made that any account will or is likely to achieve profit or losses similar to those shown.

