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Dividend stocks have long been a mainstay of individual investors. However, over the past few years, the investment market has become more difficult to navigate. This book is written to provide the basic dividend stock investment knowledge to the average person. To succeed as a dividend growth investor, you need to pick your dividend stocks wisely, be patient, and invest time. Only then, you can see high-quality dividend growth stocks growing at stable and sustainable rates.  Dividend investing may seem like a difficult thing to understand, with the help of this book, you will get a good understanding of how it works and how you can do better with it. The book includes a lot of useful information and whether you are new to investing or dividend investment, the book will help you make sound investment decisions. This book will show you the way to get the best for your money and help achieve financial security at retirement.
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Chapter One

Introduction to Dividend Investing
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Times have changed and securing financially secure retirement is not as easy as it was 30 years ago. Those days, investment returns were much more consistent than now. You could choose from a variety of investment opportunity. You could buy one of the mutual funds or invest in major public companies like General Electric or AT&T. You could have worked in a big company and know that if you work hard, you could have a secure job until you retire.

In the 1980s and 90s, you could invest in S&P 500 index fund and get regular good rates on your investment. Bad years were a rare thing these days for S&P. You could build up a nest egg inside of a 401K or IRA plan and know that is would grow about 10% each year, consistently. You could withdraw about 5% and even give yourself a raise every year in retirement to cope with inflation.

Today, it is a different scenario. After the .com bubble burst in 2000, the 9/11 attack in 2001, and the continued war in Asia, the S&P started to show weakness. During the start of the economic crisis in 2008, the S&P lost about 37% of its value. Some major US companies such as Merrill Lynch and General Motors went bankrupt. Interest rates fell to almost zero, tax revenue falls sharply, the national debt doubled, and the government had to step in to get the economy back on its feet.

The economy is turning around since then, but a secure retirement or setting aside money in a 401k plan is no longer feasible. Social security is effectively insolvent and corporations are no longer loyal to their employees. Experts saying that we have to work longer and live on just 3% of our investment portfolio during retirement.

We can no longer rely on big corporations or government to take care of us during retirement years. People who are in their 20s, 30s, 40s, and 50s need a new investment plan that offers better returns, grow consistently and provide a secure retirement.

Dividend Investing

Dividend investment stocks could allow you to live off of 4% to 6% of your portfolio each year without having to ever sell shares of stock. It is more stable than S&P 500 and has the potential to grow by 5 to 10% each year. At a first glance, it may seem there is nothing special about it, but the performance numbers will change your mind.

Standard and Poor’s records S&P 500 companies that have grown their dividend every year for the last 2 decades, known as the S&P Dividend Aristocrats Index. This group includes about 52 companies and include names like Coca-Cola, Chevron, Exxon Mobil, AT&T, 3M, Wal-Mart, Procter & Gamble and McDonald’s. The Indexology blog recently published a chart comparing the performance of the S&P Dividend Aristocrats Index to the performance of the S&P 500 between 1990 and 2017. These companies had cumulative returns of more than 1,900% while the return in investment in the S&P 500 resulted in cumulative returns of about 1,000%.

[image: Image result for S&P 500 and S&P Dividend Aristocrats total return char past 10 years]

Data shows that Dividend Aristocrats has indexed about exponentially when compared to S&P 500.

Data shows that dividend investing works and you can make it work for you. You can use the power of dividend investing in your IRA, your personal 401K plan, and your individual brokerage account to create an investment portfolio of dividend growth stocks that will generate a steady income stream. It will be less volatile than the broader market and offer returns greater than the S&P 500. You can build your portfolio (with an annual yield of 4% to 6%) and will grow by 5% to 10% each year as companies raise their dividend over time. Dividend investing offers a perfect combination: growth investing and income investing. If the dividend stocks continue to perform well, you may receive 10% annual return in the upcoming years.

