
1AAII - Houston Agenda 07-20-24

09:30 No programs in August

   Retirement SIG 9/12 & Chapter Mtg 9/21

   Books available on India investing

   Income SIG Update - John O’Keefe

10:30 A New Policy Paradigm
   Doug Ramsay – Leutold Group 



INCOME SIG – June 2024

THE INCOME CHALLENGE

 

1. HyInc* PORTFOLIO UPDATE Y-T-D June 30, 2024

2. The DIVIDEND CHALLENGE – Full Speed Ahead

3. The INT’L DIVERSIFICATION CHALLENGE - Soon

• Appendix A Hybrid Income* -  Preserve Principal, Maintain Income, Sustain Portfolio
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THE INCOME ASSET CHALLENGE

WHICH ASSETS, WHICH MARKETS?
MARKET HEDGE – Gold

DIVIDEND EQUITIES 

FIXED INCOME

ALTERNATIVES – aka Private Transactions

DO THEY MEET INCOME OBJECTIVES?
PRESERVE PRINCIPAL*

MAINTAIN INCOME STREAM*

SUSTAIN PORTFOLIO**

 *short term 1-3yr, ** long term 10yr
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1. UPDATE HyInc PROCESS

 OBJECTIVES   - Preserve Principal, Generate Income, Sustain Portfolio

       - Monthly Income via Dividends, Options, Interest, Equity ∆

ANALYTIC SEQUENCE;

 Assets     - Simulate Return, Risk, Performance of Asset Classes

 Constraints   - Constrain Assets via Forward Outlook

 Positions    - Select ETF’s, Tickers in many Industry Benchmarks:

       -    1st ETFs/Mutuals, 2nd Pick companies

       -  Morningstar >3 stars & positive Risk vs Return

       - Rank Order Selection via dividend & option income;

-  Dividends a f(Cash flow, Net equity growth)

-     Company Risk Adjusted Returns, Drawdowns

-     Momentum -> Entry/Exit  – ETFs, equity, options
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Today’s

Div Quiz 
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UPDATE 

 ytd June
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Source: Hageman AAII, GDM – Gordon Dividend Model,  Exhibit Permission Pending - PLB
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HIGH GRADE INCOME PROSPECTS

RANK ORDER SELECTION

QUARTERLY TARGETS

GROWTH
- Revenue

- Op Margin

- Opt Earnings

- Net Income

- Per S’s – E, D, CF

FINANCIAL STRENGTH

 -  Asset Turn

-   Equity Leverage

- Interest Coverage

- Payout1 – DPS/EPS

- Payout2 – DPS/CF

VALUATION

 - Price per; E, S, B, CF, FCF

GDM*

 Growth as f(Mkt Cap)

VALUE vs NPV CF

- Company, History

- Industry

RETURNS

 - ROA

-  ROE

VOLATILITY

 - Option Premium @ 50 Delta

PROSPECTING



72.  Q3 - HyInc vs DIVIDEND “SUSPECTS”
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3. DIVERSIFICATION  –  HyInc OPTIMUM ALLOCATION

B. Max Sharpe Optimum
A. Base

Source: PortfolioVisualizer Extracts
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3. DIVERSIFICATION: – INTERNATIONAL SUSPECTS

Source: AAII, Goldman Sachs
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Counterpoint – 1926 is a ways back,  contribution of dividends to 

return will look very different for different company classes under 

shorter time periods. 

Also, the economy has changed dramatically over the years & Big 

Techs, Buybacks & ETFs are more recent phenomena.

Source: AAII - Hageman

2. THE DIVIDEND CHALLENGE

   Q1 Historical Contribution
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Counterpoint – Solid dividend companies, like Aristocrats, may maintain 

higher valuations than less credit worthy Companies. 

Source: AAII - Hageman

2. THE DIVIDEND CHALLENGE
   Q2 Stock Price and Yield
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Source: AAII - Hageman

Counterpoint – Ex-dividend is important to the investor 

buying or selling the stock or related options.

Most dividend investors are sort of interested in getting 

paid – the payment date.

2. THE DIVIDEND CHALLENGE

   Q3 Key Dividend Dates
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Counterpoint – There are dividend Aristocrats (dividend 

increases over several decades in these, “high yield” 

companies. High asset-Intensive companies do 

consistently generate cash flow & pay dividends.

Source: AAII - Hageman

2. THE DIVIDEND CHALLENGE

   Q4 Dividends Strategy
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Source: AAII - Hageman

Counterpoint – There are several financial services that 

recommend company stock via absolute purchase or 

option positions to optimize the lack of “approximately 

the same amount”.

2. THE DIVIDEND CHALLENGE

   Q13a Dividend Tactical Strategy



153. HyInc DIVERSIFICATION – 20 yr LEADERS/LOSERS  
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Source: Callan Institute 

The Callan 20 year “Periodic Table” Nine Asset Classes 

2023 Asset Performance 

US Large Cap (highest)

Non-US Dev Equity

US Small Cap

High Yield

EM – Emerging Markets Equity

Real Estate

Non-US Fixed Income

US Fixed Income

Cash Equivalent (lowest)

Q: What are the best and worst investments of 2023?

