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Introduction 

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 learn how 
to successfully invest on your own through undervalued blue chip dividend paying stocks. 

The best investment strategies are always simple and easy to understand. This book will show 
you how to invest safely in the stock market on your own using undervalued dividend paying 
stocks. This book will show you how to select the best dividend stocks, 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.  

What’s a dividend growth stock? Put simply, a dividend growth stock is a company with a 
proven track record of raising its dividend (a cash payout to shareholders) year after year. High-
quality dividend growth companies typically dominate their industry, realize steady profits, and 
generate massive amounts of free cash flow.  As a result, they’re able to pay their shareholders 
a portion of that cash in the form of dividend that increases every year… often rising faster than 
the rate of inflation. 

The beauty of owning a stock like this is that no matter what happens to its share price, as long 

as the company continues to grow its dividend, we — as shareholders — stand to collect larger 

and larger payouts each and every year. 

That’s why these stocks are so compelling: you buy them when they’re trading at a reasonable 

price, hold them, and then get showered with growing cash payouts for potentially decades to 

come. 

Dividend investing is a slow, boring and predictable way of becoming wealthy. Dividends create 

generational wealth. You will never worry about the stock price or fear the ups and downs of 

the market.  With this strategy you even hope the market goes down. 

The greatest destroyer of investment wealth are expenses (advisor and mutual fund fees), 

taxes, inflation, misinformation, not understanding Mr. Market and your individual emotions 

(fear and greed).  

When you learn to invest on your own, you will have no need for financial advisors, mutual 

fund companies and their high commission fee. Some of these “advisors” want to sell you 

complex high load mutual fund investments that you don’t understand and charge you high 

load fees and commissions.  Their 1% to 3% commissions can result in a 25% to 80% lower 

return to you as the investor. Some adviser call themselves wealth managers because of the 

great wealth they create for themselves. 



3 
 

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. 

Investing in dividend paying stocks is the greatest hedge against inflation and can be the best 

and safest places to put your money to beat inflation. Over the past 20 years, the inflation rate 

has been around 2.8%. Currently, in August 2022 the inflation rate reached 9%, the highest 

inflation rate in 40 years with no indication that it will get lower.  

You first need to learn how to invest on your own and know that the market always goes up 

overtime. With the dividend investing strategy you will care little about Mr. Market’s price 

fluctuation. You even hope that the market drops so that you can take advantage of some 

incredible buying opportunities.  

Your focus will be to maximize your passive income through dividend growth, while minimizing 

your taxes through monthly qualified dividends. You will see yourself as a long-term investor 

like Warren Buffett, who owns great dividend paying companies which he will keep forever. You 

will learn to buy them undervalued and receive great passive dividend income for life.  

Warren Buffett also says; "If you don't find a way to make money while you sleep, you will work 

until you die."  

The secret to successful investing is to have a step-by-step simple method and long term 

strategy that you thoroughly understand. With this investment strategy you can retire a 

millionaire but more importantly you will be able to stay a millionaire. This short book will 

provide you with strategy and tools to make this happen.  

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.  If you take the time to learn this simple system, you can become a multimillionaire. 

You will learn to make money while you sleep so you will have the time to live a life of your 

dreams. The chart below will show you what is possible. 

https://www.tipranks.com/tools/dividend-calculator   

Portfolio starting with 3% dividend yield /15% annual dividend growth /10% annual equity 
growth with no additional money added in a tax free Roth IRA 

 10-year returns 20-year returns 

 No DRIP DRIP No DRIP DRIP 

Starting 
Value 

Value Ann Div 
Income 

Value Ann Div 
Income 

Value Ann Div 
Income 

Value Ann Div 
Income 

$10,000 $26,000 $2,500 $48k $5,000 $67,000 $26,000 $1.5M $540k 

$50,000 $130,000 $12,500 $241k $25,000 $336k $131k $7.35M $2.7M 

$100,000 $260,000 $25,000 $480k $50,000 $670k $260k $15M $5.4M 

https://www.tipranks.com/tools/dividend-calculator
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In this example your portfolio starts with a 3% dividend yield /15% annual dividend growth 

/10% annual equity growth with no additional money added in a tax free Roth IRA. If you did 

not reinvest any of the dividends during, your one time initial $10,000 would have grown to 

$67,000 after 20 years and you would receive $26,000 in annual dividend payments that year. If 

you did reinvest the dividends your initial $10,000 portfolio would now be worth $1.5 million 

and your annual dividend income at year 20 would be $540,000. If you want to find out what 

your return would be with a starting value of $100,000, multiplied the $10,000 returns by 10. 

So, if you started with $100,000 with dividends reinvested in 20 years your portfolio would be 

worth $15 million and you would be taking home $5,400,000 each year in passive income. This 

sounds crazy but it is the power of compounding. Check out the companies in Chapter 9 using 

the calculator above to see how they did in the past 20 years.  

To learn how, continue to read this very short book. 

There is a great YouTube video to show how this concept works, go to: 

https://www.youtube.com/watch?v=luWaRka9L0Y&t=912s 

 

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 

offered 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. 

 

Chapter 1 

Investing in the Stock Market on Your Own Simply and Safely 

Many investors (speculators) are obsessed with the daily information about the market. They 

spend too much time watching or reading investment news trying to analyze investments. 

Speculators think they can time and beat the market, while less than 10% of professional fund 

https://www.youtube.com/watch?v=luWaRka9L0Y&t=912s
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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 buy and hold onto 

investments. This strategy increases taxes and fees and gobble up 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 December 2021, the S&P 500 Index averaged 7.35% a year with 

dividends reinvested each year. The average equity fund investor earned a market return of 

only 4.25% per year.  

Remember, just investing on your own in the S&P 500 will give you better returns than 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 understand the potential risks and rewards, and he had 

no control over it. Within one year, he had lost his entire retirement nest egg that had taken 

him twenty years to earn.  

Another very smart and skilled doctor got involved in a Bernie Madoff-type Ponzi scheme and 

lost his entire savings of $1.3 million that had taken him twenty-five years to accumulate. 

“Rule No. 1 is never lose money. Rule No. 2 is never forget Rule No. 1.” - Warren Buffett. 

Most individual investors put their money in mutual funds and 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 off consistently investing on their own in a S&P 500 index fund (SCHX or VOO).  

Go to: https://www.doctorace.com/resources/ and download the free excel comparison 

sheet to see how your investments have done against the S&P 500 fund. Ask your 401K plan 

administrator for the past annual reports of your IRA or copies of past 5500. This will show you 

the beginning balance and the amount of contributions you put in each year. Use these 

numbers to fill out the chart. This will help you realize how much you have lost or gained in 

your retirement account by using the various advisors and mutual funds. 

https://www.doctorace.com/resources/


6 
 

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.  

You must understand that advisors, brokers, and mutual fund managers are salespeople. They 

charge 1 to 4% of your entire portfolio even when you lose money. They will take 50% to 80% 

of your gains. If you invest $4,000 per month for 30 years at 7% return you will earn 

$3,781,475. What will your financial advisors and mutual fund take from your earnings when 

they charge only 1%, 2%, 3% or 4% fees?   

Advisory/Fund % 
Fee 

The money Advisory/Fund 
Will Take from You 

% Return of Your 
Earnings 

1% $962,322 25% 

2% $1,725,989 46% 

3% $2,332,220 62% 

4% $2,820,600 75% 
As you can see in the chart above, they will take from you up to 75% of your earnings. They will 

get their fees even when you lose money that year. You need to learn how to invest your 

money safely on your own without financial advisors. 

 “Unfortunately, the vast majority of those who bill themselves as financial advisors neither 

charge a fair price nor give good advice. More than any other market I know, the market for 

financial advice is ‘let the buyer beware. ’ ” — Jim Dahle, M.D. 

While initially your main focus of your excess money should be in debt reduction, take 10% of 

that money and learn how to invest using this method now. You will learn how to invest with a 

small amount of money while helping build your confidence and trust in this method. Once you 

are debt free in 5 to 10 years with a paid-off home, and a steady income, most of your net 
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worth is now in inflation-adjusted, secure “bond-like” assets. Now you can focus 60% to 70% of 

your earnings into creating a significant dividend portfolio.  

The price of homes today is out of the reach of many Americans. To reach financial freedom 

they should initially only rent a conservative home or apartment and focus there are excess 

money toward a dividend investing portfolio. This will save thousands of dollars that they 

would have given to the bank in home mortgage interest payments. Doing this overtime will 

make you very wealthy so that eventually you can purchase the home of your dreams.  

You now need less money to live and can manage any significant market downturn that would 

last four to five years.  You will never have a need to sell your stocks. Remember, during 

downturns these are the times to buy. 

You must remember two things when investing in dividend stocks. First you must believe in 

long term success of American business and second, the money you invest in the market you 

should not need for the next five years, preferably 10 years. 

These dividend paying stocks will keep producing passive income every month with increasing 

returns every year. The equity value will grow over time leading to incredible wealth and 

security. These stocks (companies) will eventually pay you more money passively than you earn 

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 them 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 (personalbank4U.com), 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 money do you need to live? 

Many 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 some of those investments and give you a step-by-step approach to purchasing them. 

Learning to invest today is not complicated and will not take you long to learn. Start NOW!!!  

Set up a brokerage account at Schwab.com and select the investments described below. Start 

with small investments first to build your knowledge and confidence.  
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The best investment in the market you can make is to buy undervalued blue-chip qualified 

dividend paying stocks. With these, you will create a constant growing stream of passive 

income that continues to increase over time. These great dividend stocks always continue to 

produce great income even during bear markets. Check out Appendix B, Guide to Selecting the 

Best Dividend Growth Stocks to Buy at the end of this book: 

Warren Buffett buys great companies at great prices (undervalued blue-chip qualified dividend 

paying stocks) and holds them forever. He believes in the “coffee can” approach to investing. 

He keeps his stocks in a “coffee can” and never plans to sell them even when they are at their 

all-time highs. Many times, these companies will continually grow higher. This is like trading 

Michael Jordan because he is the highest team scorer. Only sell a stock when the company cuts 

or stops paying their dividends. Check out YouTube video: 

https://www.youtube.com/watch?v=EeyxZMR9MRU&t=7s   

To invest in the stock market without emotions you must first change your investment 

philosophy and focus. Your main focus needs to be on the dividend growth and your 

increasing dividend income, and secondarily on dividend yield. Now enjoy the passive income 

you are earning each month from those dividends.  

High-quality companies with long-term histories of consistent dividend increases acquired at 

undervalue will be the winners in all market environments. The capital appreciation of these 

companies will protect you against inflation. The income component that increases with 

dividend growth will provide sufficient cash to meet current and future spending needs and/or 

to reinvest into additional shares. 

With this investment approach you will no longer need to obsess about the stock market or 

listen to any financial news.  You will only need to look at the market once a month when you 

have cash to buy more high-quality undervalued dividend producing blue-chip stocks.  

When should you hire a financial advisor to help implement a dividend strategy?  

If you don’t have the time, interest, or skills to buy dividend stocks on your own — a financial 

advisor may be able to help build a solid portfolio for you and (most importantly) keep you on 

track. You hire them to coach you when things get difficult. When your stocks drop in value by 

20%, a good advisor will keep you in the market preventing you from making a bad decision. 

Most financial advisors are honest, extremely hardworking and try the best for their clients. The 

problem is they are working on it old paradigm of investing. They like diversification between 

US and international stocks, mitigating safety through bonds, and trying to beat the market 

through extensive research. In most cases they do not do as well as the S&P 500. And in most 

cases the S&P 500 does not do as well as high quality dividend paying stocks. This is especially 

true in down markets. 

https://www.youtube.com/watch?v=EeyxZMR9MRU&t=7s
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If you have an advisor compare your advisors results with the S&P 500. (Go to 

https://www.doctorace.com/resources/ for the evaluation chart). If they do less than the S&P 

500, you should manage your own money. You may also consider paying an hourly fee to a 

fiduciary financial planner who is an expert in dividend investing. They can help you learn how 

to invest in dividend stocks and with tax planning help.  

A fiduciary financial advisor makes investment decisions with your best interest in mind, while 
a financial advisor who isn't a fiduciary may recommend products for which they receive a big 
commission or other form of payment. 

 

Chapter 2 

Understanding and Handling Market Volatility 

The stock market is the only place where customers 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 

when the market is down. They shift their emotions from fear to joy and excitement realizing 

the great opportunities they have been given by this market drop.  During these times your 

dividend payments usually go up and provide you more money to live on. This is what you need 

to remember during downturns in the market. 

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 undervalued dividend blue chip companies 

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” He also said: “Every decade 

or so, dark clouds will fill the economic skies, and  they will briefly rain GOLD”. 

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. 

