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Dividend Income: Not So Fixed

Since interest rates are still relatively low right now,
many investors looking for income and yield have
begun to assess switching a portion of their investment
allocation from bonds into dividend-paying stocks.
However, it is important to remember that the interest

» Dividend income can provide a
meaningful portion of a stock's
total return over time,
especially if dividends are
regularly increased by a
company's board of directors.

payment of a bond is a contractual obligation of the
company, whereas dividend payments are not. If a
bond issuer does not pay either interest or principal on
time, the company will be in default, and likely will be
placed into bankruptcy. However, dividend payments
are not a contractual obligation of a company and can
be either cut or raised by its board of directors at will.
When times are tough, companies may cut dividends
to conserve cash, such as during the 2008 credit crisis.
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A hefty dividend yield can also
limit the downside risk of a
company's stock, particularly if
the company is generating
sufficient cash flow to support

dividend payments. R .
Conversely, when times are good, companies may

increase their dividend payments, providing investors
with additional upside.

Percentage of Companies That Cut Dividends

30%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: Momingstar analysis. This is for illustrative purposes only and not
indicative of any investment. Past performance is no guarantee of future results.
Returns and principal invested in stocks are not guaranteed, and stocks have been
more volatile than bonds. Dividends are not guaranteed and are paid solely at a
company's discretion. Percentage of companies that cut dividends is calculated for
listed companies on NYSE, NASDAQ, and NYSE AMEX.

More about COMPASS Wealth Management, LLC

COMPASS Wealth Management,
LLC is a client-focused wealth
management firm dedicated to
providing superior advice to
individuals, families, and
corporate retirement plans.
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Our wealth management services
include investment management,
retirement and gift planning,
education funding, and other
advisory services.

Louis E. Conrad II, CFA
President

Iconrad@compassinvest.com
(978) 254-7040
www.compassinvest.com

We take pride in offering you
expert financial advice along with
personalized service. Assisting
you in reaching your financial
goals is our business and we take
that responsibility very seriously.

For details on the selection
criteria used to determine the
recipients of the FIVE STAR
Wealth Manager award, please
visit our web site.

If you would prefer NOT to
receive future editions of The
COMPASS Chronicle, please send
an e-mail with "UNSUBSCRIBE" in
the subject line and you will be
removed from the distribution list.



