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In the past five years,
we have witnessed a
resurgence of interest in

US dividend-paying stocks.
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Investors have often
sought these stocks in an
effort to preserve legacy
fixed-income capital for
a time when interest
rates inevitably rise.

Figure 1: 10-Year US Treasury Interest Rate May 2013—December 2013
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Source: FactSet, eVestment. Note: Bond Proxies are represented by the Telecommunications
and Utilities sectors of the S&P 500 index. Please refer to the back page for other important

disclosures. No investment strategy or risk management technique can guarantee returns or
eliminate risk in any market environment.
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Figure 2: Periods of Rising Interest Rates and Related Performance

10 Year UST Change (bps) 28 263 207 189 140 219

5&P 500 Return 25% 48.8% 32.0% 39.9% 17.4% 30.6%
Telecom Sector Return -1.1% 40.9% 29.6% 6.9% -4.8% 20.0%
Utilities Sector Return -1.2% -3.3% 39.6% 9.9% -6.0% 16.7%

Source: Bloomberg, FactSet.
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Equities tend to appreciate
meaningfully during periods
of rising rates, but not

all stocks and sectors
benefit equally.
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Figure 3: Percent Excess Return

Valuation as Measured by P/E

o

-0.4%

Dividend Yield

3 0.4% -0.5%

Source:Wolfe Trahan Accounting & Tax Policy Research, Company filings, Bloomberg, Standard
& Poor's, FactSet. Note: Dividend Yield - 500 largest companies ex-REITs; 1980-2/6/13. Dividend
yield is not sector neutral. P/E is sector neutral.
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Utility companies are using

financial re-engineering to
Figure 4: Average Annualized Returns of S&P 500 Stocks by & g
Dividend Cohort (19?2 _ 20.14} unlock shareholder value.
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Source: Ned Davis Research. Monthly data 1/31/72 - 7/31/14.
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