 

 

 

https://www.doctorace.com/resources/
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Average Historical Corrections of the Market 
 

 Regular 
Decline (5% or 

more) 

Modest Correction 
(10% or more) 

Serious 
Correction (15% 

or more) 

Bear Market 
(20% or more) 

Frequency 3 times/year 1 time/year Every 3.5 years Every 6.3 years 
Average loss 

before drop ends 
11% 19% 27% 35% 

Average 
duration 

46 days 117 days 275 days 425 days 

 

In Tony Robbins  book, Unshakeable, he 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 12 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. In 2020 during COVID, 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. 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 wonderful time to buy. By the end of December 2021, 

the market has rebounded with an over 114% increase from its low in March 2020.  

Our most recent correction occurred from January 3, 2022 until June 16, 2022 where we had an 

total drop in the S&P 500 of -23.9%. During the same time frame my dividend Portfolio of 25 

stocks listed in Chapter 9 grew +2.2% which included the dividends paid from those companies. 

This is the power of a great dividend portfolio. 

When you purchase S&P 500 there will be many companies that are average or below average 

and some that are above average and some that have exceptional growth. By selecting the best 

companies (those who have increased dividends for over 10 years) your returns can be 3% to 

4% higher than the average return of the S&P 500. 

Remember, short-term volatility is a long-term opportunity. Another way to look at it? Short-

term pain is long-term gain. You only lose in down markets, when you sell. You win in a down 

market when you BUY!!! 

Historically, there are corrections during election years. Some say that in May and June the 

market is higher but down in September and October. Mark Twain said OCTOBER is one of the 
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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 

The second greatest enemy of the investor is themselves controlled by their fear and emotion. 
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 stocks in those great dividend paying 
companies.  

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 family farm 

and only check on it once a month. You would not sell your farm, but you would continually buy 

more land to extend the yields on your crops. Your dividend income is just like income from 

rental properties 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 dividend paying companies that they will not sell, knowing these companies will always 

rebound from down markets. These companies you are getting a positive increase of income 

every year which is not dependent on the price of the stock. 

Great investors only look at the market and their investments once a month for about an hour. 

When they have cash in their brokerage account, they search for undervalued blue-chip 

companies from the Dividend achievers or the IQT newsletter (described in chapter 10). 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 fear. They 

rarely listen to the financial (all) news throughout the year.  
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There are many advantages to selecting great dividend companies and holding them forever. 
These types of companies have generated the strongest returns of any major asset class over 
the long run. The cost of buying and selling individual securities is free now – and holding stocks 
after purchasing them is free. When you use Schwab, there are no buying or selling fees on 
these dividend paying companies.  The stock market's combination of transparency (readily 
available financials) and liquidity reduce uncertainty relative to more opaque and illiquid 
investments such as real estate. 

The big drawback of the stock market for most retirees is volatility... But for long-term dividend 
investor, volatility isn't a drawback but a gigantic advantage. 

When your portfolio produces the income you need, if stock prices fall by 10% or even 50% 
your dividend income doesn't fall (assuming you are in strong businesses that always increase 
their dividend). Price declines in great dividend paying companies do not impact your 
dividend income. You can now put new money into the market with a strong chance of 
significant equity appreciation with very attractive dividend yields. 

When the market drops 20% to 50% is when you use your dividend returns to buy more 
undervalued blue chip dividend paying stocks. Normally we do not buy dividend blue chip 
stocks that are paying more than 6%.  The exception is during deep market downturns when 
great companies that normally pay dividends at 1% to 2% you can buy at a discount and lock in 
incredible dividend yields of 3% to 6%.  

One example is Whirlpool (WHR) founded in 1929 with today’s price of $173 per share with a 
dividend yield of 4.05%. However, during the COVID crisis in April 2020 the price was $88 per 
share, and you would have lock in a dividend yield of 5.47%.  Over the next 2 years your return 
on your Whirlpool investment would have grown over 2 times.  These companies have stood 
the test of time and will always rebound. Take advantage of these bear markets. The only time 
you sell is when they cut or stop paying dividends.  

During a nasty bear market, some of them may go down as much as 50%. Please don’t sell. Turn 
off your computer and don’t even look at where they are trading. Even better, add some fresh 
cash to your account, and buy more of them when they are down.  

If you buy a stock when it is down 50% from its high, and it returns to its old high, you will 
have made not 50%, but 100% on your money. 

All the companies listed in Chapter 9 either increased or maintained their dividend rate through 
the last recession. It is very rare that any of these companies will cut their dividends. You can 
set-up an alert in Charles Schwab account to notify you of dividend increases for cuts.  

Chapter 3 

Market Timing 

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 
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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 a return of only $44,438, just 1/3 of the return of the other four scenarios!”  

 

Conclusion: Investing and staying in the market using the S&P 500 index, even when you 

bought at the worst time, will give you a three times (3X) greater investment return overtime 

compared to cash (treasuries / bond) investments.  

The greatest advantage that you have in the stock market is TIME and COMPOUND INTEREST.   

TIME in the market is much more important than timing the market. 

The biggest mistake you can make is not getting into the market. On June 16, 2022 the market 

has dropped 24% from its 3 January 2022 all-time high, interest rates are historically low, Inflation 

is at its highest point in 40 years, The US has significant debt, and there is a war in Ukraine.  
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Even though we have all this bad news and the market may still be overvalued there are plenty 

of high-quality dividend paying stocks that are trading at a discount and a low price that will 

provide great value for us small investors. It is much harder for Warren Buffett and large mutual 

fund managers to find great deals in an overvalued market. Some of these great deals would be 

found in Chapter 9. 

Don't try to time the market but take what the market gives you. A common mistake that many 

investors make is waiting for the best time to buy instead of looking for the best undervalued 

stock at that time. The IQT newsletter will tell you which stocks are undervalued and what price 

to pay for them (Chapter 10). When the stock market is at all-time highs you may only be able 

to buy a few companies on sale. This is the time to use “good until cancelled” limit orders set at 

prices that are undervalued for your desired company. In June 2022 and March 2020, the stock 

market dropped over 20% enabling you to fill up your wish list of 20 dividend stocks that you 

will keep forever. 

The only time you need to look at your stock portfolio is once a month when you have cash in 

your brokerage account from your automatic bank deposits or dividends. Go through your 

watch list and purchase those stocks that day if they are undervalued. Now you will start 

earning income today from those companies because you plan to keep these companies 

forever. 

“Only buy something that you'd be perfectly happy to hold if the market shut down for 10 

years." - Warren Buffett  -  

You are more successful as a Long-term investor because it puts your focus on what matters: 

the success of a business.  If you invest for the long run, you will focus on businesses with 

strong and durable competitive advantages. Importantly, there are dividend paying businesses 

that have historically outperformed the market over time such as the dividend aristocrats. 

These are made up of 65 stocks exclusively of S&P 500 stocks with 25+ years of rising dividends 

that meet certain minimum size and liquidity requirements.   

During the ten-year period ending in September 2016, the S&P Dividend Aristocrats has 

indexed an average annual rate of return of 10.14% while the S&P 500 Index has returned an 

average annualized rate of return of just 7.22% during the lost decade and Great Recession. 

Usually, higher returns indicate higher risk, but the Aristocrats have achieved their returns with 

less volatility and less risk than the S&P 500. 

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 earning 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. 
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During the COVID crash in 2020 my friend continued to stay in the market and continue to buy 

undervalued blue-chip stocks while they were on sale. Over the next two years his net worth 

increased by 20% as the market rebounded. A friend of his got out of the market completely 

and was bragging how smart he was but failed to get back into the market and missed out on 

the 114% rebound of the S&P 500.  

Market timing is a loser strategy. If you really believe in America and that the market will 

always go up overtime as it has always done, you stay in the market. The only time you sell a 

stock is when the company cuts or stops paying dividends. You sell that stock the next day and 

reinvest that money back into another great dividend paying stock. 

 

Chapter 4 

How to invest on your own through Charles Schwab 

When you learn to invest on your own, you become the chess player/master 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 or no fees for trading stocks, user friendly with 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 have 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 many 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 large 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.  

https://www.schwab.com/client-home
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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. After your brokerage account is set up, download 

the Charles Schwab app on your phone.  

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 almost 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. 

Most likely you will have many mutual funds and non paying dividend companies in your past 

account. You may be afraid to sell some of these companies when this stock market is down for 

fear of taking a loss. Don't be afraid to sell these companies now. Just remember that a lot of 

great dividend paying companies are also down and you will be able to buy them at a lower 

price. You are just trading one poor company or mutual fund for one that pays a great dividend 

at a low price. 

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”. Any questions that you have and buying 

or selling a stock a Schwab representative will guide you through step by step through the 

process. 

Next start investing using the strategies I describe below. I also recommend becoming familiar 

with 2 great websites for dividend investors to help you best understand the past performance 

of different stocks. These websites are: https://www.marketbeat.com/stocks/  and  

https://www.digrin.com/stocks/detail/TROW/ .    I also like https://www.morningstar.com/ and  

https://finance.yahoo.com/ . The best website is simplysafedividends.com but you need to 

subscribe to this at an annual fee of $400 per year. 

Initially start with a small amount let's say $1000 and practice buying dividend stocks in your 

Schwab account. Spread your purchases over 6 to 10 companies off the list in Chapter 9. Buy 

those that are most undervalued. You may want to call up the Schwab representative to help 

you through your initial trades. 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 from your bank 

each month a portion of your income to fund your account. 

You can use the dividends to live on or if you are still working it would be better to reinvest the 

dividends. You can have them automatically reinvested into that same stock or put into cash in 

your Schwab account. To accelerate the growth of your portfolio, continually add money to 

your Schwab account each month. This book will show you how to find the undervalued 

companies (the ticker symbols marked in bold) on the list in Chapter 9. Use this additional 

money to buy more stock shares in those companies. 

https://www.marketbeat.com/stocks/
https://www.digrin.com/stocks/detail/TROW/
https://www.morningstar.com/
https://finance.yahoo.com/
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That's it. Check your portfolio each month and continue to buy undervalued stocks. The only 

time you will sell a stock is when the company cuts their dividends. 

To check how much dividend income you are getting from these companies, go to the tab 

“Investment Income” And your Schwab account. This will give you the dollar amount you will 

receive each month and for the entire year. Take that number and divide it by the value of what 

you initially paid for the stocks (Your cost basis expense: what you paid for the stocks, not what 

the stocks are worth now). In just a few years your initial 2.5% dividend yield will grow to 5% 

and eventually up to 10 or 15% over the years with these great safe companies. 

Those who become extremely wealthy do six things: 

• They never became enslaved by debt and paid 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 allowing them to pay off debt early while learning to invest. 

One of the best places to save and grow 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 avoided making the big mistakes that may take 

years to make up.  

• Because of their wealth they are extremely generous and give back to society. 

 

 

 

Chapter 5 

Why Buy Undervalued Dividend Paying 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 importantly it is the stream of income from dividends.  

Over the last 40 years 71% of the S&P500 returns have come from dividends not capital 

appreciation. Never own stocks that don't pay a dividend. There is greater volatility around 

companies that don't pay dividends because there is no cushion against the yield. The only 

reason to own stock is to get free cash flow. Each year you need to evaluate the strength of the 

company to be able to generate a great dividend while maintaining and increasing its equity 

value. Charlie Munger said, “if it has no cash flow just say no!!” 
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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 returns 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. Dividend investors income 

increased every year during this lost decade. 

Speculators and retirees living off their mutual fund 401k investments without dividend income 

fear long-term bear markets. Knowledgeable dividend 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 blue-chip companies on sale (undervalued). In 2002 and 2009 during 

those 50% market drops many great dividend paying companies stocks dropped and you could 

buy them for half price. During this same time their dividend yield and dividend income 

significantly increased. Even more importantly dividend income usually increases during these 

turbulent times in the market with great companies. 

Even when the market is flat, long-term dividend investors will see their dividend income 

increasing each year. They do not care about the price of the stock, because dividend income is 

not connected to stock price.  

Those who bought McDonald's in the year 2000 for $16 dollars a share now earns 32.25% 

dividend yield on the stock bought 21 years before. Just think, a 32% annual return from a 

great company, simply amazing. In 2000 you were getting $220 in dividends but in 2021, the 

same 1000 shares are giving you $5,160 a year from dividends. Also, those thousand shares 

bought for $16,000 are now worth $268,000 today (January 2022).  

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. Especially look at the significant 24% 

dividend increase in the year 2009 even when the stock dropped 50%.  

During those 21 years the total dividend growth was 23.5 times with an annualized rate of 

return on dividends of 16.2%. Today you are now getting 32.25% return on your initial 
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investment in 2022. This is the power of dividend growth investing. 

 

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 selling your stocks in your 401K to live on during your retirement years.  

