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LEGAL TERMS OF USE 
THE CONTENTS OF THIS MANUAL REFLECT THE AUTHOR’S VIEWS ACQUIRED THROUGH HIS 
EXPERIENCE ON THE TOPIC UNDER DISCUSSION. THE AUTHOR AND/OR PUBLISHER DISCLAIM ANY 
PERSONAL LOSS OR LIABILITY CAUSED BY THE UTILIZATION OF ANY INFORMATION PRESENTED 
HEREIN. THE AUTHOR IS NOT ENGAGED IN RENDERING ANY LEGAL OR PROFESSIONAL ADVICE. THE 
SERVICES OF A PROFESSIONAL ARE RECOMMENDED IF LEGAL ADVICE OR ASSISTANCE IS NEEDED.  

WHILE THE SOURCES MENTIONED HEREIN ARE ASSUMED TO BE RELIABLE AT THE TIME OF WRITING, 
THE AUTHOR, PUBLISHER AND THEIR AFFILIATES ARE NOT RESPONSIBLE FOR THEIR ACTIVITIES. FROM 
TIME TO TIME, SOURCES MAY TERMINATE OR MOVE AND PRICES MAY CHANGE WITHOUT NOTICE. 
SOURCES CAN ONLY BE CONFIRMED RELIABLE AT THE TIME OF ORIGINAL PUBLICATION OF THIS 
MANUAL.  

THIS MANUAL IS A GUIDE ONLY AND, AS SUCH, SHOULD BE CONSIDERED SOLELY FOR BASIC 
INFORMATION. EARNINGS OR PROFITS DERIVED FROM PARTICIPATING IN THE FOLLOWING PROGRAM 
ARE ENTIRELY GENERATED BY THE AMBITION, MOTIVATION, DESIRE AND ABILITIES OF THE INDIVIDUAL 
READER.  

NO PART OF THIS MANUAL MAY BE ALTERED, COPIED, OR DISTRIBUTED WITHOUT PRIOR WRITTEN 
PERMISSION OF THE AUTHOR OR PUBLISHER. ALL PRODUCT NAMES, LOGOS, AND TRADEMARKS ARE 
PROPERTY OF THEIR RESPECTIVE OWNERS WHO HAVE NOT NECESSARILY ENDORSED, SPONSORED, 
OR APPROVED THIS PUBLICATION. TEXT AND IMAGES AVAILABLE OVER THE INTERNET AND USED IN 
THIS MANUAL MAY BE SUBJECT TO INTELLECTUAL RIGHTS AND MAY NOT BE COPIED FROM THIS 
MANUAL. 

THIS BOOK IS A COMPILATION OF STOCKS PICKED BASED ON IDENTIFIED & EXPLAINED METRICS. THIS 
SHOULD NOT, AT ANY LEVEL, REPRESENT RECOMMENDATIONS OR FINANCIAL ADVICE. READERS ARE 
REPONSIBLE OF THEIR OWN INVESTING PROCESS AND INVESTMENT DECISIONS. THE AUTHOR AND 
COMPANY EDITING THIS BOOK ARE NOT RESPONSIBLE FOR ANY LOSSES/PROFITS AN INVESTOR MAY 
INCUR DURING HIS INVESTING JOURNEY. 
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A LITTLE ABOUT ME 
First, congratulations on acting and taking care of your investment 
portfolio! I’m a passionate investor looking forward to connecting with 
other passionate investors. 

My name is Mike Heroux and I’m the author of The Dividend Guy Blog, The 
Dividend Monk, and Moose Markets (yes, I thrive on staying busy!) along 
with being the co-owner and portfolio manager at Dividend Stocks Rock 
(DSR). I have an unusual sense of humor for a “nerdy finance guy”. Before 
you decide if you trust me or not, let’s get to the “boring & serious” stuff 
first. 

I earned my bachelor’s degree with a double major in finance and 
marketing, I completed a CFP (Certified Financial Planner) certification 
along with an MBA in financial services. I worked in the financial industry 
for over a decade including 5 years as a financial planner and another 5 as 
a private banker managing accounts for high net worth (read $1M+) clients.  

Besides being a passionate investor, I’m also happily married with three amazing children, and I live in the 
beautiful province of Quebec, Canada. Since I’m French Canadian, and French is my native language, I have 
most of my writings in English edited to minimize any grammar or spelling errors. I started my online venture to 
capitalize on my education and professional background by educating people about investing.  A most fortunate 
by product of this professional endeavor is that I can work from home which allows me to be able to spend 
more time with my family. 

In 2016, I decided to leave everything behind and go for a 1-year RV trip across North America and Central 
America (we made it all the way down to Costa Rica). Upon my return in 2017, I quit my job as a private banker 
and invested all my energy in my online business. I would rather pursue my dream of helping people invest 
through my sites. Since then, I have been a full-time online entrepreneur.  

You can read more about my investing journey here. 

  

http://www.thedividendguyblog.com/
http://www.dividendstocksrock.com/
http://www.thedividendguyblog.com/about-me/
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WHAT IF YOUR DIVIDEND INCOME WAS MORE THAN JUST A YIELD? 
Warning: this is not a guide to high-yielding stocks (quite the opposite). This is a guide to creating a lifetime 
dividend income. 

For those who have been Dividend Stocks Rock members for a long time, you will recognize a compilation of 
some of my best work in this guide. For those new to DSR or who have never been a member, the Dividend 
Income for Life Guide will introduce you to my investing methodology, which I have applied at DSR since 2013, 
with great results. 

This guide is for any investor who wants to create a sustainable income from his/her portfolio. It will be useful 
during your accumulation phase as you will avoid major mistakes and build a solid portfolio for your retirement. 
It will be even more useful if you are retired and count on your portfolio to pay the bills. 

We all invest with the same goal in mind: having our money working for us. 

