
A C T I V E L Y  M A N A G E D  S M A  P O R T F O L I O S

Dividend Growth
Portfolio
Good companies pay dividends.
Great companies grow them.

A rules-based portfolio of 25–30 exceptional U.S. companies with proven records of

raising their dividends — built to pursue total return from two sources: long-term capital

appreciation and a stream of income designed to grow every year.

Two engines. One goal: total return. Prepared for investors considering the

Dividend Growth strategy



T H E  F O R G O T T E N  S T O R Y

The return most investors never see
Ask how “the market” did last year, and you’ll hear a price. The S&P 500 quoted on the news is a price index — it counts

none of the cash those 500 companies actually pay their owners. Over a lifetime of investing, that missing cash isn’t a

rounding error. It’s most of the story.

Growth of $10,000 invested in the S&P 500, 1960–2025, with and without dividends reinvested. Calculated from S&P 500 annual price and total returns. Indexes are

unmanaged and not available for direct investment. Past performance is no guarantee of future results.

85%
of the S&P 500’s cumulative total return

since 1960 is attributable to reinvested

dividends and the power of

compounding.

~1/3
of the S&P 500’s total return from 1940–

2025 came from dividend income, on

average — decade after decade.

6.6x
more ending wealth from reinvested

dividends: $7.6 million vs. $1.1 million on

price alone (1960–2025, growth of

$10,000).

Earlier generations quietly built wealth by owning good businesses that paid them to be owners
— and reinvesting every check. The Dividend Growth Portfolio is that forgotten story, rebuilt
with modern, systematic discipline.
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A  T O T A L  R E T U R N  S T R A T E G Y

Two engines. One goal: total return.
This is not an income-only product — and it is deliberately not a “maximum yield” strategy. The portfolio is engineered to

compound wealth from both places your money can earn it:

E N G I N E  N O .  1

Capital appreciation
Businesses that reliably grow sales, earnings, and cash flow

tend to become more valuable over time. Our screens point

us to exactly those companies — so share-price growth does

the heavy lifting of long-term compounding.

E N G I N E  N O .  2

Rising dividend income
Every holding has a record of raising its cash payout. The

model targets 6–8% annual dividend growth across the

portfolio — income designed to outpace inflation, whether

you reinvest it or spend it.

Why we don’t chase yield
The market’s highest-yielding stocks are often its most stressed: a big yield is frequently a falling stock price and an unsustainable

payout in disguise. When stretched dividends get cut, investors lose the income and the principal — the worst of both worlds.

That’s why we screen for the growth of the dividend, not the size of it. A company that can raise its payout year after year is telling

you something a headline yield never can: the underlying business is healthy enough to write a bigger check every year.

In fact, the portfolio’s yield will typically look ordinary on purpose — broadly in line with the overall market’s. The dividend is not the

destination; it is the evidence of quality and a growing second engine of return. Investors seeking a bond substitute or maximum

current income should look elsewhere; investors seeking well-rounded, durable total return are exactly who this strategy was built for.

What this strategy is not What it is

A bond substitute or “income product” that maximizes

today’s yield

✕

A high-yield screen that accepts weak businesses for a

bigger payout

✕

A trading strategy chasing whatever worked last quarter✕

A core U.S. equity strategy pursuing total return — price

growth plus a growing income stream

✓

A quality discipline that uses the dividend record to find

financially sound companies

✓

A long-term holding that can flip from compounding to

paying income — without changing strategies

✓
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W H Y  D I V I D E N D  G R O W T H

A decade of rising dividends is hard to fake
Earnings can be adjusted and stories can be spun — but a dividend is real cash that leaves the company every quarter. To

raise it year after year, a business needs genuine free cash flow, a durable competitive position, and a disciplined

management team. That’s why we use dividend growth as a shortcut for identifying fundamentally sound companies:

the dividend record is the entry ticket, not the prize.

The entry ticket — three strict screens every candidate must pass:

5+
consecutive years of paying and

raising the dividend — through good

markets and bad.

> Sector
dividend yield above its sector

average — a competitive payout, not

a token one.

4%+
dividend growth over both the trailing

1-year and 3-year periods — the raise

must be real and recent.

Then the real work begins — every survivor is scored and ranked on three fronts:

Dividend metrics

1- and 3-year dividend growth rates,

consecutive years of increases, and

payout ratio — can the raise continue

without straining the business?