Dividend investing becomes your best pension plan.  Your dividend income increases every year 

faster than inflation through the process dividend growth. This will provide great retirement 

income without selling any of your stocks.  More importantly there are no advisor or mutual 

fund fees. In addition, if you have your money in a non-deferred account there will be no 

government control or 401K distribution taxes. 

Dividend stocks make compelling investments to build and grow your retirement income 

portfolio. That’s because: Stocks offer both income and appreciation potential; Dividend growth 

stocks offer potential rising income over time; Stocks have outperformed other asset classes 

over the long run by a wide margin; Individual stocks give you the ability to target the yield, 

growth, and safety you need from your portfolio and Individual stocks don’t have wealth 

reducing fees like funds do. 

To help you better understand dividend investing, I would highly recommend 3 books for you to 

read. First, 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. In his book he recommended using Robinhood as a broker 

which he now no longer uses and now recommends more full-service companies such as 

Schwab. 

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.  
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When he died in 2014 at the age of 92, he left behind an $8 million fortune, all of it in dividend-

paying 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. 

The second must read book is by Nathan Winklepleck: Dividend Growth Machine: How to 

Build a Worry-Free Retirement with Dividend Stocks (Dividend Investing). This also available 

on audible.com. 

Check out his great YouTube videos: 

https://www.youtube.com/watch?v=luWaRka9L0Y&t=925s  

The following are excerpt from his book. The 10 reason why you need to learn to invest on 

your own and stay away from advisors and Wall Street’s mutual fund managers. 

1. No mutual fund fees - When you or your investment advisor puts your money in mutual 

funds, there is an additional cost of around 0.61% per year, on average. You don’t notice this fee 

because it comes out of the funds’ earnings – but it is there. 

 Mutual funds are doubly expensive if they come with sales loads. This can cost between 5% 

and 8% of your investment right up front. So, an initial investment of $100,000 will only end up 

worth about $95,000 after your investment advisor skims $5,000 off the top.  

If you add an investment advisor fee on top of fund costs, you’re looking at recurring fees of 

around 1.61% per year. That is on top of one-time sales loads that can be as high as 5.4% for 

stock funds and 3.8% for bond funds. 

2. Direct ownership - Owning individual stocks also allows you to receive your dividend income 

directly from the company. When Individual stocks also mean, you will get paid more frequently. 

If you own a portfolio of 25 - 40 individual stocks, you will get paid somewhere between 100 and 

160 dividends over the course of a year. Contrast that with most mutual funds, who only 

distribute dividends out once every three months. 

https://www.youtube.com/watch?v=luWaRka9L0Y&t=925s
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More frequent payments mean two things: First, it is easier to pay your bills If you’re retired and 

living on your dividend income, would you prefer to get four paychecks per year or 160? The 

more checks, the better. Secondly, your money compounds faster. Receiving more frequent 

income allows you to reinvest the dividends faster. This is called " compounding. " The faster 

your money compounds, the more it grows over time. 

3. Higher income - The average large - cap mutual fund offers a dividend yield about 2 % before 

fees are taken out. After the average mutual fund fee, most investors end up with a dividend 

yield around 1.4 %.  

Unfortunately, buying index funds doesn't offer much help. The S & P 500 index fund averages a 

dividend yield of 1.8% but currently has a dividend yield of 1.3%. Many of the Blue-chip stocks 

pay 3% to 5% annually.  

4. Own higher quality stocks - Higher quality companies that make more money will result in 

better investment returns over time. Research backs this up. High - quality dividend - paying 

companies tend to fall less in bad markets. During the Great Recession of 2008 - 2009, the S & P 

500 dropped by 49% while the US Dividend Achievers only declined in value by 26.5 %. 

By investing in dividend stocks, you will be selecting from the highest quality stocks available. As 

we mentioned earlier, less than 10 % of the available US stocks have raised their dividends for 3 

+ years. And less than 2 % have increased them for 10 + years. If you focus on dividend growth, 

you are automatically selecting from the top 0.8 % of all stocks out there. 

5. Dividend stocks outperform non - dividend - paying stocks. Since 1972, companies that paid 

a dividend have dramatically outperformed those who have not. A $100 investment in non - 

dividend payers would have lost money - down to $99. Those who had paid a dividend but cut or 

eliminated it fared better, but not much - growing $100 to $264. The dividend payers who paid 

a dividend but did not increase it grew $100 to $2,199. The difference between paying a 

dividend and not paying a dividend was 20x! 

Those companies that not only paid a dividend but increased it in that year grew a $100 

investment to $5,997 a 60 times difference! Which would you rather invest in? Every single 

stock in the entire market? Or a select few that consistently grow their dividends year - after - 

year?  

6. Think longer term - If you own a portfolio of individual stocks, you are free from the pressures 

of Wall Street. You don’t need to answer to anyone about your performance over a three-month 

period. That allows you to make decisions focused on the next ten years rather than one. 

Focusing on the dividend allows you to think about what drives stock prices over the long - term: 

dividend growth. A 10% increase in the dividend indicates that management is confident that it 

can continue to pay that dividend indefinitely. If management were not confident in the future, 

they would not increase the dividend. That makes dividends a true indicator of a company’s long 

- term outlook. 
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7. Minimal or no trading costs compared to Mutual funds. Short term investors (“traders”) are 

always buying and selling stocks. All this activity leads to high trading costs and lower returns. A 

long - term focus allows you to reduce trading costs to virtually nothing. Trading costs come in 

two forms: commission charges from the brokerage firm and bid - ask spread costs. There are 

no trading costs with Schwab. 

In a study of 1,758 mutual funds, researchers concluded that trading costs add up to an average 

of 1.44% per year for the average mutual fund investor. That is even more than what they pay in 

expense ratios and other fees! 

8. Lower taxes - Mutual funds have no real incentive to watch out for your tax bill. Their 

performance numbers don’t consider the tax implications of their regular trading and short - 

term gains. They only care about what return they get before taxes. That is the number that 

gets reported in all the investor brochures. 

If you have a portfolio of individual stocks, you can be more strategic about when to buy and sell 

for tax purposes. That could save you between 10% and 15% on your taxes each year. You can 

also use what’s called “tax loss harvesting” to offset gains with losses - meaning you’ll be 

making money but not paying a dime in tax!  

9. Ignore Mr. Market - Let's consider a mutual fund manager that does a detailed analysis and 

decides that a stock is worth $100 per share. If the stock is trading at $50, the mutual fund 

manager would consider it a " buy " and add it to the fund. 

As a dividend investor, you can insulate yourself from Mr. Market’s mood swings. If you buy 

shares in Coca - Cola at $60 per share, and Mr. Market re - prices those shares to $55; you don’t 

mind. You’re still receiving $1.68 per share in dividend income each year. 

10. Get 100 % of your dividend income - When you invest in individual stocks, you are the direct 

shareholder in the company. That means you get all dividend income directly to your account. 

With a fund, those dividends first pass through a third - party investment company. So, Coca - 

Cola’s dividend checks go to the mutual fund first. Then they get distributed to the shareholders 

at the fund’s discretion. Rather than receiving checks directly from the companies, you must 

wait until the fund pays once every three months or so. 

One of the key advantages you have over a traditional indexing strategy is that a dividend 

investor has little need for bonds because you have an ever-increasing higher monthly income 

that you can rely on with your dividends. Over an extended period (5 + years), it is possible to 

outperform the S & P 500 index by investing in high quality dividend paying companies.  

Nathan also says that research has shown that near-term price momentum over the past 3 to 

18 months tends to continue. In other words, a stock that has been falling in value for the past 

year will likely continue to fall. This doesn’t always hold, but plenty of academic papers confirm 

this phenomenon.  
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The lesson for you is clear: Don’t try to “catch a falling knife”. A “falling knife” is a stock that has 

been declining in price dramatically. Rather than buying them on the way down, it can be a 

good practice to put them on a “watch list” until the price starts to show some stability or 

upward movement. These companies can often present good long-term opportunities, but near-

term trends can be hard to break. From November 2021 to June 2022, T. Rowe Price (TROW) 

dropped in half from $221 per share to a price of $106 per share from before it started to 

rebound. During that time, it still paid and increased its dividends. 

Using some simple moving averages can help you with this. For example, let’s say you identify a 

stock you really like – but the price is heading straight down. Put it on a list. When the stock 

price rises above, say, the 50 or 200-day moving average – consider buying it. 

The third must read book is by Lowell Miller entitled: The Single Best Investment - Creating 

Wealth with Dividend Growth written in 2006. 

The following is a short summary of the book with emphasis on the rules of picking the right 

dividend stocks. 

History has shown that stocks are the right investments for all environments that include 

inflation. Safe investments such as T bill, bonds, CD's and money market funds are poor 

investments because what they give is less than inflation takes away.  

Investing is not about playing the market it's about becoming a partner in a business. Create a 

compounding machine, don't play the market. Even annual dividend income returns of 10% can 

produce gains of nearly 600% in 20 years. Time is all you need. Time and a sensible investment 

that makes maximum use of compounding. 

The operator is just as important as the machine. Dividend growth is the energy that drives the 

compounding machine. Dividend growth pushes up the price of the stock and is the true signal 

of a prospering company. Stock prices should theoretically rise in a percentage increment equal 

to the amount of dividend growth. This applies to stocks with above average yields. 

Reinvestment of dividends brings you more and more shares each of which earns dividends and 

is subject to the effect of dividend growth. Compounding with reinvested dividends has an 

astronomical effect overtime. 

The dividend investing strategy provides a framework, but true success depends upon 

maintaining a calm and passive attitude. Emotions and unnecessary decisions are the undoing 

of most investors. Hold your stocks as if they were real estate, with a cold, objective eye, and 

eye fixed on the horizon. Sell if dividends are cut, or it appears the dividend may not be 

increased, or if too much time passes without an increase and there's no legitimate excuse for a 

failure to increase. 

A single best dividend investment portfolio is intended to replace a balanced or asset allocation 

portfolio, and shows nearly identical risk characteristics but without the performance drag of a 
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fixed income(bonds and CDs). Diversify among 5 to 6 sectors with 15 to 25 different stocks. All 

positions should be at equal dollar weighting. You can tilt the portfolio toward higher current 

income depending on your needs you may give up some capital appreciation but in many 

markets you may not. 

It is a simple formula: high quality undervalued dividend paying companies + high current 

yield + high growth of yield = high total return. 

Lowell Millers 11 Rules: 

1. “The company must be financially strong. A quick rule of thumb is that it must rate at 

least B+ on the value line stock rating system or BBB+ in the Standard and Poor’s credit rating 

system. 

2. The company must offer a relatively high current yield. The yield should be at least 150% 

of the 1.4% current yield of the S&P 500.  We prefer yields that are double the average S&P 500 

current yield or better. 

3. The yield must be expected to grow substantially in the future. Various data services 

including value line offer expected dividend growth rates. The expected dividend growth rate 

should normally be lower than or equal to the expected earnings growth rate. The higher the 

expected dividend growth the better, but it should be at least 5% to assure growth in excess of 

inflation. The dividend payout ratio ideally should be less than 50%. Utilities should be below 

75% and REITs or limited partnerships (MLP’s) should be below 90%. The past dividend growth 

rate can't be mindlessly extrapolated into the future though it can provide a guide to the 

attitude of company. 

4. The company should offer at least moderate consistent historic and prospective earnings 

growth. Earnings growth in the range of five to 10% is sustainable for a large number of 

companies. 

5. Management must be excellent. A long record of success is one mark of good 

management. Expansion during poor economic or industrial periods is a plus. Ownership of 

shares by management at least one year salary worth of shares for each top officer is another 

plus. Seek management whose public statements have proven factual. New management in a 

slow company can be a major attraction but investigate new management pass record 

6. Give weight to valuation measurements. Price/sales ratio should be less than 1.5, the 

ideal less than 1.0. P/E and book value ratio should be less than the market. Growth of cash is a 

big plus. 

7. Consider the story. Number one or #2 market share in the company's industry is a 

positive restructuring are normally a positive. A price decline after an announcement to acquire 

another company is generally a positive, if the acquisition is not monumentally large. A tailwind 

in the form of substantially industry growth or favorable demographics is a positive. There 
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should always be a growth kicker if possible, built on a structure of reliable cash flow. Favor 

companies with repeated sales. Consider price trends of relevant commodities. 

8. Picture the future. Does the company provide a necessity of life and execute well? Is it 

likely to continue to be needed in society 20 or 40 years from now? Has it defeated challengers 

to its market in the past? Are margins improving? Is the size of the market growing? Does it 

dominate? 

9. Hold with equanimity. Successful investing is about the cultivation of rational patients. 

Focus on the unfolding story, not quarterly earnings reports or brokerage recommendations. 