How to generate income? Yield or Growth? Why Not Both? 
When it comes to generating income from a portfolio, some may encourage you to utilize high-yielding stocks. 
You have a million dollars, you invest in 7% dividend payers, and BOOM, you earn $70K per year. That’s what 
I call “napkin calculations”. It’s easy to understand, it’s straightforward and quite appealing. 

It’s also incredibly misleading. Dividend cuts happen all the time, and then you lose both your income and 
your capital. You want to avoid that as a retiree.  

Some others may tell you how they invested most of their money in Tesla and became rich. That’s also easy to 
understand, straightforward, and quite appealing. 

But it’s also incredibly hard to repeat. It’s fun to play Monday morning quarterback, but when it’s time to pick 
the next stock that will generate 10X growth, many crystal balls get broken and investors are disappointed. 

Dividends and capital gains are NOT guaranteed. One is not better than the other. 

The solution is to find a combination of dividend-paying companies and high-growth companies? This is what 
I call dividend growth investing. 

This guide will show you an alternative way to invest in dividend stocks that will avoid most dividend cuts and 
make sure you have enough money accumulated to retire stress-free. 

A dividend income for life starts by creating your own dividends from your portfolio.  
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LOW YIELD, HIGH DIVIDEND GROWTH AT RETIREMENT 
I’ve discussed the importance of having low yield, high growth stocks in one’s portfolio many times. Many DSR 
members have accepted that this type of stock usually generates the strongest returns. However, many of you 
may think this strategy is better for younger investors in their accumulation phase. 

I respectfully think you are wrong. 

At 60, I’ll generate a 5% yield from my portfolio. It is a common belief that a 5% yield portfolio is a safe way to 
retire. I’m sorry, but I beg to differ. 

I want to thank Greg, a DSR PRO member since 2020, who asked me for more detail on the comparison 
between low-yield, high-dividend growth and high-yield stocks at retirement. I had an interesting email 
discussion with him, and I want to expand on that topic here. 

Warning: you may not like what you will read today. But I’m not here to be your friend. I’m here to be your 
hiking buddy and tell you there might be a bear on your investment path.  

But instead of saying “Believe me, I’ve seen the bear”, I invite you to follow me on the trail to see it with your 
own eyes. But first, let’s go back to explain why a company pays a low yield or a high yield. 

WHAT MAKES A COMPANY PAY A LOW YIELD OR A HIGH YIELD? 
As of October 2024, it takes 5 years for Alimentation Couche-Tard (0.94%) to pay 1 year of a Canadian Utilities’ 
Dividends (5.11%). 

It also takes 68 years of a Canadian Utilities’ dividends to equate to 10 years of ATD’s total returns. 

(that’s including the 2024 ATD’s stock price drop) 

You probably have heard me say that in a podcast or a recent webinar. That’s my favorite line to illustrate that 
once an investor focuses on one metric or factor, he/she may become blind. 

Again, one may argue that Alimentation Couche-Tard’s total return is not guaranteed for the next 10 years. I 
would argue that Canadian Utilities’ dividends are not guaranteed either. 

Just imagine if I had picked Visa (V) vs. AT&T (T). AT&T has not performed well and additionally has cut its 
dividend! 
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DSR was created in 2013. Back then, our focus was already on thriving companies offering robust and 
sustainable dividend increases. To celebrate our 10-year anniversary in 2023, I ran the DSR stock screener 
searching for a list of stocks paying a yield under 2% but showing a 10%+ dividend growth rate between 2018 
and 2023. Then, I looked at their total return (stock appreciation + dividend) graph since the creation of DSR in 
2013. I did that for 12 US stocks and 12 Canadian stocks. The results show a range of growth from 203% to 
1,300% for US stocks and from 210% to 782% on the Canadian market. 

You will recognize many U.S. companies that we have been talking about at length. 

 

The goal of this exercise was to establish a comparison between low yield, high dividend growth stocks and 
high yielders. Later in this guide, I’ll offer an updated version of this stock selection process. 

Right now, you read the conclusion of my strategy by looking at the past. You may think I’m cherry-picking and 
that’s fine. That’s why I include an updated version of the low yield vs. high yield at the end of the guide. I 
started this exercise at the beginning of 2024 and will update this section yearly. 
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Now, let’s take a look at the Canadian selections to see if they are any different: 

 

Long story short: those 24 low yields, high growth stocks killed it. For the record, an ETF tracking the S&P 500 
(SPY) reported 201.6% in total return while the iShares TSX 60 (XIU.TO) was up 125.4%. 

As I mentioned at the beginning of this guide, most DSR members would agree with me at this point. Many 
low-yielding stocks come with a robust dividend growth policy (read high-single-digit and often double-digit 
dividend growth rate). 

Therefore, if you focus on total return, you want low-yield, high-dividend-growth stocks. 

But the argument about building a high-yield portfolio is still valid at this point. I get it as at one point in your 
life you may be more interested in getting paid in predictable increments than trying to figure out when is the 
right time to sell shares at their peak value. 

You are likely concerned about selling shares as you may be thinking it may damage your portfolio. I’ll address 
both concerns later in this newsletter. But I wanted to see how high-yield stocks (over 4-5%) did during the 
past 10 years. Remember, between 2013 and 2023, we had low interest rates, strong consumer confidence 
and a growing economy for the most part. In other words, it was the perfect time to run a business. 
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I did the same type of research, but I made sure those companies were paying a high yield 10 years ago. 
Therefore, a company like Enbridge couldn’t qualify as the yield in 2013 was around 3% (see how things change 
quickly in this world?). I’ve picked 12 US and 12 Canadian stocks. It was easy to find those since DSR was 
around 10 years ago and many members inquired about high yielders at that time. 

First conclusion: high-yield stocks’ performance is terrible compared to low-yield, high-growth companies. 

Only two out of 12 US stocks could have made the first graph for performance (e.g., 200% total return) and 
none of the Canadian securities reached 200% total return. Even worse, 6 out of 24 (25%) reported a negative 
total return. In other words, you had a 25% chance of losing money (even after receiving the dividends) and 
only 16% (4 on 24) chances to match / beat the market. 