Financial health

Sales, earnings, and operating cash-

flow growth; debt-to-equity; return on

invested capital; economic moat —

the strength to keep paying through a

downturn.

Valuation

Price relative to fair-value estimates,

P/E, P/S, and P/B — quality is only a

bargain at the right price.

The funnel, by the numbers:

1,000s
of U.S. large-, mid-, and small-cap stocks

enter the screening universe.

~100
candidates survive the strict dividend

screens and advance to full fundamental

scoring.

25–30
top-ranked companies earn a place in the

portfolio — capped at 4% per position.

We’re not buying tickers with high yields. We’re buying the healthiest businesses we can
measure — and the growing dividend is how they prove it, in cash, every year.
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H O W  I T  W O R K S

A disciplined process, repeated every six months
Emotion is removed from the equation. The portfolio is built by a systematic, repeatable process — the same rules,

applied the same way, at every semi-annual reconstitution.

Your Portfolio
B U I LT  I N  F I V E  D I S C I P L I N E D  S T E P S

Universe: all-cap U.S. stocks

Strict dividend screens

Fundamental scoring

25–30 stock portfolio

Monitor & reconstitute

1 Define the universe

U.S. large-, mid-, and small-cap equities — casting a wider net than most dividend

strategies, across sectors and stages of corporate maturity.

2 Apply the dividend screens

Five-plus years of increases, yield above sector average, 4%+ recent dividend

growth. Thousands of stocks become roughly 100 legitimate candidates.

3 Score and rank the survivors

Each candidate is scored on dividend metrics, financial health, and valuation. Only

the top-ranked companies earn a place.

4 Build the portfolio

25–30 holdings, maximum 4% per position, sector exposures managed against

the broad market — concentrated enough to matter, diversified enough to sleep.

5 Monitor and reconstitute

Holdings are reviewed continuously and the full process re-runs every six months.

A company that cuts its dividend or fails our criteria is replaced by the next best-

ranked name.

The result: a quality-screened, rules-based core equity portfolio — selected on evidence, not emotion, and refreshed on a

schedule, not a hunch.

A built-in sell discipline

Every holding must keep re-earning its place. A dividend cut —

or a failing score — triggers replacement by the next best-

ranked candidate. And if no suitable replacement exists,

proceeds can sit in cash: a natural contingency, never a forced

purchase.

Names you’ll recognize

The criteria naturally lead to established leaders with wide

economic moats — the kind of companies that have raised

their payouts through recessions, rate cycles, and crises. Less

familiar names in the portfolio passed exactly the same tests.

S T E P  1

S T E P  2

S T E P  3

S T E P  4

S T E P  5
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T H E  R I S I N G  I N C O M E  E F F E C T

Give your income a raise — every year
Imagine an employment contract with a guaranteed 6–8% raise, every year, for life. That is the effect the portfolio is

engineered to create with your investment income. A $100,000 portfolio with a 3% starting yield pays about $3,000 in

year one — what happens next depends entirely on the growth rate of the check:

Hypothetical annual dividend income on a $100,000 portfolio with a 3% starting yield, growing at the rates shown; 3% approximates average inflation over the last 30

years. Illustration assumes no reinvestment and no change in portfolio value; for educational purposes only. Not a projection of any account.

The rule of 72

At an 8% growth rate, income doubles roughly every 9 years.

At 3% inflation, your costs double about every 24. A rising

dividend is a raise that compounds ahead of your cost of

living.

Flexible by design

Building wealth? Reinvest the dividends — every check buys

more shares that each pay their own growing dividend. Ready

for income? Flip the switch and take the cash. Same portfolio,

no strategy change.

The dividend engine, by design:

D E S I G N  O B J E C T I V E S  ·  N O T

G U A R A N T E E S

6–8%
TARGET ANNUAL

DIVIDEND GROWTH

~2×
THE PACE OF LONG-RUN

INFLATION

~9 YRS
FOR INCOME TO DOUBLE

AT 8%
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W H Y  I T  M A T T E R S  F O R  Y O U

Built to be owned for decades
Dividend Growth is designed as a long-term core holding — the kind of portfolio you can hold through headlines,

elections, and market cycles, because what you own is measurably healthy and pays you more each year you wait.

Quality you can measure

Every holding earned its place through

objective dividend, financial-health,

and valuation criteria — titans of their

industries with wide economic moats,

not speculative stories.

Paid in every market

Prices fluctuate; the dividends keep

arriving. In down markets, a growing

cash payout rewards patience —

making it easier to stay invested when

it matters most.