Keep your eye on the far horizons of compounded growth and rising income. Avoid checking 

prices too often. Do everything possible to immunize yourself against holding anxiety. Consider 

taking a long trip to a faraway land. 

10. Sell when the dividend is in jeopardy, when the dividend is cut or has not been increased 

in the past 12 months without an excuse or when the story has changed. 

11. Diversify among many stocks that qualify as single best investment stocks. If your 

account is large enough use about 25 to 30 stocks, with equal dollar amounts in each stock. To 

extend that you use fewer stocks, each should be among the most conservative in the universe. 

The highest income stocks can still provide outstanding appreciation and total return. 

News and commentary will poison your soul. It is the devil for investors, but you can remain 

financially holy if you ignore all and everything, savior small shopping list of necessary 

ingredients.” 

In his YouTube video, Jason Fieber, gives the five reasons to invest in dividend growth stocks 

1. Reliability. 

2. Passive income. 

3. Guide you to the best businesses on the planet. It filters out lower quality companies. It 

shows you which companies can afford to pay a dividend. It shows you which companies 

value their shareholders enough to share their profits with them. 

4. It gives you passive income that grows every year faster than inflation. 

5. It beats the market over the long run. 

Jason also addressed the following questions. What are the most important key indicators for 

selecting a great company? 

There's a framework I use which basically breaks things down into quantitative analysis 

(fundamentals), qualitative analysis (opportunities, competitive advantages), risks, and 

valuation. When I think of a quality company, I'm thinking of a high degree of secular of revenue 

and profit growth, a very long track record of consistently increasing dividends, a great balance 

sheet, high margins, plenty of competitive advantages (such as scale, barriers to entry, and IP), 

and a clear runway for plenty of forward-looking growth. I want a business that I can easily 
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understand (one within my circle of competence). The risks can't be too great. And then I want 

to invest when undervaluation is present.  

What indicators are deal Breakers for buying a dividend company? 

A dividend cut is almost always a deal breaker. A static dividend is also a problem, albeit to a 

lesser degree. Extreme overvaluation would usually be a deal breaker. A long-term issue with 

growth in the business or the dividend isn't necessarily a deal breaker, but that would be a red 

flag. And then an extremely low yield is usually a problem insofar as it would take way too many 

years and way too much growth to make sense of the investment from an income standpoint. I 

rarely buy a stock with a yield below 1%. And anything below 0.5% is almost automatically 

excluded for me. 

Check out his YouTube video entitled: The Strategy I Used That Took Me From In-Debt to 

Financially Independent in Just 6 Years! https://www.youtube.com/watch?v=BaM9o6Q5a0E 

https://www.youtube.com/watch?v=L_mlFNaZ-nw 

 

Chapter 6 

There is a difference between dividend value stocks and growth stocks. 

Dividend stocks are more categorized as value stocks. Growth stocks are those companies that 

are considered to have the potential to outperform the overall market over time because of 

their future potential. Value stocks are classified as companies that are currently trading below 

what they are really worth and will thus provide a superior return. 

The difference between dividend stocks and growth stocks is based on how you emphasize 

each asset’s return, and how the company behind each stock plans for long-term growth. With 

a dividend stock, you’re looking to make money off steady dividend payments over time. With a 

growth stock, you’re looking to make money from a price increase and subsequent capital 

gains. 

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 

increasing source of income to live on if you need the money.  

During significant downturns, many 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 

https://www.youtube.com/watch?v=BaM9o6Q5a0E
https://www.youtube.com/watch?v=L_mlFNaZ-nw
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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 when they cut dividend, it warns you 

that the 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 very few early warnings with growth stocks.  

Growth companies, like Netflix, that do not pay a dividend, dropped 74% without warning over 

a 5-month period beginning in November 2021.  Dividend companies may drop significantly in 

price but as long as they do not cut dividends you can feel comfortable keeping that company.  

Check out how the dividend achievers and aristocrats did during the 2008 to 2009 recession.    

The best dividend stocks 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 thru 2021 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. Does anyone remember Enron or Worldcom? 

Investors in growth stocks want to see a price increase faster overtime because all profits are 

put back into the company and not paid 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. These 

are examples of dividend growth stocks;  MacDonald's (MCD), Texas Instruments (TXN) and 

Whirlpool (WHR). 

Other blue-chip companies may be undervalued 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. Reinvestment in shares can double or triple the equity value and growth even though 

the share prices go up slowly. Reinvestment of your dividends is like a rocket booster that can 

propel you to new heights of wealth. Reinvest as much of your dividends as you can. 

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 over time 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 
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payouts quarterly to keep their loyal 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.  

Nathan Winklepleck writes in his book “Dividend Growth Machine: How to Build a Worry-Free 

Retirement with Dividend Stocks (Dividend Investing) (pp. 83-84)”. Kindle Edition. 

“As a dividend investor, you would prefer that the stock market go down in value. Not up.  Let 

me explain. We went through an example with Coca - Cola's stock staying at $40. Now let's 

assume its stock falls to $20 immediately after you buy it. And the stock price never recovers. 

Not even after 20 years. Can you imagine the chaos this would cause on Wall Street? Account 

values halved with no hope for any positive returns. But you? You’d be jumping for joy. Here’s 

why. 

In year #1, you still receive your $33 in dividend income like you did in our previous example. 

Always remember, dividend income and stock prices are not linked. The stock price falling to $20 

doesn't mean the dividend goes away.  

When the stock price was $40, your $33 of dividend income purchased an extra 0.83 shares. 

With the price now at $20, your dividend re-investment buys twice as many shares. An extra 

1.65 shares after year #1.  

In the 2nd year, your dividend income would be $37.31. If the stock stays at $20, that's good for 

another 1.86 shares. The lower the price, the more shares you can buy. Simple, right? So, if the 

price stays at $20 - you're going to get rich real quick.  

When Coca-Cola’s stock price stayed at $40, you were able to accumulate 73.6 shares over 20 

years. With the stock price at $20 for the entire period, you would be able to build up an 

astounding 244 shares!  

That nets you $ 4,381 in total dividend income. In Year # 20 alone, you received $ 812 – an 81% 

return on your initial investment in a single year! That's not even the best part. The value of your 

shares at the end of year #20 is higher at $20 per share than it would be if the stock had 

remained at $40. Your Coca - Cola stock would be worth $4,069 – quadruple your initial 

investment! The dividend strategy is so robust that you quadruple your money even though 

stock prices fell by 50 %.” 

Lack of growth does not 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.  

There is a clear relationship between dividend growth and the price of the stock. As the 

dividends increase each year it forces the price of the stock price to increase. 
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JP Morgan Asset Management (JPMAM) conducted a study in 2013 that looked at US dividend-

paying 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. Going back to 1960 (1960-2021), 84% of the total return of the S&P 500 Index can be 

attributed to reinvested dividends. 

   

 

 Chapter 7 

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. Some reality companies (REIT’s) that pay 

dividend are non-qualified such as Getty Realty (GTY)and you pay your standard tax rate. All 

other companies on the list in Chapter 9 pay qualified dividends.   

Qualified dividends receive more favorable tax treatment but must meet a few criteria. They 

must be issued by a U.S. corporation which is 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 usually a day or so 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 at least one business day before the ex-dividend 

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 
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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 Schwab 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://2.simplysafedividends.com/trading_items/2657626   or 

https://www.marketbeat.com/stocks/ . 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.  

https://www.nerdwallet.com/article/taxes/dividend-tax-rate  

Currently the 2022 tax schedule for qualified dividends features only three levels:  

Those who earn less than a sum of $41,675 annually or are in the 10% and 12% tax brackets 

you pay no taxes on the dividend income. If your income is below $83,350 for a married 

couple filing jointly, you will probably not owe any taxes on your dividend income. 

Single taxpayers earning above $41,676 up to $459,750 and married couples filing jointly who 

earn from $83,350 up to $517,200 in the 22%, 24%, and 32% tax brackets must pay their taxes 

at a 15% tax rate.  

Individuals earning $459,751 or more, and married couples earning $517,201 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. 

https://2.simplysafedividends.com/trading_items/2657626
https://www.marketbeat.com/stocks/
https://www.nerdwallet.com/article/taxes/dividend-tax-rate
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When you are buying dividend stocks in your tax deferred account such as a 401k or IRA, you 

do not 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 never pay income tax on the withdrawals or the gains. 

Every year in 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. taxable 

10-year Treasury notes which only pays a taxable 2.6% and some savings accounts paying 

0.01%.  

In the last 3 choices, the value of your money decreases every year due to effects of inflation 

which averages about 2.7%. In July 2022 the inflation rate is above 9%, the highest in 40 years. 

Dividend investing is the safest and best way to keep up with or beat inflation today.  

The Coca Cola company symbol KO has consistently paid and increased dividends every year for 

the past 61 years. Today, 2022, Coke is at $65/share with an annual Coke dividend of $1.76, 

resulting a dividend yield of 2.7% ($1.76 dividend/$65 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 this year would be ($1.68/$22) or 8%. There is not a single, super-safe 

investment around today that will pay you 8% 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 and has made 2,571 % in the process, combined 

with more than $9 Billion he has received from Coke in dividend payments. Today, Buffett’s 

dividend yield is 71.8% 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. 

Chapter 8 

The key to successful investing is to look at the right numbers 

Most investors (speculators) have great joy as the price of the stock goes up but feel great 

anxiety and frustration as the stock price goes down. Price is the wrong investment number. 

The three most important investment numbers are the monthly passive cash income you 
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receive from dividends, average annual dividend growth and dividend yield on your original 

investment. The most important number of the three is average annual dividend growth. 

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 $175 per 

share and now is at $143. More importantly in 2022 you will get a 16.59% in dividends returns 

on the original shares you bought in 2013. This a greater than 3.5 times increase over your 

original dividend yield. This is a very important concept and key to obtaining long term passive 

income for life!!! 

 

Stock price has no effect on your dividend or dividend growth. If the price of your stocks drop 

in half your dividend income will usually continue to increase every year. Almost all of the 

blue-chip companies listed in chapter 9 have continued to increase their dividend amount each 

year even in down markets. Growth of the dividends tend to increase the price of the stock 

over time. 

If you bought McDonald's (MCD) when it was undervalued at $65 per share in 2010 your 

dividend return increased every year over the next 11 years. In 2010 you were getting 3.48% 

return in dividends. The dividend increased over the next 11 years to 8.49% ($5.52 

dividend/$65 share price) in 2022 on the shares that you bought in 2010 for $65.  

Where else are you going to find such a consistent safe investment overtime? McDonald's 

consistently increases dividends each year as it has for the past 46 years.  Microtrends.net has 

great charts on all stocks and their historical dividend payouts and prices. 

 

Over those ten years the price of a share of McDonald's has risen from $65.00 to $241/share in 

2022. Your 100 shares that you purchased for $6,500 is now worth $24,100. And if you were 

able to purchase 1000 shares for $65,000 it is now worth $241,000. You are also receiving 

$5,520 in passive dividend income in 2022 with a dividend yield of $5.52/share. 
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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 and buy undervalued dividend 

paying blue-chip stocks. 

Here are examples of a dividend king. Each dividend kings have over 50-year track record of 

increasing dividend payouts. Lowe’s (LOW) has paid dividends since 1921 and has increased 

them every year for 59 years. Note that the dividends increased each year as did the dividend 

percentages paid on the original investment. Pay attention to the increased return on your 

dividends. Lowe’s average 16% dividend growth has allowed the dividend to double every 4.5 

years and now you are getting a 15% dividend return each year on your original investment. 

 

Dividend investing is the perfect investment for retirees or those who are planning to retire.  

Nathan Winklepleck created a great YouTube video demonstrating the power of dividend 

growth for those who want to retire comfortably. Here is what he said using Texas Instruments 

as an example. 

Let's take a hypothetical case where you retired at the worst possible time, December 31st, 

2007. The S&P 500 was at its all-time high and then began the great financial crisis where both 

the S&P 500 and Texas Instruments dropped by over 50 percent. Your initial investment of 

$1,000,000 in December 2007 would have bought 29,940 shares of Texas Instruments (TXN) at 

$33 a share.   

In 2008 the share price of Texas Instruments dropped to $16 per share resulting in a value drop 

of your portfolio from $1,000,000 to only $464,671. In 2008 you would have been paid $0.40 

per share resulting in dividend income of $11,976. In 2009 the dividend went from $0.40 to 

$0.44 increasing you income by 10%. In 2010 your dividend income increased another 10% and 

again in 2011. In 2021 your yearly dividend increased by 10 times, and you were received a 

dividend income of $122,000 that year. If you would have reinvested the dividends your 

dividend income would have been over $200,000 a year. 