Second conclusion: retiring on those dividend payments would have been deadly for your portfolio. 

From that list, we find 8 dividend cutters (33%!) and 8 more that didn’t increase their dividend enough to match 
inflation (dividend increase under 30% over 10 years). In other words, that’s a 66.66% chance of investing in a 
company that doesn’t protect your buying power at retirement. 

That’s also 66.66% of stocks that would greatly hurt your retirement plan. 

Picking 48 stocks and pulling out a few graphs won’t allow me to enter Harvard for my thesis. This is not an 
academic study, but it’s enough to have a strong feeling that something is off when a company pays a yield 
above 5%. 

There are also expectations both ways (bad low-yield stocks and great high-yield stocks). I’ll let you digest the 
two pages of graphs and I’ll get to the explanation behind the reasons why a company pays a low yield and 
grows its dividend generously. 
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There is a rational explanation 
What is the difference between Visa and AT&T? Why Visa pays a yield under 1% while AT&T offers a 5%+ 
yield? The explanation is found within the dividend triangle. Ignore the dividend payment for a second and 
concentrate on the business’ health. 

What makes businesses great? Growth. 

At DSR, I like to look at revenue growth (ability to generate more sales) and EPS growth (ability to generate 
more profit). It’s a bit simplistic, but businesses growing their sales and profits consistently tend to be good 
investments. 

 

What you see on this graph is two low-yield, high growth stocks (Visa & Alimentation Couche-Tard) vs. two high 
yield, low growth stocks (AT&T and Canadian Utilities). We can draw two conclusions from this graph: 

Conclusion #1 low-yield, high-growth stocks show a strong ability to grow their sales. 

Conclusion #2 low-yield, high-growth stocks are even better at growing their profits. 
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You could bring 30 more companies and likely have a similar conclusion. 

We can conclude that both companies benefit from strong growth vectors and are also able to expand their 
margins along the way. In other words, they are growth stocks that happen to pay a dividend. The dividend is 
small because the companies are growing very fast, and often at double-digit growth rates. 

On the other hand, high-yield, low-growth stocks are mature businesses with limited growth potential. They 
are trying to make moves to generate growth, but it doesn’t always work. AT&T completely failed in its attempt 
to participate in the media & entertainment industry and ended up cutting its dividend and spinning-off its media 
segment. 

Conclusion #3: Higher-yielding stocks are often mature businesses with less growth potential. 

Unfortunately, the line is often thin between being mature and generating growing cash flow (enabling a 
minimum of dividend increases) and struggling slowly, but surely (and eventually cutting its dividend). Here are 
two examples of high yielders that are coming to that crossroad (IBM and Transcontinental TCL.B.TO). 

 

In both cases, the inability to find growth has already weighed in on their ability to generate more profit and has 
started to weigh on their ability to grow their dividend. 
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We can see how the dividend graph isn’t the same before and after 2020.  

Because numbers are nothing without context, Transcontinental is a giant printing media company (a dying 
business) that was purchased as a packaging company to transition back to growth. This has not worked well 
so far. 

On the other hand, we see IBM’s resurrection supported by the rise of artificial intelligence. Will it be enough to 
complete the shift toward being a growth company again? It’s not impossible and that is what makes investing 
so exciting! 

In general, the problem with higher-yielding stocks is that we will often end up with this conclusion: they once 
were great companies, but now they may be marginal companies. 

The reason why they offer a high yield is simple: the lack of growth perspective doesn’t attract investors 
anymore. 

Less people attracted to invest = lower demand for the stock = no stock price momentum = higher yield. 

Simply put: Their weak fundamentals may put your retirement at risk.  
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The dividend mechanic vs. the dividend magic 
Dividends aren’t magic money deposited into your account. 

The other aspect to consider is why a company pays you a dividend in the first place?  

When we receive money, we don’t always want to know where it’s coming from, and we would rather focus on 
what we will do with it. But we should dig further. 

By definition, a company pays a dividend when it cannot create value for shareholders. In other words, a 
company would rather pay you $1 in dividends if it cannot find a good project to invest in with that same dollar. 

Management has investigated marketing spending, research & development, acquisitions, hiring talent and 
more. They couldn’t find anything that was worth the investment. Therefore, they transfer that responsibility 
into your hands and call that a “dividend”. You, as a shareholder, now have the responsibility to allocate that 
dollar and find a better investment. 

Therefore, a company paying a lower yield will likely show a lower payout ratio since the business is growing 
so quickly. This also means that management is able to find plenty of projects to generate value (e.g., stock 
price increase) for shareholders. The dividend mechanic is a simple money transfer from one bank account to 
another. 

It doesn’t mean there is no magic. 

The magic happens when you find DIVIDEND GROWERS. Dividend growers are companies that can increase 
their dividend every year. This means they must be able to grow their sales and profit accordingly to maintain 
their dividend growth policy. 

Again, who doesn’t want to invest in a company growing their sales and profit? Dividend growth is the result of 
a great company with a great business model and a robust balance sheet. 

Unfortunately, we find fewer of those amazing companies amongst high yielders. Low-yield, high-growth stocks 
don’t have the monopoly on being great companies, but there are many more great companies amongst the 
low yield, high growth stocks. 

So why in the world would retirees tend to ignore them? Because they don’t pay the bills and are seen as 
potentially risky. 
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WHY LOW YIELD STOCKS ARE IGNORED? 
If I had to answer this question in one sentence, I’d say it is because they make retirement planning more 
complicated. Nobody wants to figure out how many shares they must sell each year on top of getting their 
dividends, their pension income and more. In other words, “low yield stocks don’t pay the bills”, or do they? 