Our goals are same for retirement; have enough money in savings and investments so we do not have to work. For example, you may want to retire at the age of 65 or do not want to retire at all. But you want the freedom and flexibility to work part-time or take a job that pays low. If you start investing early in dividend growth stocks, at retirement you can simply stop reinvesting your dividend payments and start living off the dividend payments you receive. In some cases, you may not even have to sell any of your stock, which will allow you to leave sufficient for your children.

Earning $100,000 or more in Retirement

Let's imagine you are 35 years old, living with your spouse, have two kids. You bought a house and haven’t started a retirement plan. Now, you and your spouse decide it is time to take action and start planning for your future and saving for retirement. If you and your spouse invest $12,000 per year in dividend-growth stocks (starting from the age 35 to 65).  You will earn an average rate of return of 10% per year and you will receive $101,700 in dividend payments each year. You will have a total $2, 26 million in your retirement account at the age of 65. You don’t have to do any other investment and you don’t have to increase your saving each year.

You don’t have to take a part-time job after retirement. You don’t have to sell a single share of stock during retirement and you don’t have to rely on your social security payments. You won’t retire broke, unlike most other Americans. You will have a steady stream of cash deposits coming into your brokerage account each month from companies like Verizon, Coca-Cola, Johnson & Johnson, General Electric, Wells Fargo and Wal-Mart.

Today, the only investment strategy that stood the taste of time and offers superior returns is divided-growth investing. We already mentioned some great and trusted companies. The purpose of this book is not to recommend any specific divided stocks or company. The best way to make a profit with dividend investing is doing your own research and building a portfolio of dividend-growth companies that are promising.
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Chapter two

Know Your Dividend Investing Goals
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Before starting dividend investing, you need to understand what goals you are trying to accomplish via investing, and how you want to achieve those goals. Most people depend on monthly income from their businesses or jobs. You will be in trouble for a few months if your business were to fail or you were to lose your job. The goal is to set aside money for the future as 401K and IRAs plan so that you don’t have to work after retirement.

The idea of saving money for the retirement is very basic, but most people often fail to better manage their retirement fund. According to a study by GoBankingRates, 30% of Americans have no retirement saving. About 60% Americans saved only $50,000 for retirement, which is sufficient for only 1 or 2 years of retirement. Only 13% Americans have saved about $300,000 or more for retirement. If you do not want to work after retirement, then start a retirement plant and start dividend investing.

Dividend Stocks is a great investment for Retirement Investing

After you set up a 401K plan or open up an IRA, you have to decide what kind of investments you want to put your money into. For younger people, the common advice is to put money away into growth stocks that have good projections of growth as you near retirement. But growth stocks are non-ideal investments if you are in retirement. The reason is selling shares in a declining market will magnify the impacts of market losses.

For people who are close to retirement, the standard advice is to purchase a low risk, income-generating investments such as corporate bonds, municipal bonds, and treasury bills. These investments provide stability and a steady income. However, most retirees are looking to be able to safely live on at least 4% of their retirement portfolio each year, and often, the bonds and treasury bills pay a dividend of about 2%. This low income won’t be enough for retirement.

Dividend stocks offer the perfect mix of income investing and growth investing. You will get a long-term capital appreciation as the stocks prices rise over time and you get immediate income in the form of dividend payments. With dividend stocks, you will be able to meet the target 4% withdrawal rate in retirement. Also, you don’t have to sell any shares you own. You will never have to sell any of your shares, so you won’t be affected in the event of a market dip.

Divided stocks are true passive income. You receive checks in your brokerage account or receive checks every month or quarterly basis. The only thing you have to do is keep your stocks. Your dividend payments will grow over time as companies raise their dividends on regular basis. The dividend investing isn’t without risk, but the combination income they offer and the capital appreciation make them very attractive investments for your retirement.

Dividend stocks have lower volatility

Potential investors use a metric known as beta to determine the systematic risk or volatility of any given company relative to the market as a whole. The S&P 500 has a beta of 1.0. Companies that move with the market will also have a beta of less than 1 and are less volatile than the broader market (theoretically). Companies that have a beta of greater than one are more volatile than the market as a whole. Most technology stocks have a beta higher than one because they are higher-growth and higher-risk investments. Alternatively, companies that are more stable such as consumer staples, and utilities will generally have betas of less than one.