The market value of those shares also increased from $16 a share to $188 a share in 2021. This 

means your 29,940 shares would have been worth over 5.6 million dollars. If you reinvested 

those dividends your portfolio would have been worth over $8,000,000. I 

The lowest dividend growth rate per year with Texas Instruments was 8.3%. If we use that going 

forward for the next 10 years to 2031, you would be receiving $306,000 in dividend income  
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More importantly during those past years you did not add to your portfolio or reinvest the 

dividends but spent all of your dividend income on personal living expenses. 

If you fast forward to 2032 again assuming you still own the same 29,940 shares and assuming 

the dividend yield is the highest it's been the estimated value of the portfolio would be over 9.4 

million dollars. Again, remember that's even with you spending all of this money each and 

every year and you never reinvested any of these dividends back into the stock. This is the 

power of the rising dividend growth.  

By building a well-diversified portfolio of high-quality businesses that has a ton of free cash flow 

that can afford to both pay a dividend today and increase that dividend over time you will never 

worry about retirement. This type of dividend portfolio will offer you many advantages. 

Number one, you're going to have consistent income that you can spend today. Number two, 

that income is going to grow for you each and every year throughout your retirement likely 

increasing above and beyond inflation. Number three, you're likely to increase the market value 

of your portfolio over time. And number four, you're going to give yourself a reason to continue 

owning your stocks even when the market value is declining. 

Over your lifetime you will see the market go down by 10, 20, 30, 40 even 50 percent. If you 

have a well diversified portfolio of dividend growth stocks, you can continue to receive a 

continual source of increasing dividend income. You're not going to need to sell any shares at 

bad prices just to fund your expenses. You will sleep a lot better at night knowing that you own 

some of the world's best companies and those companies are paying you a cash dividend each 

and every quarter, regardless of what happens to stock prices.   

https://www.youtube.com/watch?v=luWaRka9L0Y&list=RDCMUC_UmjgOMh_W3qTHok-

GlfaA&index=1  

 

In 2022, Texas Instruments is paying dividend income return of 18.4% on the original 2010 

investment. These payment increases should increase every year with these great dividend 

companies. Texas Instruments is one of the great companies that demonstrates both incredible 

dividend growth and equity growth. In the chart above you can see that the $49 dividend in 

2010 doubled by 2013 and quadrupled in just seven years in 2017. Over a 11 year, the money 

you received in dividends has now grown to almost 10 times  from the $49 in 2010 to $460 in 

2022. This is because of their average 23% annual dividend growth over that time. This is why 

dividend growth is the most important criteria in selecting dividend paying stocks. 

https://www.youtube.com/watch?v=luWaRka9L0Y&list=RDCMUC_UmjgOMh_W3qTHok-GlfaA&index=1
https://www.youtube.com/watch?v=luWaRka9L0Y&list=RDCMUC_UmjgOMh_W3qTHok-GlfaA&index=1
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With dividend investing you will no longer worry about the 4% rule. This is a rule of thumb that 

suggests retirees can safely withdraw the amount equal to 4 percent of their savings  during the 

year they retire and then adjust for inflation each subsequent year for 30 years. With the 

dividend investing strategy you never need to sell any of your portfolio because you are living 

on the dividends. Your stock portfolio now becomes generational wealth.  

To calculate the dividend growth income of your stock with or without reinvestment check out 

the following website. https://www.tipranks.com/tools/dividend-calculator?ticker=  

Should I buy a dividend ETF instead of individual dividend stocks? 

If you are afraid to buy Individual stocks, you can buy the Schwab US dividend equity ETF fund 

(SCHD). It contains 100 well diversified dividend paying companies(stocks). From January 3, 

2022, to May 11, 2022, the S&P 500 dropped -19.9% compared to a drop of only -10.9% in the 

SCHD ETF. This demonstrates how dividend stocks resist dramatic drops in the market. SCHD 

has an expense ratio of only 0.06% with an annual dividend yield of 3.44%. CHECK OUT THIS 

YOUTUBE VIDEO ON THESE BEST DIVIDEND ETF YOU CAN BUY. 

https://www.youtube.com/watch?v=64NEiyoNBIM&list=RDCMUC_UmjgOMh_W3qTHok-

GlfaA&start_radio=1  

https://dailytradealert.com/ranked-top-11-dividend-growth-etfs-and-the-best-dividend-

growth-etf-on-the-market/  

To check out the SCHD portfolio holding allocations go to: 
https://www.morningstar.com/etfs/arcx/schd/portfolio  

A Portfolio made up of 25 of the listed dividend stocks in Chapter 9 increased by +6% during the 

same time period.  

The great news with 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 two 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. Sell that stock the same day using a market order. 

When you are investing with Schwab you can set up a dividend alert that announces the 

amount of the upcoming dividend, the dividend X date and dividend payout date for each one 

of your dividend paying stocks. This will tell you if the company is raising dividends, keeping 

them the same, cutting or eliminating dividends. 

One of the greatest advantages of dividend stocks is that they give you an early warning when 

the company may be in trouble. This is not true with pure growth stocks or some dividend 

paying bank stocks. 

https://www.tipranks.com/tools/dividend-calculator?ticker=
https://www.youtube.com/watch?v=64NEiyoNBIM&list=RDCMUC_UmjgOMh_W3qTHok-GlfaA&start_radio=1
https://www.youtube.com/watch?v=64NEiyoNBIM&list=RDCMUC_UmjgOMh_W3qTHok-GlfaA&start_radio=1
https://dailytradealert.com/ranked-top-11-dividend-growth-etfs-and-the-best-dividend-growth-etf-on-the-market/
https://dailytradealert.com/ranked-top-11-dividend-growth-etfs-and-the-best-dividend-growth-etf-on-the-market/
https://www.morningstar.com/etfs/arcx/schd/portfolio
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Chapter 9 

Guidelines for buying the best dividend paying stocks 

There are currently over 12,000 stocks available for purchase on US stock exchanges. Of those, 

only 2,000 plus currently pay a dividend (16.8%). Just 347 (2.9%) have paid and increased their 

dividends for the past 10 years.  These are called dividend achievers.  

In this group there are 65 (0.5%) companies that have consistently increased their dividends for 

over 25 years. These are called dividend aristocrats. Dividend kings are 33 companies that have 

increased their dividend for over 50 years. These are the bluest of the blue-chip stocks and have 

stood the test of time. 

The reason we choose to buy dividend paying stocks is because they outperform non-dividend 

paying stocks for three reasons: 

1. A company that pays dividends is likely to be generating earnings or cash flows so that it 

can pay dividends to shareholders. This excludes ‘pre-earnings’ start-ups and failing 

businesses. In short, it excludes the riskiest stocks. 

2. A business that pays consistent dividends must be more selective with the growth 

projects it takes on because a portion of its cash flows are being paid out as dividends. 

Scrutinizing over capital allocation decisions likely adds to shareholder value. 

3. Stocks that pay dividends are willing to reward shareholders with cash payments. This is 

a sign that management is shareholder friendly. 

Dividend Aristocrats have historically seen smaller drawdowns during recessions versus the S&P 

500. This makes holding through recessions that much easier. Case-in-point: In 2008 the 

Dividend Aristocrats Index declined 22%. That same year, the S&P 500 declined 49%. 

Great businesses with strong competitive advantages tend to be able to generate stronger cash 

flows during recessions. This allows them to gain market share while weaker businesses fight to 

stay alive. The Dividend Aristocrats Index has beaten the market over the last 28 years. 

Instead of owning 66 stocks, you will probably do well owning just 15 to 25 Dividend Aristocrats 

that are diversified over 6 to 8 different sectors.  Diversification is simply keeping your eggs in 

lots of different baskets.” If one or two stocks drops, 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. You can find and excel sheet with the list of Dividend Aristocrats, 

Achievers and Kings are at:   

https://2.simplysafedividends.com/idea_lists/aristocrats  

https://2.simplysafedividends.com/idea_lists/kings 

https://2.simplysafedividends.com/idea_lists/achievers  

https://2.simplysafedividends.com/idea_lists/aristocrats
https://2.simplysafedividends.com/idea_lists/kings
https://2.simplysafedividends.com/idea_lists/achievers
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Dividend King have withstood periods of inflation, recessions, market crashes, political 

instability, changing customer trends, and critical technology advancements for over 50 years. 

Procter & Gamble (PG), Coca – Cola (KO), and 3M Company (MMM) are examples of Dividend 

Kings.  

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 problem with most dividend kings is that many have low dividend yields and slower 

dividend growth.  Some yields are between 0.5% and 2 percent annually and aren’t necessarily 

the best stocks for an income investor. But in these categories the are a few companies that are 

paying 2.5% to 5% and have good dividend growth. 

Focus on the Dividend Growth Rate more than Dividend Yield.  

Dividend Growth Rate is the annualized percentage rate of growth that a particular stock's 

dividend undergoes over a period of time.  This number is probably the most important 

indicator of long-term return in your portfolio.  You want you want the average dividend 

growth to be higher than the inflation rate. Select a 3-year and 5-year annualized growth rate 

greater than 5% or higher. Check out the average dividend growth rate for 3, 5, 10 and 20 years 

at the website: https://www.digrin.com/stocks/detail/LOW/  

The price of the stock usually goes up as the dividend goes up.  The price of the stock will go up 

faster with an average annual dividend growth of 10% compared to a stock with an average 

dividend growth is only 2%. As an example, Lowe’s (LOW) had an average annual growth of 

18.9% over the past ten years with a significant increase in the equity value.  Compare this to 

Northwest Natural (NWN) with an average 10-year dividend growth of only 1.5%.  

Lowe’s share price grew from $28 a share to $192 (686% increase) in the 11 years compared to 

Northwest Natural that only grew from $44 per share to $47 per share (7% increase) during the 

same time frame. This demonstrates the importance of high dividend growth to both your 

personal dividend income as well as equity growth of the company. 

Lowe’s (LOW) has increased their dividends for 59 years and has a dividend yield of 2.19% with 

a high dividend annualized growth rate (dividend increase) currently of 31% and over 16% over 

the last 3-year, 5-years, 10 year and 20 year periods. See the chart below.  

https://www.digrin.com/stocks/detail/LOW/


38 
 

  

 

Compare this with Northwest Natural (NWN) another dividend king that has increased their 

dividends every year for 66 years, but the dividend increase has been only 0.5% a year even 

though they give a dividend yield of 4.2%. After 11 years your dividend on 100 shares at Lowe’s 

(LOW), grew your dividend income from $40 to $420 (1050% increase) compared to your 100 

shares with Northwest Natural (NWN) that only grew from $174 to $193 (11% increase). I 

would rather have a stock that pays a 2.19% dividend with a 16% dividend increase each year 

compared to a stock that has a 4.2% dividend stock with only a 0.5% increases each year. 

Dividend growth calculates the annualized average rate of increase in the dividends paid by a 

company. A history of strong dividend growth could mean future dividend growth is likely, 

which can signal long-term profitability. To find out the important numbers. 

https://2.simplysafedividends.com/trading_items/2657626 

https://www.marketbeat.com/stocks/ 

Avoiding High Dividend Yield Traps - when investing in dividend paying assets, people often 

confuse high yields with good investment opportunities.  Stocks and funds that pay high yields 

like 8% and above but don’t offer any prospect of capital gains are referred to as yield traps. A 

high dividend yield usually indicates a low - quality, high - risk company. Most stocks with yields 

of 6% and higher are being priced for a dividend cut. At minimum, they are being priced for low 

future dividend growth.  

A stock with a 2% dividend yield and 10% average yearly dividend growth will ultimately 

produce more dividend income than a stock with a 6% dividend yield and 0.5% dividend 

growth. And quite a bit more than a 10% yielding stock that will (eventually) must cut their 

dividend. Don’t fall in love with yield. You want sustainable, low - risk, predictable dividend 

growth for many years to come. Don’t get too greedy for dividends now. 

If you are a gambler and want to take a little risk and select a stock such as Rio Tinto PLC (RIO) 

that his paying a 13% dividend yield, but don't have more than 5% of your portfolio in these 

adventures. 

https://2.simplysafedividends.com/trading_items/2657626
https://www.marketbeat.com/stocks/
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Look for companies that have a dividend yield between 2.5% to 6%. The dividend yield is a 

stock’s annual dividend payment as a percentage of the stock price per share. You should also 

include stocks that have shown past high dividend growth even though their yield is in the 2% 

range. Home Depot dividend yield is 2.45% but their 20-year average yearly dividend growth is 

19.5%. To check out the past 3, 5, 10 and 20 yearly average dividend growth (ADGR), go to the 

website: https://www.digrin.com/stocks/detail/HD/ .  

Great dividend companies have stood the test of time and will almost always rebound. The only 

time you sell is when they cut or stop paying dividends. 

Dividend yields can be higher in bear markets when stock prices have fallen dramatically. 