They don’t pay the bills 
Let’s take the example of ATD.TO and V between May of 2013 and 2023 and imagine you invested $10,000 in 
each of them. In late May of 2013, you could buy 1,031 shares of ATD.TO at ~9.70/share and 222 shares of V 
at ~$45.05. 10 years later, those shares are trading at $66.01 and 231.30, respectively. Imagine you did the 
same with T and CU.TO and you reinvested those dividends and bought more shares. Today, you have a 
portfolio worth almost $150K… with 123K invested in the low-yield stocks! 
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I don’t want to sell my shares to generate income. 

The more you sell shares, the less you must generate income. 

Let’s look at this example at retirement and imagine that you retire today with no more dividend reinvestment, 
and you just want to live off your dividends. Let’s look at what the dividend brings: 

ATD.TO: 0.85% * $67,920 = $577.32 

V: 0.77% * $55,110 = $424.35 

CU.TO: 4.72% * $14,450 = $682.04 

T: 6.81% * $12,360 = $841.72 

Interestingly, your low-yielding stocks generate $1001.67 and your high yield stocks generates $1,523.76. 

You see, Mike, high yield generates more income! 

I agree, in fact, it’s a little more than 50% more! However, I have $123K invested in the first two stocks and 
$27K in the high yielders.  

If I sell for $523 of ATD.TO to compensate, the following year, my shares will generate 0.85% * 67,397 = $572.87 
or ~$5 less than last year. That is, without considering any capital gain or dividend increases. 

I could probably do this operation for another 100 years and I will still have money invested in both ATD and V. 

Now, you are going to tell me that I cherry-picked my date from 2013 and 2023 and that I ignored ATD’s drop 
in 2024. 

Fair point. 

From now on, I’ll update the 10 years timeframe and see how many years going forward this example will be 
valid. 

After a great year for Canadian Utilities and a poor one for ATD in 2024, the results are: 

ATD and V show a portfolio of $102,810. 

CU & T show a portfolio of $31,620. 

The low-yield, high-dividend growth stocks are still worth 3 times the high-yield stocks. 
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Conclusion: You can retire on low-yield, high-growth stocks and create your own dividend by selling shares 
+ dividends. 

One could argue that I could sell my ATD.TO and V shares and buy more of CU.TO and T to generate a higher 
income. From the high-yield chart I displayed at the beginning of this newsletter, I wouldn’t feel confident with 
66% of chances to see my retirement income depleted once we factor in inflation. This seems like the perfect 
path to eat a lot of peanut butter and jelly toast and Kraft Dinners. 

Retiring on low yielders is dangerous 
I need to address this point loud and clear as some investors think low yielders are dangerous as their 
performance is solely coming from stock price appreciation. I think I made it clear over the past 10 pages of 
this newsletter how low-yield; high-growth stocks offer protection rather than risk. Companies that are 
growing their revenue and earnings by high-single to double-digits will attract investors. If they attract investors, 
the stock price trends will remain solid. The 24 low-yield stocks I’ve picked at the beginning of this newsletter 
show you convincing results. But on top of strong performance, there are more advantages to investing in them. 
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MAIN ADVANTAGES 
I’m a big believer in understanding why you hold shares of specific companies and understanding how these 
companies will contribute to your retirement plan. Now that we have discussed the outperformance of low-
yield, high-growth stocks, let’s see why they perform that well. 

Exposure to the 5 factors 
If you have done any research about market performance, you rapidly fell on academic papers discussing the 
5 factors explaining most of the stock market return. Interestingly, many financial advisors or dividend adverse 
investors will pull out those studies to tell you dividends are relevant. According to them, dividend growth is a 
symptom of a strong exposure to the 5 factors: 

1. Market beta (Invest in stocks that collectively have lower volatility than the broad market) 
2. Size (Invest in smaller, and more nimble companies) 
3. Value (Invests in stocks that are lower cost relative to their peers) 
4. Momentum (Invests in stocks that are outperforming and reduce exposure to stocks that are 

underperforming) 
5. Quality (Invests in companies with strong financials relative to similar cost peers) 

Source: BlackRock 

I would rather say that dividend growth is a result of thriving companies that are exposed to those factors. We 
have determined that the chances of picking a high yielder that is also a thriving company are slim. However, if 
you look at low-yield, high-growth companies, they are usually checking many of those boxes.  

Long-term wealth preservation 
Based on the graph provided in this newsletter, I’d say it’s safe to conclude that thriving companies offer great 
protection for your portfolio. As those companies grow, their share prices increase. That’s just pure logic. 
Therefore, selecting high-quality companies with a generous dividend growth policy is a better strategy than 
selecting companies based purely on yield. 

Sustainable income growth 
I’m not going to tell you that you should aim to build a portfolio with a yield under 2% after reading this 
newsletter. However, by adding a few of those low-yield stocks, you increase your chances that your portfolio 
income grows and beats inflation. If you retire at 60 and need $50K income from your portfolio, this means you 
will need $68K from the same portfolio at 75 and $84K at 85 (assuming inflation at 2.10%). Now, imagine that 
your portfolio’s dividends aren’t growing at this pace. Even a 2% inflation rate could derail your retirement plan. 

  

https://www.ishares.com/us/insights/what-is-factor-investing
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HOW TO IDENTIFY LOW-YIELD, HIGH-GROWTH STOCKS 
I want to thank Barry for his email referring to a recent newsletter I wrote about adding low-yield, high-growth 
stocks to your portfolio even at retirement. I find it likely that you will share his point of view: 

It’s easy to identify low-yielding stocks, but how do we identify low-yield, high-growth stocks for the future? 

The first step to start your research would be to use the DSR stock screener with the following metrics. 

Use the DSR stock screener 
With a minimum PRO rating and Dividend Safety Score of 3, you ensure 
you are looking at quality stocks. I always add the 3s as it’s possible our 
team may have missed a few great stocks (remember, ratings are useful, 
but they are never 100% accurate). 

To select low-yield, high-growth stocks, you must cap the yield to 2%. 
This will insure you only look at stocks from which the market expects 
strong growth. If they weren’t priced to offer a low yield, then you have a 
signal that, in general, the market doesn’t expect much growth from 
them. 

