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Dividend Investing: Small Payments Can Boost Returns

Denise A. Lant, CFP®

Owning shares of
stock or stock funds
might increase the
value of your portfolio
in one of two
fundamental ways:
capital appreciation
(i.e., price increases)
and dividend
payments. Of the two,
capital appreciation carries the greatest
potential for return, but it also carries the
greatest potential for loss. And any gains or
losses are only reaped when you sell your
shares.
By contrast, dividends typically offer more
consistent modest returns that are paid while
you hold your shares. For this reason,
dividends have long been popular with retirees
and others who are looking for regular income.
But focusing on dividends can be appropriate
for almost any investor, especially if dividends
are reinvested to purchase additional shares.
Although reinvesting dividends from individual
stocks may not be cost-effective, mutual funds
and exchange-traded funds (ETFs) generally
offer an option to reinvest dividends and/or
capital gains.
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Growth and volatility
In general, more established companies tend to
pay dividends, and these companies may not
have as much growth potential as newer
companies that plow all of their earnings back
into the company. Even so, dividends can boost
total return. A 2015 study found that dividends
had accounted for about one-third of the total
return of the S&P 500 index since 1956, with
the other two-thirds from capital appreciation. In
the fourth quarter of 2017, more than 80% of
S&P 500 stocks paid a dividend with an
average yield of 1.87% for the index as a whole
and 2.24% for dividend-paying stocks. Many
mid-size and smaller companies also paid
dividends.1
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Because dividends are by definition a positive
return, even during a down market,
dividend-paying stocks may be less volatile
than non-dividend payers. However, dividend

stocks tend to be more sensitive to rising
interest rates; investors looking for income may
move away from stocks if less risky
fixed-income investments offer comparable
yields.

Quarterly payments
Dividends are typically paid quarterly in the
form of cash or stock. The amount is set by the
company's board of directors and can be
changed at any time. Dividends can be
expressed as the dollar amount paid on each
share or as yield — the annual dividend income
per share divided by the current market price.
When the share price falls, the yield rises
(assuming dividend payments remain the
same), enabling investors who reinvest their
dividends to buy more shares that have the
potential to grow as market performance
improves.
Investing in dividends is a long-term
commitment. In exchange for less volatility and
more stable returns, investors should be
prepared for periods where dividend payers
drag down rather than boost an equity portfolio.
The amount of a company's dividend can
fluctuate with earnings, which are influenced by
economic, market, and political events.
Dividends are typically not guaranteed and
could be changed or eliminated.
The return and principal value of all
investments fluctuate with changes in market
conditions. Shares, when sold, may be worth
more or less than their original cost. Supply and
demand for ETF shares may cause them to
trade at a premium or a discount relative to the
value of the underlying shares.
Mutual funds and ETFs are sold by prospectus.
Please consider the investment objectives,
risks, charges, and expenses carefully before
investing. The prospectus, which contains this
and other information about the investment
company, can be obtained from your financial
professional. Be sure to read the prospectus
carefully before deciding whether to invest.
1
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The Surprising True History Behind
Cinco de Mayo
Today, Cinco de Mayo’s actual meaning can be
easily lost in an abundance of margaritas—which
might cause celebrants to completely overlook the
real history of the holiday, which dates back to
strife in 19th-century Mexico and the effect of the
American Civil War on Latinos living in what’s now
the Southwest. The holiday, which is often
misconstrued as the Mexican Fourth of July, is not
at all what people think it is, says David E. HayesBautista, Director of the Center for the Study of
Latino Health and Culture at the School of Medicine
at UCLA.“Cinco de Mayo is part of the Latino
experience of the American Civil War,” he says. “It’s
not about the Mexican experience.”
In the early 1860s, Mexico had fallen in immense
debt to France. That situation led Napoleon III, who
had flirted with supporting the confederacy, to
send troops to not only overtake Mexico City, but
also to help form a Confederate-friendly country
that would neighbor the South.
“The French army was about four days from Mexico
City when they had to go through the town of
Puebla, and as it happened, they didn’t make it,”
Hayes-Bautista says. In a David-and-Goliath style
triumph, the smaller and less-equipped Mexican
army held off French troops in the Battle of Puebla,
on the fifth of May of 1862. (The French army
returned the following year and won, but it was the
initial Mexican victory that was impressive.)
It wasn’t until May 27, that the news of the Battle
of Puebla finally reached California-based Latinos,
who had been feeling disheartened as Union forces
were falling, quite disastrously so, to Robert E.
Lee’s Confederate troops. The news from Mexico
was doubly good for that population: not only was
Mexico victorious, but California—as a free state—
was also glad for the failure of the French plan to
help the Confederacy. This was particularly true for
residents of Hispanic origin, who had particular
reason to oppose the South’s system of white
supremacy.