Income that outruns inflation

A 6–8% dividend growth target is

designed to roughly double the pace

of long-run inflation — protecting the

purchasing power of your future

income.

Where it fits

A core U.S. equity sleeve

All-cap, sector-aware, benchmark-

conscious — a disciplined engine for

the growth portion of a diversified

plan.

A quality-first equity allocation

For investors who want their stock

exposure selected by evidence of

financial strength — not by market-

cap momentum.

A future income engine

For investors approaching retirement:

compound now, then convert the

same portfolio into a rising income

stream — without changing strategies.

The practical details

$30,000
minimum investment, in a

separately managed

account (SMA) — you

directly own each stock.

25–30
individual U.S. common

stocks, all-cap, blend style,

sector-aware.

2× / year
systematic reconstitution —

plus continuous monitoring

in between.

DVY
benchmark — iShares Select

Dividend ETF, since

inception 12/31/2011.

Own great companies. Let them pay you more every year.
Ask your advisor whether the Dividend Growth Portfolio fits your goals, timeline, and comfort with equity risk — and see the

accompanying Performance Appendix for verified results, risk metrics, and current holdings.
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I M P O R T A N T  I N F O R M A T I O N

Disclosures
For illustrative and educational purposes only; not investment advice. This material is intended to promote interest in the strategy described and does not

address any individual’s specific situation or serve as the basis for any investment decision. Investors should thoroughly evaluate their financial objectives, goals,

and risk tolerance with their Advisor before investing. There are risks involved with investing, including the possible loss of principal. Investment account values

will fluctuate with capital markets.

Hypothetical and illustrative results. Charts and examples shown are hypothetical, are provided for illustration only, and were not achieved by any specific

investor or actual account. Hypothetical performance is not an indicator of future or actual results and is not a guarantee of future performance, returns, profit,

or growth. The rising-income illustration assumes constant dividend growth rates, no reinvestment, and no change in portfolio value; actual dividend growth will

vary and may be negative. There is no guarantee the portfolio will achieve its 6–8% dividend growth objective.

About the S&P 500 illustration. The growth of $10,000 illustration is calculated from S&P 500 annual price returns and annual total returns (with dividends

reinvested) for calendar years 1960–2025 and is shown gross of fees, transaction costs, and taxes, which would reduce results. The statistic that approximately

85% of the S&P 500’s cumulative return since 1960 is attributable to reinvested dividends, and dividends’ average contribution to total return from 1940–2025,

are drawn from published research by Hartford Funds based on Morningstar data (as of 12/31/2025). The S&P 500 is an unmanaged index of large-capitalization

U.S. equities; indexes are not available for direct investment. Past performance is no guarantee of future results.

About the strategy. The Dividend Growth Portfolio seeks to provide total return in the form of a rising stream of dividend income as well as capital appreciation,

and targets an annual dividend growth rate of 6–8%. The strategy is not designed solely to maximize current yield. The portfolio typically holds 25–30 individual

common stocks, is generally rebalanced and reconstituted semi-annually, and applies position limits of approximately 4% per security. Screening and scoring

criteria are applied systematically;  there is  no assurance that these methods will  yield positive outcomes or prevent losses.  Dividends are not guaranteed;

companies may reduce, suspend, or eliminate dividends at any time.

Benchmark. The iShares Select Dividend ETF (DVY) seeks to track the investment results of the Dow Jones U.S. Select Dividend Index, composed of relatively high-

dividend-paying U.S. equities, and is presented as a benchmark for the strategy. Benchmark returns reflect the reinvestment of dividends. Refer to the strategy’s

Fact Sheet and Performance Appendix for standardized performance, net-of-fee methodology, and complete performance disclosures.

Advisory  services. Advisory  services  are  offered through A Smarter  Way to  Invest,  Inc.,  1024 E.  Grand River  Ave.,  Brighton,  MI  48116,  an SEC Registered

Investment Adviser. Registration with the SEC does not imply a certain level of skill or expertise. Carefully consider the investment objectives, risk factors, and

charges and expenses before investing. This and other information can be found in the firm’s Form ADV Part 2A, available from your financial advisor, by calling

(810) 588-6178, or at www.ASmarterWaytoInvest.com.

© A Smarter Way to Invest, Inc. All rights reserved. This material is for use with clients and prospective clients and may be distributed by affiliated financial

advisors.
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