During deep market downturns of 25% to 50%, companies that normally pay dividends at 1% to 

2% you can buy at a discount and lock in incredible dividend yields of 3% to 5% with these 

companies. 

Below are examples of great dividend companies as of 30 October, 2022 taken from the list of 

dividend achievers, aristocrats and kings. 95% of these companies have been recommended by 

the Investment Quality Trends (IQT) newsletter. One requirement for being on this list is that 

none of these companies cut their dividends during the last recession. 

We are looking for the most undervalued stocks in this list that meet our requirements. This 

list is sorted by the lowest to highest 52 week price range. The ticker symbol that are in bold 

are considered undervalued and good to buy as of 30 October 2022. The following 

information is updated 30 October 2022. Although all figures are thought to be correct, no 

guarantee is expressed, nor should any be implied. 

(This list of stocks is for educational purposes only, not investment, legal or tax 

advice. It is not a recommendation or offer to buy or sell any security. Past 

performance is no guarantee of future results. I cannot guarantee accuracy of 

this data.  Do your own research and invest at your own risk!!!)  

https://www.digrin.com/stocks/detail/HD/
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Understanding the columns in the Ace list - this list is informational only not 

recommendations for your investments. Invest at your own risk. 

Companies stock Ticker symbol:  those that that are in bold have are under valued and maybe 

possible good buys as of 1 October 2022. 

Company’s name. 

Sectors - The sectors are Business Services (BS), Consumer Discretionary (D), Consumer Staples 

(CS), Energy (E), Financials (F), Health Care (HC), Industrials (I), Information Technology (IT), 

Materials (M), Real Estate (RE), Utilities(U) and Telecommunication (T). 

52W - this is the 52 week price range of the stock as of the date listed on the top of the list.  

Zero(0) represents the lowest price the stock has reached within the last 52 weeks. Ten (10) 

represents the 52-week high. This is the highest price the stock has reached within the last 52 

weeks. A #1 represents the 10% off the low price. Buying stocks when they are undervalued is 

one of the most important criteria. Consider buying stocks that are from 0 to 3 range of their 

52 week low/high range. 

Current price 

Dividend Yield- the current yield represented as a percent - (dividend/price) X 100.  

Dividend- the current annual cash dividend per share. 

Payout- This figure represents the Payout Ratio: the percentage of companies earnings paid out 

in the form of a cash dividend. Ideally, we would like the payout to be less than 60%. 

Dividend growth is the most important ingredient in successful dividend investing overtime. 

The next five columns are the current growth rate and the 5 year, 10 year and 20 year,  

Average Dividend Growth (ADGR) of that company.  

Be cautious about buying a company with a current dividend growth below 2%. Especially if 

the company demonstrates a consistent downward trend from the 10 year to the five year to 

the three-year of lower dividend growth returns. Examples on the list are 3M (MMM), 

Walgreen Boots (WBA), Cardinal Health (CAH) and IBM. If you have these in your portfolio and 

because these are all dividend aristocrats and have stood the test of time, I would continue to 

keep them but not add more to that position until current dividend yield starts to increase. 

Focus on stocks with their current dividend growth rate of 3% and higher. I would prefer it to 

it be at least 7% and above. I also focus on stocks where the 10 year average dividend growth is 

at least 10% 

The price of the stock usually goes up as the dividend goes up. So, he price of the stock will go 

up faster with an average annual dividend growth of 10% compared to a stock where the 

average dividend growth is only 2%.  
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If you have a stock that is currently paying less than a 2% yield you must remember that your 

yield on the stock that you own is based on your original purchase price (yield on cost). If you 

have held these companies for a few years, these low yielding companies may be giving you a 

true current dividend yield on cost of 6% or 7% even though new buyers will be only getting less 

than 2% current yield. As you keep these companies that have high average dividend growth 

you will soon be receiving double digit dividend yield each year. 

Texas Instruments (TXN) had an average annual growth of 23% over the past ten years with a 

significant increase in the equity value.  Texas Instruments per share price grew from $15 in 

2009 to $202 a share in 2021 an increase of 1347% in equity value.  During the same time the 

dividend growth was 938%. https://www.digrin.com/stocks/detail/TXN/  

Stock average annual percentage return including reinvestment of dividends over a 20 year 

period. 

P/E- This is the price-to-earnings ratio (price/earnings) For the purposes of IQT newsletter, a 

figure of 20 or below is preferable. 

Number of years the dividends have increased consecutively for the company. 

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. 

Dividend safety rating - 81 to 100 very safe: 61 to 80 safe: 40 to 60 borderline safe: 21 to 40 

unsafe: zero to 20 very unsafe. 90% of these companies are in the safe or very safe category. 

Check out: https://www.simplysafedividends.com/dividend-safety-scores  

Simplysafedividend.com website value rating. U= undervalued/ R= reasonably priced /         

O= overvalued. 

Since = the year the company was founded.  

Over 95% of the stocks listed here are in the IQT newsletter (chapter 10). Focus on those that 

are in the undervalued section of the newsletter. You may want to put others that you are 

interested in on a watch list until they reached the recommended undervalued price in the IQT 

newsletter. The undervalued section in the current IQT newsletter will be your best guide to 

determine which stocks are best to buy now.  

Remember the information is up to date as the date posted at the 

bottom of the list. Although all figures are thought to be correct, no 

guarantee is expressed, nor should any be implied. 

 

https://www.digrin.com/stocks/detail/TXN/
https://www.simplysafedividends.com/dividend-safety-scores


44 
 

  Own companies that you can understand how they operates. The simpler it is, the better. 

Take an example of McDonalds. They make and sell fast food.  Simple!  

The company's payout ratio should be less than 60%. For mature companies, an ideal ratio 

would between 15% and 60% of their total earnings. As an income investor, high payout ratios 

are good for you since it means more income. However, you don’t want it to be so high that it 

begins affecting the company's long - term health. The problem with high (greater than 75%) 

payout ratios is that they may be unsustainable in downturns. Also eliminate any negative 

payout ratios from your list. Ideally, utilities should be below 75% and REITs or limited 

partnerships (MLP’s)  should be below 90%. 

A company with a payout ratio of 100% or more should be avoided. Unless earnings increase, 

the dividend will eventually be cut. It may still be worth investing into a company with a payout 

ratio over 100% if it has been paying increasing dividends consistently for many years as long as 

the payout ratio drops over time.  Strong dividend companies such as Clorox (CLX) can have 

high payout ratios but it can change from month to month. 

The average payout ratio for a Dividend King stock (a company with a record of raising annual 

dividend payout amounts for at least 50 consecutive years) is 54%. The only exception to this 

rule is REITs (real estate investment trusts), which are mandated to pay out 90% of their net 

income, so their yields will naturally be higher.  

A dividend payout ratio is the percentage of the company’s revenue that it uses to pay in 

dividends. A 40% payout means that 40% of their revenue is paid out in dividends to 

shareholders and 60% of their revenue is used to keep growing its business. Most great 

companies listed in Chapter 9 will continue to increase the amount paid in dividends, even if it 

goes through a rough patch for a few years. Check out the payout ratio of a stock at Yahoo 

finance. 

Buy stocks that are close to their 52-week low point. For the stock past 52 weeks range, check  

https://www.marketbeat.com/stocks/  . It is best to focus on companies that are trading 

somewhere near a 52-week low indicating that they are undervalued. In the list above look at 

stocks on the 52w column that are 0 to 3.  Do not buy a stock that is any closer to its high point 

above 60% (6 in the column). For anything higher, wait for the stock prices to drop by putting in 

“good until cancelled” limit buy orders. 

Diversification is an important part of this investment philosophy as it spreads your risk over 

many different investment sectors to help reduces individual portfolio losses. Ideally, you 

would like your portfolio spread over 6 to 8 sectors. Initially you may not want to invest in more 

than 5% of your money in anyone company.  

Overtime these percentages will change as some companies will do better than others. Some 

companies will significantly increase in value and may make up 15% to 20% of your portfolio. 

Do not sell or take profits from these high growth stocks.  Use the dividends from the high 

https://www.marketbeat.com/stocks/
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growth stocks to buy other undervalued dividend companies you own. Remember Warren 

Buffett coffee can approach to investing. You keep all the companies that continued to pay and 

increase dividends and don't sell them. Don't make investing complicated. You don't need a lot 

of companies to become successful. 

The sectors are Business Services (BS), Consumer Discretionary (D), Consumer Staples (CS), 

Energy (E), Financials (F), Health Care (HC), Industrials (I), Information Technology (IT), Basic 

Materials (BM), Real Estate (RE), Utilities(U) and Telecommunication (T).  

Never invest all your money in a single venture. This is a gigantic rookie mistake and can cause a 

financial disaster that takes years to recover. Most seasoned investors have an extremely 

diversified portfolio comprising of many different market sectors of 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 of 15 to 25 stocks will expand 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. 

Invest in companies with low debt: This is not a major factor with great companies, but I would 

rather own a company with a debt to equity of 0 (no debt). Companies with low or no debt can 

more easily resist or outlast market downturns.  We like to see debt of 50% or less of the 

company's total market capitalization. Debt to equity ratio can range from 0 to 3.0 (300%) or 

even higher.  From an income investor’s perspective, stability is all important.  

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. 

https://quickfs.net/company/AOS:US  

Durable competitive advantages: This is perhaps the most important feature to look for. A 

durable competitive advantage (wide moat) can come in several forms, such as a proprietary 

technology, high barriers to entry, high customer switching costs, or a powerful brand name 

like McDonalds and Coca Cola, just to name a few. Check put the Morningstar Moat rating in 

the Chapter 9 stock list above. 

The price to earnings (P/E) ratio is less than 20. 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 but be cautious of P/E below 10. 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. 

If you think there will be a recession, be more cautious about bank stocks that cut their 

dividend in the last recession of 2008 to 2009. 

Banks usually pay a high dividend yield and have good dividend growth, but during the 

recession of 2008 to 2009 they had a significant drop in price and cut or almost all eliminated 

https://quickfs.net/company/AOS:US
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dividends. US Bancorp (USB) dropped from $37 to $9 per share over a six-month period 

between September 2008 and March 2009. They cut their dividend in March 2009 from the 

$1.70 to only $0.20 per share.  It took 11 years to get back to $1.70 per share dividend yield.  

During the COVID-19 bear market USB shares dropped from $60 to $30 a share but did not cut 

dividends. Many of these bank stocks can drop 50% to 80% over a years’ time.  There is very 

little warning because the dividend are not cut until the stock price hit bottom. 

https://www.digrin.com/stocks/detail/USB/  

At the bottom of a recession or deep bear market might be a good time to buy dividend paying 

bank stocks if the dividend yield is high enough. USB move from $30 to over $60 a share in a 

year and a half later from its March 2020 low. But if you feel a recession is coming it may be a 

good idea to focus on the other sectors for your investments.  

The US Treasury yield curve has been a reliable predictor of recessions in the world’s largest 

economy. Long-dated debt, such as 10-year and 30-year government bonds, usually have 

higher yields than two and five-year bonds, as investors are compensated for keeping their 

money locked up for longer. As of March 2022, short-term bonds are now higher than the long-

term bonds. This rare inversion has become one of investor's most trusted signals of a 

recession. The flipping of two-year and 10-year Treasury yields has been followed by a US 

recession every time it has happened in the last 50 years. The recession typically follows within 

18 months. There are no bank stocks that cut dividends during the 2008-2009 recessions in the 

list of stocks in chapter nine. Two banks that increased or maintained their dividends during the 

last recession were First of Long Island Corporation (FLIC) and Bank OZK (OZK).  

Beta is the easiest way to measure the volatility of a stock is beta (β). Beta is a measure of 

volatility, and it’s often substituted as a measure of risk. We’d like to reiterate that volatility 

does not equal risk. It equals risk only for someone looking for steady income without 

significant drawdowns. The overall market index is pegged with a value of one. A beta value 

greater than one indicates a stock that is more volatile than the market average. A beta value 

that is less than this indicates a stock that is less volatile than the market. If steady income 

without a massive upside is your main goal, low beta stocks are the kind you should prioritize 

owning. Your goals should be to earn decent gains (not the highest) with as much stability as 

possible. To demonstrate this, here are some five-year Beta values for some popular 

companies: Coke (KO) – 0.67, IBM – 1.09, and McDonalds (MCD) – 0.6.  

“When we own portions of outstanding businesses with outstanding managements, our 

favorite holding period is forever.” – Warren Buffett.  

The biggest dividend investing mistakes: 

1. Chasing high dividend yield. 

2. Putting all your money into a few stocks (spread it over 15 to 25 companies). 

3. Not doing your research on the company. 

https://www.digrin.com/stocks/detail/USB/
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4. Losing patience with this type of investment. You plan to keep these stocks forever 

unless dividends are cut. 