Narrow your research with a strong dividend triangle with a minimum of 
5% for a 5-year growth rate for revenue, EPS, and dividends. This filter 
will put the emphasis on thriving businesses over the past 5 years. 

This research will bring you to roughly 10% of all stocks we follow at DSR 
(in June, it brought up 99 stocks out of 1,191 in our database). It’s still a 
lot of companies to look at, but it’s a good start. 

 

Narrow down by sector 
Chances are you are not looking to add stocks coming from all sectors in your portfolio. By selecting a sector, 
you will likely reduce your research to around 10 stocks. From the results I got in early June, all sectors had 15 
or less candidates and the industrial sector was the champion with 31 opportunities. 
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Review each business model 
Once you have selected the sector you want to work with, a deep dive is necessary in each stock. You want to 
make sure you can identify what has made each of those companies thrive over the past 5 years. Then, you 
must review the business model and the economic environment to determine the likelihood of their repeating 
those performance levels over the next 5+ years. 

For example, Alimentation Couche-Tard (ATD.TO) has been showing a robust dividend triangle for the past 5 
years. If you look at the stock card, you’ll notice the dividend triangle has been strong for at least 10 years. 

 

The stats are on our side and then you can look at ATD’s key elements explaining its success: a strong 
combination of growth by acquisition and organic growth by improving the convenience store experience for 
customers. Since the management team in place is the same and their latest investors’ presentation forecasts 
more growth going forward, the likelihood of seeing a strong triangle over the next 5 years is pretty good. 

In the meantime, we see how revenue and EPS are slowing down since 2023. Once again, you have the proof 
you can’t ignore companies’ results for a long time. I’m not currently worried about a short-term slowdown, but 
it doesn’t mean I won’t monitor it closely. After all, many high yielding stocks were once great companies that 
eventually struggled. There is no guarantee ATD will always thrive over the next 50 years. 
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Past performance is never a guarantee for the future. At one point, low-yield, high-growth stocks will either 
become mature businesses or they will find other growth vectors that will bring them right back to the fast track. 
With the acquisition of Total Energies gas stations in Europe in 2023, ATD seems to have been able to pursue 
its growth model for a while longer. However, when we look at Apple’s dividend triangle, we see the economic 
slowdown weighing on their recent results: 

 

Since 2022 Apple has shown a slowdown in revenue growth, EPS, and even the dividend wasn’t increased 
massively. Should you be worried? This is when the deep dive becomes important. If you look at Apple’s 
business model, it regularly goes through a business plateau where growth slows down. It is typical of the 
technology sector. 

Not too long ago, Microsoft reported 90-100% growth each quarter for its cloud business (Azure). Today, we 
see strong growth (25-30%), but this segment isn’t doubling year-over-year anymore. 

Apple faces an important challenge with its iPhone business where many see a limit of how much greater the 
next version will be. I will continue to bet on Apple based on their expertise and track record in building and 
integrating, new products/technology into their existing ecosystem. However, this is a narrative, not data I see 
right now. Therefore, even monitoring such a giant beauty like Apple is important. 
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Conclusion 
Identifying low-yield, high-growth stocks or high-yield, low-growth stocks is relatively easy when you look at 
the past. A simple search in the stock screener will provide you with a list of what happened over the past 5 
years. It’s a good starting point for research (or to identify red flags in your portfolio), but the deep dive into a 
company’s business model is crucial in both cases. 

You want to understand what made those low-yield high-growth companies successful. Once you identify 
the key elements that made that business thrive, you will be in a better position to determine if the story will 
continue. 

You also want to make sure that the high-yield, low-growth companies will continue to be safe investments. 
The analysis of the dividend triangle and the understanding of the business model is as crucial for your high 
yielders. You want to ensure the dividend is safe and will at least grow by 2-3% per year to show a minimum 
level of growth. Central banks like to see modest inflation (2-3%) because it tells them the economy is healthy 
and growing. You should be happy to see modest growth from your high-yielders as well. In the opposite case, 
however, chances are you may be getting closer to a dividend cut.  

Now that I’ve demonstrated that a combination of low-yield, high-growth stocks with some solid yielders is 
likely the best way to build your portfolio, we are going to see how we can do that together using DSR PRO 
tools. 
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INCOME PORTFOLIO BUILDING MADE EASY 
There are zillions of books on portfolio building and I won’t bore you with tons of theory. While you can get lost 
in a rabbit hole, I’d like to offer a simple way to build your portfolio. 

First, most of your portfolio return will be explained by your asset and your sector allocation. If you are mostly 
on fixed income during a stock market crash, you will do well. If you moved your money into the energy sector 
at the end of 2020, you look like a genius today. In both cases, the allocation was the key to the success. 

Since I'm a passionate dividend growth investor, I’ll leave the asset allocation and bond discussion for another 
day. I’ll concentrate this section on sector allocation. 

In short, there are 11 sectors that could be qualified under three categories: 

Income/stability: Where you will find many mature businesses that are recession-resistant. 

Growth: Where you will find companies with multiple growth vectors, able to surge during economic booms. 

Both: Where you will find companies showing a balance between growth and stability. 

 

To explore each sector thoroughly, I invite all DSR members to review our DSR fundamental newsletters on 
sectors and how to get the best of it. If you are not a member, you just found another great advantage to 
subscribing 😉😉. In the meantime, here are a few questions you may ask about sector allocation. 

  

https://www.dividendstocksrock.com/dsr-fundamentals/
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Do I need to invest in all 11 sectors? 
Not at all. First, you must invest in sectors that fit with your objectives (stability vs growth) and in sectors you 
understand. There is no point in investing in tech stocks if you have no clue how the semiconductor industry 
cycles work. When your investments are down, you won’t be happy, but you will avoid panic if you understand 
the mechanism and the industry’s characteristics. 