A: Best 2023 Large Cap Eq, Worst Cash Eq

3. HyInc DIVERSIFICATION READY:– Global Asset Mix
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Source: Callan Institute 

Q15: For how many years is the worst of 2023, better than 

the best of other years?

A: 3 times (15%) of the years, 2023 Cash Eq > 

the best of other years, 2015, 2018 2022

3. HyInc DIVERSIFICATION & CASH 13wk T-BILLs  
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Source: Callan Institute, AAII Analysis 

Q16: Are there years you should be “risk off” in cash?

A: Ok if you guess correctly, in 5 of 20 years (25%), the portfolio is better in cash.

3. HYINC DIVERSIFICATION - CASH & 13wk T-BILLs  
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Source: Callan Institute 

Q17: Based this table should you aspire to picking the top 2 or 3 asset classes?

A: Top 3 could work … except in down years

3. HYINC DIVERSIFICATION – 20 yr LEADERS/LOSERS  
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Source: Callan Institute 

Q18: How do assets compare based on long term returns (max, avg, med, min)

and volatility?

A: US Large Cap Equity best in 10 and 20 year data

3. HYINC DIVERSIFICATION – 10 & 20-year LEADERS  
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Q19. Given risk return 

properties and correlations, 

what is the asset mix on the 

efficient frontier? ….

Source: Portfolio Visualizer

3. HyInc DIVERSIFICATION – SIM Risk/Reward  

        – Global Asset Correlations
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20. Allocation constraints

     drive assets from HY

      Bonds & ST Treasuries

      to Large Cap 

       20yr model 

Source: Portfolio Visualizer

3. HyInc DIVERSIFICATION READY  

       – Global Asset Efficient Frontier



23

Q19. The 20yr 

simulated efficient 

frontier is a combo of 

US Large Cap, HY 

Bonds & ST Treasuries

Source: Portfolio Visualizer

3. HyInc DIVERSIFICATION READY: 

       – Global Asset Correlations



3. NEXT STEPS 

ASSETS 
- Correlations & Calibration 

- Addition of International to mix

OPTIMIZATION
  - LT Income (vs Return)

  - LT Stress Testing (10yr)

HIGH GRADE (better to best)
  - Equities Dividend Drill 

  - w Option premia

  - Fixed Income – Duration vs Credit
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Appendix

 A - Disclosure & Disclaimer

 B  - Sources – Information, Data, Toolkits

 C - HyInc Objectives, Analytic Sequence

06-22-24 vB
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ADVISOR STATUS
 - We are not investment advisors.

THE FUTURE IS NOT PREDICTABLE  … but RHYMES? 
- Pursuant to the provisions of Rule 206(4)-1 of the Investment 

Advisors Act of 1940, all attendees should recognize that 

recommendations implied or made, may or may not 

duplicate the performance based on historical analysis.

SOURCES 
- The contents of this presentation have been compiled from 

original and published sources believed to be reliable, but 

accuracy or completeness is not guaranteed. 

Appendix A – Income Sig

– Disclosure & Disclaimer

06-22-24 vB



➢ Dr. Ed Yardeni, Yardeni.com (EY)  

➢ Dr. Torston Slok – The Apollo Economist (TS)

➢ JP Morgan Analytics – Q4 2023 Outlook (JPM)

➢ Simulations – Assets, ETFs, Tickers – Raffiliates & Portfolio Visualizer

AAII Houston Speakers+:

- Sumgrowth.com, Scott Juds - Algorithmic Sector Surfer  

- DeltaIM.com, Delta Investment Management, Nick Atkeson

- RGBCapitalGroup.com, Rob Bernstein, AAII San Diego

- CandorAssetAdvisors.com, Bill Hawes, AAII San Antonio

- Aeromir.com, Wayne Klump, SW Portfolio

- This Week in Charts – Charlie Bilello
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Appendix B – Income Sig Data Sources
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Appendix C – IncSig – Hybrid-Income

 OBJECTIVES   - Preserve Principal, Maintain Income, Sustain Portfolio

       - Monthly Income via Dividends, Options … & Price ∆

ANALYTIC SEQUENCE

 Assets     - Simulate Return, Risk, Performance of Asset Classes

 Constraints   - Constrain Assets via Forward Outlook

 Positions    - Select ETF’s, Tickers in ½ of Industry Benchmark(s);

       -    1st etfs or mfunds, 2nd Position  - Company’s

       -  Morningstar >3 or C+

       - Rank Order Selection via Dividend & Option Income;

-  Dividend a f(Cash Flow, Net Equity)

-    Company Risk Adjusted Returns, Drawdowns

-    Momentum -> Entry/Exit  – ETF, equity, options
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QUESTIONS & 

CONCERNS
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