5. Not reinvesting your dividends. 

6. Not routinely adding more money from your bank into your investment account each 

month to invest in these dividend stocks. 

7. Obsessing over the market and listening to financial news. Only Look at your account 

and the market when you have money available to buy more stocks. 

8. Not buying more companies during market corrections of 10% to 30% drop in the 

market. 

 

 

 

 

 

Chapter 10  

The IQT newsletter will be the secret to your success 

The Investment Quality Trends (IQT) newsletter will show you how to buy great dividend 

blue-chip companies with good dividend yields, undervalued and at the best price. 

I have no connection with the IQT newsletter, other than I like and use their services. This 

newsletter does all the homework for you to determine which are the best dividend paying 

stocks in the market. Of the 285 companies that are in the newsletter they determine which 

ones are undervalued allowing you to buy these companies at good prices and high dividend 

yields. 

In 1966, Geraldine Weiss, the Grand Dame of Dividends, and co-founder of Investment Quality 

Trends (IQT) newsletter. She introduced the dividend-yield approach through the Investment 

Quality Trends (IQT) newsletter. The dividend-yield approach measures 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. 
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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 56 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, which 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 285 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 
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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 of undervalued stocks, you want to select 15 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 and high dividend yield. 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 6.5% 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. These are companies that increase their dividends each year. 

Some increase 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 and dividend income growth. 

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.  
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Our most recent correction occurred from January 3, 2022 until June 16, 2022, the S&P 500 

dropped  23.9%. During the same time frame My dividend Portfolio grew 3.2%. 

During times like this you could have completely filled your wish list of undervalued, blue-chip 

stocks in a few days. 

The IQT newsletter will recommend what to pay for them when they drop to the undervalued 

category. 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 value-

minded 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 are cut or they stop paying dividends.  

It is very rare that any companies on the IQT newsletter will cut dividends. A few exceptions 

have been banks during the last recession and also Boeing and Disney in the 2020 COVID 

market drop. When this happened the IQT newsletter let you know that these companies cut 

their 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 with $2 million invested in the market. He was receiving 

over $60,000 that year in dividends. The next year just after he retired his portfolio dropped 

44% 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 
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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 lived on 85% of the dividends and reinvested the other 15% of the 

dividends back into his portfolio. As of May 2022, his portfolio was worth $10 million, and his 

annual dividend payout is now over $340,000. This is an average annual dividend growth 

return of 12.8% since 2009. Many of the companies listed in chapter 9 have even greater 

dividend growth. That is the power of continued increasing dividend growth!!! 

Over the past 13 years of investing in dividends stocks, he will receive an incredible 11.12% 

return on his dividends this year on his original cost basis of $3,046,000. His overall average 

annual return in his portfolio using the IQT newsletter from 2009 to 2022 was 19.4% which 

was 4% higher than the S&P 500 average annual return of 15.3% without dividend 

reinvestment. Since 2008, he has only used the undervalued section of IQT newsletter to 

guide all his purchases of dividend companies.  

DDS loves this approach to investing because he does not need to do any research. He only 

spends about an hour once a month reading the IQT newsletter and puts in a limit or market 

buy order for a selected stock if the price is below the recommended price listed in the 

undervalued section of the newsletter. He usually puts in “good until cancelled” limit orders 

one or two points below the newsletters recommendation for the undervalued stock price. 

Then over the next 60 days he will wait to see if his order is accepted.   

He then sits back, relaxes, receives his dividends, and never worries about money or the ups 

and downs of the market. This once-a-month approach is like dollar cost averaging protecting 

you against your emotions and large swings in the market. He and his wife both have their own 

Schwab accounts and invest each month. She also does her own investments using the IQT 

newsletter. He now has a new updated plane and they 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 in 

the past, 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 long- term investor. DDS now knows the most important numbers to focus on 

are the dividend growth, dividend percentage yield, and the passive income returns he gets 

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. 

For those investors that are still working, you can reinvest 100% of your dividends plus invest 

added money each month growing your dividend portfolio exponentially. 

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 
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the umbrella of Berkshire Hathaway. Of the 48 securities within Berkshire Hathaway’s holdings, 

34 companies pay a regular dividend. In 2021, Buffett’s Berkshire Hathaway received $3.8 

billion in dividends. 

Warren Buffett like DDS, rarely worries about the ups and downs in the market knowing that 

the main goal is 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 would not 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 6.5% as compared to the S&P 500 dividends which 

are around 1.49% (July 2022). 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 

increasing 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 your 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. 

http://www.berkshirehathaway.com/letters/letters.html
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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. 

9. You never worry about the ups and downs of the market, and you easily fall asleep each 

night. 

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 tutorial 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.  

Below is a small clip of the undervalued section of the newsletter. This is the portion that I use 

when I decide which stocks to buy. Kelley Wright recommends an undervalued price. Here with 

the 3M company, it is $199. The next I look at are the negative points and percentage down. 

The 3M company has taken a significant drop and is 58 points and 42% below the undervalued 

https://rumble.com/vby8mp-investment-quality-trends-tutorial-one.html
https://rumble.com/vby8dt-investment-quality-trends-tutorial-two.html
https://rumble.com/vd2p3p-investment-quality-trends-tutorial-three.html
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price recommendation. If you purchase the stock at the price of $140 you will have locked in a 

dividend yield of 4.25%.  

Another company I would look at is Cardinal Health that is down 17 points and 30% below the 

undervalue recommended price giving a dividend yield of 3.37%. The large red X indicates that 

the dividend may be in danger because the payout ratio is over 100%. This may not be a 

company you would want to buy now. Take your time and do your homework on the 

companies and possibly add this to your watch list. Select the companies you want to buy 

making sure you purchase those companies at or below the recommended undervalued price. 

 

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 undervalued stocks you want to buy. I look at those companies where the 

dividend yield is 2.5% or higher. I also focus on those companies whose current price are 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.  

Check out these companies on the following great websites. You can go to 

https://2.simplysafedividends.com/trading_items/2657626 ,  Marketbeat.com, Yahoo finance 

or your Schwab account to investigate these companies. I stay away from companies that have 

high debt and or 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 try to be below the 40% low of the range.  

https://2.simplysafedividends.com/trading_items/2657626
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When you are first starting out, divide you're investing cash by 15, allowing you to purchase up 

to 15 companies from the various sectors 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 buy 2 to 4 stocks. 

As a guide pick companies from the timely 10 or the lucky 13 section of the newsletter. 

If the price of the stock is the same or less than the recommended undervalued price, then 

purchase the stock with a market order that day. Now just sit back and wait for the next 

newsletter and wait for the dividend payout date to receive your passive income. This date can 

be found at https://2.simplysafedividends.com/trading_items/2657626 .Type in your company’s 

ticker symbol and then click the heading that says dividends. 

Over 95% of the stocks listed in chapter 9 are in the IQT newsletter. Focus on those that are in 

the undervalued section of the newsletter. You may want to put others that you are interested 

in on a watch list until they reached the recommended undervalued price in the IQT newsletter. 

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 returns of Texas 

Instruments (TXN) that was presented earlier. 

A red and white X indicates that the dividend is 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. 

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 (U) group. 

Price- the current price. 

https://2.simplysafedividends.com/trading_items/2657626
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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. 
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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 20 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 

below 60%. A 75% payout ratio is acceptable for utilities due to their different capital structure. 

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.  

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 their 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 285 companies.  

You can log into your IQT account and go to special reports. There you can download the excel 

spread sheet for that month newsletter which also tells you this three, five- and 10-year 

average dividend growth for that company. Remember dividend growth is the most important 

criteria for success with these companies. Try to have a 10-year Average annual dividend 

growth over 10%. 

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 or 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. 
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As an IQT newsletter subscriber you can go to the website under special reports and download 

the excel sheet of all the stocks in the current and past newsletters which also includes the 

three-year, five-year, and 10 year average dividend growth rates. You can manipulate this excel 

sheet for greater detail and comparisons of various companies. 

If you want to 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 ready for the commitment to a trial subscription. That's okay. 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. 

 

Chapter 11 

How To Begin using the IQT newsletter 

• Open Charles Schwab brokerage account whether it is a Roth IRA or a standard account. 

Build up your cash assets  through automatic 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) buy those selected undervalued stocks that are at or below the IQT 

newsletter recommended price. You can initially start slow with small amount to 

familiarize yourself with the process and get comfortable buying these stocks. 

• By investing each month using your available cash, is like dollar cost averaging in the 

market which eventually will give you a great return. 

• 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. Try not to have any more than 5% of your money in anyone company. 

• Read Appendix B: Guide to Selecting the Best Dividend Stocks to Buy Now. 

• Sit back, relax, and wait for your order to be filled.  

• In January checked out the Lucky 13 and the monthly Timely 10. 

 

https://iqtrends.com/trial_subscription.php
https://iqtrends.com/trial_subscription.php
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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 

value.  

Emotion may rule the short-term, but the long-term belongs to fundamental value, 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, which 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.” 

Chapter 12 

Final thoughts 

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 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 quickly while you are learning the dividend investment strategy. Paying off debt 

always gives you your greatest and safest return of any investment. Paying off that gives you 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 
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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  

The money you have 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 from these investments 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 2%. 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%. Today Inflation is now over 8% a 

year. This means that all the money in cash, CD, bonds, and treasuries are losing 7% each year.  

The best long-term option as described in this book are undervalued dividend paying blue chip 

stocks. 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, 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. 

When Mohandas Gandhi was asked: what was his message to the world, he replied: “My life is 

my message”. What is the message you want to teach your children about money and freedom 

in your life? 

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.  

To learn specific steps of getting out of debt go to Dave Ramsey financial peace university. 

https://www.ramseysolutions.com/ramseyplus/financial-peace .  

https://www.ramseysolutions.com/ramseyplus/financial-peace
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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 $32,000 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. Good luck and have fun. 

 

About the Author 

DR. ALBERT “ACE” GOERIG graduated from Case Western Reserve University Dental School in 

1971 and was their distinguished alumnus in 2014. Following graduation, he joined the US Army 
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quickly become debt free and financially free. He and his wife, Nancy, were married in 1969. 
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Disclaimer 

While the author has used his best efforts in preparing this book, he makes no representations 

or warranties with respect to the accuracy or completeness of the contents of this book and 

specifically disclaims any implied warranties or merchantability or fitness for a particular 

purpose. The advice and strategies contained herein may not be suitable for your situation. You 

should consult with a legal, financial, tax, or other professional where appropriate. Neither the 
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publisher nor the author shall be liable for any loss of profit or any other commercial damages, 

including but not limited to special, incidental, consequential, or other damages. 

This book is for educational purposes only. The views expressed are those of the author alone 

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 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 like 

those shown. 

Appendix A - Best Dividend investing websites and books 

Nathan Winklepleck: Dividend Growth Machine: How to Build a Worry-Free Retirement with 

Dividend Stocks (Dividend Investing); 2016 

Matthew R. Kratter:  “Dividend Investing Made Easy; 2018 

Jesse Blair: The No-Nonsense Guide to Dividend Growth Investing; 2021 

Lowell Miller: The Single Best Investment - Creating Wealth with Dividend Growth; 2006 

Kelley Wright: Dividends Still Don't Lie; 2010 

Dividend Growth Investing Lessons by Dave Van Knapp 

https://dividendsandincome.com/dave-van-knapps-dividend-growth-investing-lessons/  

https://dividendsandincome.com/dave-van-knapps-dividend-growth-investing-lessons/
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Dividend Investing Strategy Guide free download  

https://www.marketbeat.com/dividends/dividend-investing-guide/  

Dividend Growth Investing archives 

 https://dividendsandincome.com/category/archives/  

Value Line is found online at your local library 

 

Recommended websites: 

https://www.simplysafedividends.com/   (my favorite) 

https://www.digrin.com/stocks/detail/TROW/   

https://finance.yahoo.com/   

https://www.marketbeat.com/stocks/    

https://www.morningstar.com/ 

https://iqtrends.com/ 

https://quickfs.net/company/AMGN:US  

https://www.suredividend.com/  

https://www.tipranks.com/tools/dividend-calculator  

https://dqydj.com/stock-return-calculator/ - looks at individual stocks growth and returns 

over time 

https://tools.mhinvest.com/mhichart - compares dividend growth and yield over time 

https://www.slickcharts.com/sp500/returns/details  - S&P 500 Return Details 

https://www.macrotrends.net/2526/sp-500-historical-annual-returns   S&P 500 Historical 

Annual Returns 

https://www.doctorace.com/resources/ S&P500 and your adviser comparison excel chart 

Tax implications For Canadian Investors Buying U.S. Stocks - 

https://www.suredividend.com/usa-tax-canadian-investors/#dividendtax  

Recommended YouTube video channels: 

https://www.youtube.com/c/NathanWinklepleckCFA/videos 

https://www.youtube.com/watch?v=luWaRka9L0Y&t=912s must watch video 

https://www.marketbeat.com/dividends/dividend-investing-guide/
https://dividendsandincome.com/category/archives/
https://www.simplysafedividends.com/
https://www.digrin.com/stocks/detail/TROW/
https://finance.yahoo.com/
https://www.marketbeat.com/stocks/
https://www.morningstar.com/
https://iqtrends.com/
https://quickfs.net/company/AMGN:US
https://www.suredividend.com/
https://www.tipranks.com/tools/dividend-calculator
https://dqydj.com/stock-return-calculator/
https://tools.mhinvest.com/mhichart
https://www.slickcharts.com/sp500/returns/details
https://www.macrotrends.net/2526/sp-500-historical-annual-returns
https://www.doctorace.com/resources/
https://www.suredividend.com/usa-tax-canadian-investors/#dividendtax
https://www.youtube.com/c/NathanWinklepleckCFA/videos
https://www.youtube.com/watch?v=luWaRka9L0Y&t=912s
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https://www.youtube.com/c/DividendsandIncome   

https://www.youtube.com/c/DividendData  

Creating a Roth IRA  for your children: https://www.youtube.com/watch?v=oKKDch82tGA  

https://www.youtube.com/watch?v=UojCYlWlXGA  

 

 

 

 

Appendix B 

Guide to Selecting the Best Dividend Growth Stocks to Buy 

(This list of stocks below is for educational purposes only, not investment, legal 

or tax advice. It is not a recommendation or offer to buy or sell any security. 