How much in each sector? 
Again, there are no hard rules. I like a maximum of 20% invested in my favorite sectors and around 10% in 
others. However, it happens that I may go above 20% due to great performance of a few companies. I make 
sure that I invest in various industries in the same sector to avoid getting wacked by a single market event.  

For example, there is a big difference between having 25% in the financial services spread across 5 Canadian 
Banks at 5% each and investing 5% in Royal Bank (Canadian bank), BlackRock (asset management), Visa 
(payment processor), Great-West Life (life insurance) and Brookfield Corp (alternative asset management). 

Which sectors are best? 
There are no best or worst sectors, but rather good timing for a specific sector. Investing in the energy sector 
in 2015 or at the end of 2020 would have created two completely different outcomes. Again, the best sectors 
are the ones you understand and have a comfort level with how the companies operate their businesses. 

How many stocks per sector? 
That will depend on how many stocks in total you want to hold and how many sectors you want to invest in. 
You can select the best 2-3-4 companies in each sector you want exposure to. That would likely lead to a 20-
40 stocks portfolio. What a coincidence, that’s very close to what I think is the ideal number of stocks. 

How many stocks in my portfolio? 
If you hold less than 20 stocks, your room for error is thin. This strategy could be great for high-conviction 
investors, but I want to secure a little bit more diversification. On the other hand, if you go above 40, you are 
getting closer to building an ETF. Monitoring 70 companies quarterly may prove to be quite daunting and you 
will eventually miss information. Also, if a stock is 0.32% of your portfolio, even if it doubles in value or crashes 
by 80%, you will never feel it. 

How to select one stock over another in the same sector 
When you dig into a sector you may find more than one company that looks interesting. But buying 4 railroad 
companies or 5 Canadian banks won’t improve your diversification. Therefore, you must find a way to compare 
more than one industry in the same sector. 
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The first step would be to understand each business model and identify their differences. For example: 

Pepsi Vs Coca-Cola: PEP is 50% snacks, 50% beverage while KO is all about beverages. 

TD Bank vs ScotiaBank: TD is 2/3 in Canada, 1/3 in the U.S. while BNS is concentrated in Canada and 
expanded its business in Central and South America. 

If you don’t find a more appealing business model than the others, then you can rely on comparing numbers. I 
would usually go with the companies with the strongest dividend triangle (5 year or revenue, EPS and dividend 
growth). At DSR PRO, we have created a stock comparison tool that does the hard work for you: 

 

You can add as many companies as you want to simply load a sector or an industry to see all companies 
operating in a similar environment. It’s usually easier to use hard data to be the basis for your decisions. 

Portfolio example 
Just for fun, I’ve built a $1M portfolio with 30 positions. I’ve favored a low yield, high dividend growth approach 
and selected 2-3 of my favorite stocks per sector. You can see what it looks like on the next page: 
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You can see that I carefully ensure that I’m not overexposed to any sector: 
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I also made sure that my dividend income is well diversified: 

 
I can even track when I’ll receive my dividends: 
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I know you are curious, so I’ll share the portfolio here, but please know that this is not a recommendation to 
buy any securities. Further reading of the companies’ stock cards at DSR and further due diligence is required. 
You will notice about 10% in a GIC ladder from 1 year to 3 years. We will talk about that later, but it is to cover 
the low-yield, high-growth portfolio’s biggest weakness. Here are the 30 holdings: 

Symbol Name Sector Weight 
BN.TO Brookfield Corp Financials 3.35% 
HD Home Depot Inc Consumer Discretionary 3.32% 
CNQ.TO Canadian Natural Resources Ltd Energy 3.28% 
GIC 1YR GIC 1yr   3.24% 
GIC 2YR GIC 2yr   3.24% 
GIC 3YR GIC 3yr   3.24% 
TIH.TO Toromont Industries Ltd Industrials 3.21% 
BLK Blackrock Finance Inc Financials 3.17% 
ADP Automatic Data Processing Inc Industrials 3.08% 
DOL.TO Dollarama Inc Consumer Discretionary 3.08% 
AAPL Apple Inc Information Technology 3.07% 
BEPC Brookfield Renewable Corp Utilities 3.06% 
NA.TO National Bank of Canada Financials 3.05% 
CCL.B.TO CCL Industries Inc Materials 3.02% 
BIPC Brookfield Infrastructure Corp Utilities 3.01% 
SBUX Starbucks Corp Consumer Discretionary 3.00% 
RY.TO Royal Bank of Canada Financials 2.99% 
CSU.TO Constellation Software Inc Information Technology 2.98% 
LMAT LeMaitre Vascular Inc Health Care 2.98% 
MSFT Microsoft Corp Information Technology 2.98% 
ATD.TO Alimentation Couche-Tard Inc Consumer Staples 2.96% 
COST Costco Wholesale Corp Consumer Staples 2.96% 
GRT.UN.TO Granite Real Estate Investment Trust Real Estate 2.93% 
TXN Texas Instruments Inc Information Technology 2.93% 
UNH UnitedHealth Group Inc Health Care 2.93% 
CNR.TO Canadian National Railway Co Industrials 2.91% 
V Visa Inc Financials 2.91% 
WCN.TO Waste Connections Inc Industrials 2.91% 
FTS.TO Fortis Inc Utilities 2.89% 
SJ.TO Stella-Jones Inc Materials 2.88% 
MRU.TO Metro Inc Consumer Staples 2.87% 
PEP PepsiCo Inc Consumer Staples 2.84% 
TFII TFI International Inc Industrials 2.71% 
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LOW-YIELD VS HIGH-YIELD LIVE CASE STUDY 
At the beginning of 2024, I wrote a newsletter entitled “Low Yield – High Growth Selection”. This was meant to 
be the conclusion to the newsletter you are currently reading, The Dividend Income for Life Guide. 