Hayes-Bautista cites Major Jose Ramon Pico, a
general who organized Spanish-speaking cavalries
to fight alongside the Union in the Civil War, as a
prime example of what was at stake for some
Latinos.
“His grandmother was listed as Mulato in the 1790
census,” he says. “He came from an AfricanMexican family, so he organized troops to fight for
freedom and [linked] the Civil War to the French
intervention in Mexico.”“By the time [Latinos in
California] heard about the news of the battle, they
began to raise money for the Mexican troops and
they formed a really important network of patriotic
organizations,” says Jose Alamillo, a professor of
Chicano studies at California State University
Channel Islands. “They had to kind of make the
case for fighting for freedom and democracy and
they were able to link the struggle of Mexico to the
struggle of the Civil War, so there were
simultaneous fights for democracy.”
It wasn’t until much later that the holiday took on
the party-friendly connotations for which it’s
known today. “The 1970s and ’80s really is when
the U.S. beer companies began to kind of look for
ways to target the Spanish-speaking population,”
Alamillo says.
But, despite the holiday’s marketing-fueled
transformation into a time for drinking, it’s unique
origins can still be seen in the way it’s celebrated—
or, rather, the way it’s not. Alamillo, who was born
in Zacatecas, Mexico, and moved to America when
he was 8 years old, says he didn’t learn about Cinco
de Mayo until his American elementary-school
education.
“I thought, ‘Why would I hear about it in a
classroom in the U.S., but my parents and uncles
never heard about it in their schooling in Mexico?'”
he says. “It’s not a Mexican holiday, not an
American holiday, but an American-Mexican
holiday.”
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Esquites (Mexican Corn Salad)
By: Kevin Lynch
www.Closetcooking.com

Prep Time: 5 minutes
Total Time: 20 minutes

Cook Time: 15 minutes
Servings: 4

A tasty Mexican street corn salad with an
amazing blend of sweet corn, salty cheese,
sour lime juice and a hint of spicy chili
powder; pure summer in a bowl.

Ingredients:
2 tablespoons butter

Directions:

3 cups corn (about 4 ears), cut from the cob
1/2 jalapeno, seeded and finely diced
3 tablespoons mayonnaise
1 glove garlic, grated
2 green onions, sliced
1 handful cilantro, chopped
1 lime, juice
2 tablespoons cotija (or feta), crumbled
chili powder to taste

1. Melt the butter in a heavy skillet over medium-high heat.
2. Add the corn, toss and let it sit cooking until charred, mix it up and let it char
again, about 6-10 minutes.
3. Add the jalapeno, saute for a minute and remove from heat.
4. Mix everything and serve warm or at room temperature.
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The One Thing (Most) Millionaires Have in Common
Guess what America's self-made millionaires have in common? Most of them make budgets. One of
the first personal finance books I have ever read is "The Millionaire Next Door." If you're looking for
one of the best millionaire books aroound, this is it.
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The authors, Thomas Stanley and William Danko, are professors who devoted their careers to
studying the habits of self-made millionaires. These are people who became millionaires without the
help of an inheritance.

Common Characterisitics of Millionaires
Stanley and Danko found several common threads that millionaires share, including:

-Millionaires live frugally.
-They drive used cars.

-They buy their (used) car, instead of leasing one.
-They live in “less house” than they can afford, especially while they’re growing their wealth. Most
of their neighbors are non-millionaires.
-More than half never received even $1 as an inheritance.
-Almost half never received any money for college tuition from their family.
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-Nine out of 10 millionaires never received $1 worth of ownership in a family business.
-Self-made millionaires have frugal spouses. The authors told one particularly compelling story
about a husband who, after reviewing his net worth, announced to his wife that they were officially
millionaires. The wife  n ods, then goes back to clipping coupons.
-Millionaires are business owners. Some have full-time jobs plus side businesses, while others are
full-time business owners. (Read about businesses you can start on the side.) “Self-employed people
make up less than 20 percent of the workers in America but account for two-thirds of the
millionaires,” the book says.
-They tend to own “boring,” unglamorous businesses—the type that wouldn’t create interesting
cocktail party conversation. The book says: “We are welding contractors, auctioneers, rice farmers,
owners of mobile-home parks, pest controllers, coin and stamp dealers, and paving contractors.”
-The one area in which they generously spend money is on their children’s education.

Millionaires Budget, Too
And, of course, my favorite observation:
The majority of self-made millionaires budget and track every penny. They know how much they
spend on groceries, gas, and every other household line-item.
The authors say:
“Planning and controlling consumption are key factors underlying wealth accumulation …
Operating a household without a budget is akin to operating a business without a plan, without
goals, and without direction.”

What, Why, and How
Budgeting and tracking expenses represents the “how.” Self-made millionaires monitor their outflow of
money to see if their spending is aligned with their big-picture goals.
Millionaires start with a “big picture” goal. They envision how they hope to save, invest, and
accumulate assets. These big-picture goals represent “what” they want to achieve and “why” they want
to achieve it.
They clip coupons, wear inexpensive clothes, and drink domestic beer. Or, as the academic
authors put it, “They often live in self-designed environments of relative scarcity.”
They make budgets, track their money, and figure out how they can cut spending so they can
invest more. If that’s not motivation for making a budget, I don’t know what is.
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