Dividend stocks have a less systematic risk and are collectively less volatile than the broader market. Most companies that pay dividends and continue to grow over them are established and profitable big companies that have a history of earnings growth. They are a more secure investment opportunity. During an economic dip, dividend stocks usually don’t fall nearly as much as much younger, high-growth companies. Building a portfolio with lower volatility won’t provide you better returns, but it will help you worry less. Many investors make a common mistake like selling their shares when the market is dipping to cut their losses and come back into the market when the prices gained value and prices are up. With dividend investing, you will own stocks that won’t fluctuate that much and you don’t have to worry about selling abruptly. Owning dividend investing gives you psychological advantages. As we mentioned before, you don’t have to worry about the day-to-day value of your portfolio. Instead, you are going to focus on the perpetually growing income stream you receive in the form of dividend payments.

Dividend Stocks Outperform the Market

In 2013, J.P Morgan Asset Management issued a report (included data over a 40-year period) that showed how companies that pay dividends performed compared to companies that don’t pay dividends. The report showed that companies that paid no dividends had average annual returns of just 1.6%. While companies that eliminated their dividends or lower it had average annual returns of .3%.  On the other hand, companies that grew their dividends during the 40-year period saw average annual returns of 9.5%.

https://www.thestreet.com/story/13657357/1/here-are-10-high-dividend-stocks-that-provide-20-annual-returns.html

https://investorplace.com/2018/01/10-dividend-stocks-that-will-deliver-double-digit-returns-every-year/

It is not surprising that companies that pay and grow their dividends outperformed the companies that don’t. Data shows that 40% of returns of the S&P 500 over the last 80 years have come from dividend payments. Data shows that between 1926 and 2007, reinvested dividend income accounted for approximately 95% of the compound long-term return earned by compound by companies in the S&P 500 (http://www.etf.com/publications/journalofindexes/joi-articles/3869-the-imporance-of-investment-income.html).

[image: Image result for S&P 500 Dividend Aristocrats index]

The S&P 500 Dividend Aristocrats Index is more proof the companies that pay strong dividends regularly outperform the market. During the last 10-year period ending in September 2017, the S&P 500 index had an average annualized return of 11% with dividends reinvested. During the same period, Dividend Aristocrats Index returned an average annulled return of 16%. The Dividend-paying stocks have outperformed the broader market by 4 to 5% every year.

OEBPS/d2d_images/chapter_title_above.png





OEBPS/d2d_images/chapter_title_corner_decoration_left.png





OEBPS/d2d_images/cover.jpg
N/ \
jndrus Istom" ,l

T
B
N c 0 'l
How the Best Dividend Stocks Can Gener-

ate Passive Income for Wealth Building.
_ Beginner's Guide to Investing.

')






OEBPS/d2d_images/chapter_title_corner_decoration_right.png





OEBPS/d2d_images/chapter_title_below.png





OEBPS/d2d_images/image007.png
S&P 500 DIVIDEND ARISTOCRATS INDEX
GROWTH OF $100,000 SINCE INCEPTION (MAY 2005 - SEPT 2017)

$400,000
$300,000
$200,000
$100,000

$0

‘05 ‘06 ‘07 ‘08 09 ‘10 ‘11 12 ‘13 ‘14 ‘15 ‘16 ‘17

— S&P500(SPX) — S&P 500 Dividend Aristocrats (SPDAUDT)





OEBPS/d2d_images/image008.png
o)

‘Growth of $1: January 1990 - October 2017

s2500

s2000

s1500

1000

5500

000

no
iz
sioz
oz
oz
a0z
oz
oioz
o0z
800z
0z
o0z

o0z
vz
€00z
0z
ooz
000z
e
=
161
£
seat
vest
e
81
e
osst

[+ Dhidend Avsiocrats = 8P 500