Past performance is no guarantee of future results. I cannot guarantee accuracy 

of this data.  Do your own research and invest at your own risk!!!)  

All companies purchased should be on Dividend Achiever list (10 years of increasing dividends), 

with the vast majority (85%) having at least a 15-year of increased dividend growth history. This 

list also includes the dividend aristocrats and dividend kings. 

https://www.marketbeat.com/dividends/achievers/  

For the one of the best highly researched companies use Dr. Ace’s Freedom list (chapter 9) 

The key to successful investing is buying companies that pay dividends. The S&P 500 has 400 

companies that have paid dividends but only 183 companies have grown their dividends over 

the last ten years. These are the strongest companies in the S&P 500. Buying these companies 

may increase your return by 2% over the average S&P 500 return.  

The best time to buy these companies are when they are undervalued. This is called value 

investing and you look for companies that are trading for less than their intrinsic or book value. 

Buying stock when they are undervalued increases your dividend yield, safety from Loss and 

increases your equity profitability.  

Overtime the market trends upward reaching all time highs. During these times there are fewer 

companies that are undervalued. When Mr. Market is in a bad mood or overreacts to bad news, 

the price of great companies will go down.  These are your buying opportunities. We look for 

sound and financially strong companies that have become undervalued. 

https://www.youtube.com/c/DividendsandIncome
https://www.youtube.com/c/DividendData
https://www.youtube.com/watch?v=oKKDch82tGA
https://www.youtube.com/watch?v=UojCYlWlXGA
https://www.marketbeat.com/dividends/achievers/
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You must wait patiently for corrections to fill your bucket list with the 15 to 25 companies that 

you will keep forever. That is why it's very important to take advantage of market corrections to 

add great companies to your portfolio. 

How do you know when a company is undervalued? There are various sources that will tell you 

when they are undervalued and the price you should pay. Here some sources. 

IQT newsletter it is probably the best source to select great companies that are undervalued. 

They also provide an undervalued price guideline for each stock. You can create good until 

cancelled buy limit orders below the suggested price. 

Because we buy only undervalued companies, the stock must be below 50% of their 52 week 

price range. Ideally, we would like companies that are at their 52 week low up to 30% low. Look 

at the column 52w for stocks that are 0 to 3.  

Jason Fieber YouTube videos talk about how he comes up with his dollar rating. He then gives 

the recommended baseline price for those companies in his videos. 

Morningstar rates all stocks from one star to five star. A 3 rating indicates the stock is trading 

within a range considered fairly valued, a 4 rating is undervalued, and a 5 rating indicates the 

stock is significantly undervalued. Focus on the ratings 4 and 5. This is one of the columns on 

Ace’s list. 

Simply Safe Dividends Ratings.  Determines if they are undervalued by looking at their five year 

dividend yield and P/E ratios and their price over the past 52 weeks. you reached them 

undervalued, reasonably priced, and overvalued. This is one of the columns on Ace’s list. 

Valuing a business is somewhat amorphous and ephemeral, with no real precise/fixed number. 

Looking at a consensus of the best resources as described can help the investor come up with 

their best estimate and then be super conservative around that estimate. Each investor must 

formulate their own opinions using available resources, rather than trying to find a precise 

number where none can ever be found. 

There is a great possibility that we will be heading into a recession. This is why I do not buy any 

stock that cut their dividends in the last 2008 to 2009 recession. This is true with most bank 

stocks, even those in the IQT newsletter that give high dividend yields. 

The main focus should be on dividend growth rate and dividend safety and less upon high 

dividend yield.  If the stock that you are considering is a Dividend Aristocrat and it has a 

dividend yield between 2.50% and 4.50% today, it is probably reasonably fairly priced (in the 

current interest rate environment). If the dividend yield is below 2.50%, the stock is probably 

over-priced, and you should wait to purchase it. If the dividend yield is over 4.50%, there is 

probably something wrong. 
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Ideally, we want at least 3% plus starting dividend yield with a current dividend growth rate at 

least a 3%, a  five-year average dividend growth rate of 7% or above and a greater than 10% 

ten-year average dividend growth rate.  

When markets are up, it can be more difficult to find companies yielding 3%, a 7% dividend 

growth rate, and at least 15 years of dividend growth. I am more lenient on the starting yield 

but balance this with either higher dividend growth or more years of dividend growth.  

If the average 10-year dividend growth is 15% or greater then you can look at stocks that have a 

dividend yield above 2%. Their price should be down below 30% of their 52-week price range. 

For those who are retired and need to live on dividend income now, your main focus might be  

on high dividend yield and are not concerned about the dividend growth overtime. Go to the 

website: https://www.marketbeat.com/dividends/achievers/  and click dividend yield and it will 

show you the highest dividend yielding dividend achievers to get you the highest current 

dividend income. When you select these companies make sure that their current dividend 

growth is over 3%. https://2.simplysafedividends.com/idea_lists/achievers  

Ideally have somewhere between 15 to 25 companies spread over different sectors. 

No sector should be more than 18% of total income.  

No individual stock should be more than 10% of total income.  

These are just guidelines. Sometimes I have sectors that exceed the 18% rule, usually due to 

faster-growing dividends. When this happens, I just quit making new purchases in that sector. I 

never sell my fast-growing companies and let the winners ride. 

No more than two companies owned per industry  

No purchasing of mining companies or foreign companies.  am not a fan of real estate REITs or 

MLP’s as they have nonqualified dividends unless they are in an IRA. 

I shy away from Energy companies such as Chevron (CVX) and Exxon Mobil (XOM) because price 

always seems to fluctuate depending on the cost of oil and overtime the equity value and 

dividend growth increases slowly. When oil prices are significantly down and dividend yield is 

extremely high, that is the time to purchase these undervalued energy companies. When those 

companies become overvalued it would be worth it to sell them and focus on other 

undervalued dividend companies in a different sector. 

I recommend that everyone make their own set of guidelines. Investors should tailor to each’s 

individual needs and goals.  

My goal is to have a portfolio that grows at 9% annually without reinvesting dividends and 14% 

annually when reinvesting dividends. This will effectively double my income every five to six 

years pre-retirement (I am reinvesting the dividends) and every 8 years post-retirement (I am 

https://www.marketbeat.com/dividends/achievers/
https://2.simplysafedividends.com/idea_lists/achievers
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spending the dividends) by achieving this goal. This growth is assuming I add no additional 

capital to the portfolio and I am not reinvesting my dividends in retirement. 

A good starting point is to look at Dr. Ace’s stock list in this book. Here are some 

guidelines when looking at the list below. 

I would like the payout ratio to be less than 65%. 

Be cautious about buying a company with a current dividend growth below 2%. Especially if 

the company demonstrates a consistent downward trend from the 10 year to the five year to 

the three-year of lower dividend growth returns. Examples on the list are 3M (MMM), 

Walgreen Boots (WBA), Cardinal Health (CAH) and IBM. If you have these in your portfolio and 

because these are all dividend aristocrats and have stood the test of time, I would continue to 

keep them but not add more to that position.  

Try to buy stocks that have a greater than 2% current dividend growth.  I would prefer it to it be 

at least 7% and above. I also focus on stocks where the 10-year average dividend growth is at 

least 10%.  

The price of the stock usually goes up as the dividend goes up. So, the price of the stock will go 

up faster with an average annual dividend growth of 10% compared to a stock where the 

average dividend growth is only 2%. 

Texas Instruments (TXN) had an average annual growth of 23% over the past ten years with a 

significant increase in the equity value.  Texas Instruments per share price grew from $15 in 

2009 to $202 a share in 2021 an increase of 1347% in equity value.  During the same time the 

dividend growth was 938%. https://www.digrin.com/stocks/detail/TXN/  

P/E- This is the price-to-earnings ratio (price/earnings) of 20 or below is preferable. 

Number of years the dividends have increased consecutively for the company. The more years 

the better. 

These next categories consider the strength and safety of the companies. Below is a YouTube 

video that helps you understand these ratings. 

https://www.youtube.com/watch?v=scPF__DQuvk  

https://www.youtube.com/watch?v=ICC_pW9Tows  

Value Line rating of 3B++ or better. The number represents the safety with one being the 

safest. The letters represent the company’s financial strength with A++ being the highest. 

S&P ranking- This is the current S&P Earnings and Dividend Quality Ranking of A- and above. 

Dividend safety rating of 40 and above - 81 to 100 very safe: 61 to 80 safe: 40 to 60 borderline 

safe: 21 to 40 unsafe: zero to 20 very unsafe. 90% of these companies are in the safe or very 

safe category. Check out: https://www.simplysafedividends.com/dividend-safety-scores  

https://www.digrin.com/stocks/detail/TXN/
https://www.youtube.com/watch?v=scPF__DQuvk
https://www.youtube.com/watch?v=ICC_pW9Tows
https://www.simplysafedividends.com/dividend-safety-scores
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Morningstar dividend MOAT rating - They are rated as a wide moat (W) which is the best, a 

narrow moat (N) or no moat (NO) at all. A wide Moat is Best. 

Morningstar valuation rating  of 3 and above:  a 3 rating is trading within a range we consider 

fairly valued, a 4 rating it's undervalued, and a 5 rating significantly undervalued. We want to 

buy companies that are significantly undervalued. 

Simplysafedividend.com website value rating. U= undervalued/ R= reasonably priced /         

O= overvalued 

A Beta rating ideally less than one. 

Debt to equity ratio ideally less than one. 

Since = the year the company was founded. The oldest companies have stood the test of time. 

ROIC 5yr Avg = average five-year return on investment capital. Ideally it should be above 10. 

https://www.youtube.com/watch?v=jcbFh7Fdr_w  

ROE = return on equity. Ideally at least 10%.  

NPM = Net profit margin should Ideally be at least 5%.  

 

When to Sell  

A dividend growth investor purchases a stock with the intent to hold it forever. An investor 

should personally research a company, understand the story, and expect the company to be 

around for a long, long time. Selling a company like this should not be taken lightly. Only sell 

when the dividend is cut or when the dividend has not been increased in the past 12 months 

without an excuse or when the story has changed. 

I would also sell when the company is being acquired. When a company announces that it’s 

being bought, the stock will jump in price. It will likely not make it to the planned buyout price, 

but it will be within a few cents. I usually sell before the buyout. I will take the instant stock 

price jump rather than wait and see if it happened.  I would have liked to at least have held the 

stock for one year from my original purchase to take advantage of the tax benefits of long term 

capital gains. This is not as important when it is in a tax deferred account such as an IRA. 

Some investors sell a great company when it becomes overvalued. Especially when my yield on 

cost is over 6% and growing. I do not, because it can even grow more. I would use the dividends 

from that company to reinvest in other undervalued companies of my choice.   

I believe there would be nothing wrong with only having one rule on selling a stock: Only sell on 

a dividend cut.  

https://www.youtube.com/watch?v=jcbFh7Fdr_w
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Jesse Blair in his excellent book “The No-Nonsense Guide to Dividend Growth” states that “Long 

term dividend growth investing discourage lots of trading. A portfolio is like a bar of soap. The 

more you handle it, the smaller it gets. Studies show that investors who trade often have the 

worst returns.” 

 

 