Going forward, I will not only update this newsletter as part of our DSR fundamentals, but I will add a follow-up 
to the low-yield and high-yield selections I made in January of 2024. If the sample from 2013 to 2023 is not 
enough to convince you, I hope this live experiment moving forward will show that history doesn’t repeat itself, 
but it often rhymes. 

So here are the results from those selections between January 26th and October 10th (total return includes 
dividends). 

Company name Ticker 
Total 
return Company name Ticker 

Total 
return 

Alimentation Couche-Tard ATD.TO -6.72% BCE BCE.TO -11.08% 

Brookfield Corp BN.TO 33.57% 
Brookfield 
Renewable BEP.UN.TO 7.66% 

CCL Industries CCL.B.TO 37.94% ScotiaBank BNS.TO 19.46% 
Canadian National Railway CNR.TO -4.77% Choice Properties CHP.UN.TO 6.51% 
Constellation Software CSU.TO 18.34% CIBC CM.TO 39.52% 
Dollarama DOL.TO 41.19% Capital Power CPX.TO 41.69% 
EQ Bank EQB.TO 14.94% CT REIT CRT.UN.TO 9.41% 
Metro MRU.TO 19.50% Exchange Income EIF.TO 18.33% 
Stella-Jones SJ.TO 18.73% Enbridge ENB.TO 22.88% 
TFI International TFII.TO 4.20% Labrador Iron Ore LIF.TO 5.55% 
Toromont Industries TIH.TO 14.77% Suncor SU.TO 27.19% 
Waste Connections WCN.TO 20.72% Telus T.TO -4.50% 
Total   17.70% Total   15.22% 

 
While the low-yield group beats the high-yield group, I bet most of you would be pretty happy with both results. 
Is a 2.50% difference enough to change your mind?  

Over a 10-month period, none of these results matter. 

Short-term results are completely useless. However, I can’t show you 5 and 10-year results without starting on 
year 1. I made the case for the period between 2013 and 2023 by looking back. This section will, therefore, be 
updated yearly to show the progression. 

All we can say at this point is that on a good year on the market, both portfolios did well… which is not 
surprising!  
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Company name Ticker Total return Company name Ticker Total return 

Apple AAPL 19.74% AllianceBernstein AB 10.05% 

Abbott Laboratories ABT 4.60% Altria MO 33.20% 
A.O. Smith AOS 9.61% Arbor Realty ABR 20.91% 

Broadcom AVGO 55.97% Ares Capital ARCC 9.59% 

Costco COST 32.95% Crown Castle CCI 7.19% 

LeMaitre Vascular LMAT 65.18% Enterprise Products EPD 12.49% 
Mastercard MA 14.48% Ford F -1.64% 

Visa V 3.95% Hannon Armstrong HASI 53.00% 

Microsoft MSFT 3.91% 3M  MMM 44.72% 
Nike NKE -18.78% Realty Income O 17.26% 

Northrop Grumman NOC 23.04% Pfizer PFE 13.06% 

Tractor Supply TSCO 33.87% Verizon VZ 7.44% 

UnitedHealth UNH 18.88% Total   18.94% 
Total   20.57%    

 

We see a similar result on the U.S. side. The low-yield portfolio has a slight advantage, but again, it doesn’t 
mean anything.  

It will be interesting to see how this comparison develops over time. 

Now that we have established that a good mix of dividend growers is the best way to create a dividend 
income for life, let’s see how you can create your own dividend from your portfolio.  
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WITHDRAWAL MECHANICS AT RETIREMENT 
In this final section, we’ll elaborate on a simple, but effective, plan to make sure you always have enough money 
to enjoy your retirement. I will tell you what I intend to do once I retire. It may or may not fit with your situation, 
but this will give you a good starting point. 

As you can probably guess, my portfolio is geared toward low-yield, high-dividend growth stocks. Therefore, 
my average yield is between 2% and 2.5%. If I was to retire today, I would not change my portfolio composition. 
As explained earlier in this guide, I believe those companies are safer and constitute a more reliable source of 
income for my retirement. 

This also implies that I will have to sell shares to bridge the gap between what my portfolio generates in 
dividends and my retirement budget needs. When the market is up, I won’t mind trimming my holdings and 
cashing a hefty profit to retire stress-free. But we all know there are bad years too.  

What do you sell when your portfolio is down 15%? 
If there is something that could cripple your retirement plan, it’s selling shares when the price is down. The 
sequence of withdrawal at retirement could completely change your plan. 

The timing of your retirement within the market cycle could dictate how many trips you can afford per year or 
how many times you will be able to buy a new car. I found this interesting article from QTrade where they make 
up three scenarios : 

 

https://www.qtrade.ca/en/investor/education/investing-articles/rrsp-trading/how-sequence-of-returns-can-impact-retirement-savings.html
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As you can see, selling shares when your portfolio is down in the first year of retirement creates a big hole in 
your budget. 

This is what most retirees fear when they think about low-yielding stocks. 

They know they must sell shares and they know it will have a terrible impact if they do that during a bear market. 
Therefore, they prefer taking a chance with higher-yielding stocks.  However, we saw that this solution is even 
riskier. 

The solution to this problem is to have a cash reserve. 

THE CASH RESERVE CONCEPT 
The cash reserve can be used to facilitate the transition from the accumulation phase to the decumulation 
phase. It is a strategy to protect your portfolio during times of volatility. 

Throughout your retirement years, you will go through bull and bear markets. Selling shares to generate your 
homemade dividend during a bear market could hurt your retirement plan. 

Here comes the concept of having a cash reserve. The cash reserve is money that is not invested in the stock 
market anymore. It should be liquid and secure. 

How to use the cash reserve 
The cash reserve will bridge the gap between what your portfolio generates in dividends and your retirement 
budget. For example, if you need $50,000 per year and your portfolio generates $20,000, there is a gap of 
$30,000 per year. 

The $30,000 gap must come from selling shares. If you sell shares at a depreciated value, this could hurt your 
retirement plan. Alternatively, you can dig into your cash reserve and keep your portfolio intact until the market 
recovers. After that recovery, you can sell shares and refill your cash reserve. 

How much is enough? 
There is no clear answer to this question. On one side, you want to mitigate the impact of market volatility on 
your withdrawal sequence. On the other hand, you want to maximize your portfolio returns. 

A large cash reserve will increase the short-term protection of your withdrawals but will negate your portfolio’s 
ability to generate higher returns in the stock market over the long haul. 

Therefore, the amount of your cash reserve depends on the gap you must fill and your volatility tolerance. Some 
investors will be comfortable with no cash reserve and simply accept they will sell shares yearly to complete 
their retirement budget regardless of where the market is.  

  



 

 

The information contained within this report is for informational purposes only and it is not intended as a recommendation of the securities highlighted or any particular 
investment strategy; nor should it be considered a solicitation to buy or sell any security. In addition, this information is not represented or warranted to be accurate, correct, 
complete, or timely. The securities mentioned in this report may not be suitable for all types of investors and the information contained in this report does not constitute 
advice. Before acting on any information in this report, readers should consider whether such an investment is suitable for their particular circumstances, perform their own 
due-diligence, and if necessary, seek professional advice.  

Copyright © 2024 M-72 Inc. Dividend Stocks Rock – www.dividendstocksrock.com All rights reserved. 33 
    

 

Some others will prefer a large cash reserve to cover all potential catastrophes. While most bear markets take 
around 24 months to recover, some have or could take more than four years to fully recover. 

Cash reserve example 
This is where my portfolio model from earlier comes in handy. Let’s imagine you need $50,000 per year (5%) 
on a $1M portfolio. Instead of focusing on the yield paid by your investment, you can focus on the quality of 
each company you add. 

In my example, the $1M is split between ~900K in stock and ~100K in a 3-year GIC ladder. The portfolio 
generates $20,839 per year. The gap to reach $50,000 is $29,191. 

To make sure you don’t have to sell during a bad year, you can create a cash reserve through a three years 
GIC/bond ladder that would look something like this: 

• $33,000 for 1 year  
• $33,000 for 2 years 
• $33,000 for 3 years 

For the sake of this example, I’ve used a 3% average for the GIC rate. The GIC income is included in the $20,839 
portfolio income.  

At the end of each year, you have $33,000 in available liquidity from your GIC. 

Your $900,000 invested in stock must generate a capital gain of $29,191 (or 3.24%) for you to be able to sell 
enough shares to make $50,000 of income. 

Therefore, on a good year (when you generate more than 3.24% in capital gain), you can sell shares and you 
reinvest in the GIC for another 3 years to complete the ladder. 

On a bad year (when you generate less than 3.24% in capital gain), you can use your GIC to complete your 
retirement income. 

In general, most bear markets take between 18 months and 24 months to fully recover. Therefore, the cash 
reserve will be good enough to cover for most bear markets and minimize the impact of the timing of your 
withdrawals. 

If you have used a part of your cash reserve, you must sell more than 3.24% of your portfolio on a good year 
to make your retirement income + replenish your GIC ladder. 

Now you may ask which stocks you should sell during good years. I have the answer to this question in this 
guide too. 
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Which stocks to sell? 
I’ve established a clear order to sell shares: 

#1 Any stocks that don’t fit in my portfolio 

During my yearly review, I could simply sell a company with a weak dividend triangle or one that doesn’t meet 
my investment thesis anymore. 

#2 Overweight stocks 

There is nothing like trimming your winners to ensure you are not too exposed to one stock. I set a limit of 10% 
of my portfolio for a single position. If one of my stocks goes above 10%, I’ll trim a few percentage points to 
avoid putting my retirement at risk. 

#3 Sector balance 

Once I’ve cleaned my portfolio of bad stocks and trimmed my winners, it’s time to look at my sector allocation. 
Similar to my stock allocation, if I’m overweight in a specific sector, I’ll sell a few percentage points to rebalance 
my portfolio. 

FINAL THOUGHT 
It’s important to note that a 5% withdrawal rate (generated by dividends or by a mix of capital gains + dividends) 
is aggressive. There is a high chance you will deplete a part of your portfolio throughout your retirement. But 
that’s the goal, right? 

I hope I have shed some light in this guide on the rationale of adding some low-yield, high-dividend-growth 
stocks to your portfolio. The point is not to transform your entire portfolio and sell everything that is over a 5% 
yield. In fact, you can find quality companies offering high yields as well. 

The point is to ensure that all companies in your portfolio show strong fundamentals so they can continue to 
pay their distributions and increase that payout to at least beat inflation. 

Start seeing your portfolio as your “big” holding corporation like Warren Buffet. Create your own dividend and 
keep a cash reserve for the bad days. This is how you create a dividend income for life.  
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Invest with More Confidence and Less Stress 
If you are like most investors, you constantly struggle with the right time to buy or sell. When you have losing 
investments, you get stuck by paralysis by analysis. This confusion hurt your portfolio and prevent you from 
enjoying your retirement.  

Just look at how Rick solved his investing struggles and reached investing peace: 

“One thing that I, struggle with is knowing when to let go of a losing investment when it makes sense 
to do so. DSR provides quarterly updates of each subscriber's portfolio (PRO feature) that provide 
value and dividend safety ratings for each individual holding. This is a really helpful guide as to 
whether it is time to consider selling a loser. Another very useful feature is that his report also provides 
potential replacements with better ratings. This gives me an independent viewpoint of whether my 
holdings are the best ones to keep going forward. 

One great part of the DSR service is Mike's inter-activeness with his subscribers. He does this 
regularly through both newsletters and webinars. His webinars are highly interactive, with subscribers 
able to make comments and input questions as it goes. Each and every time I have sent a separate 
email to Mike's service he has personally responded with helpful input. I recommend this service to 
anyone who is focused on dividend stocks and values a separate analysis of their holdings to help 
verify their portfolio's value and safety.”   

Rick Urquhart, DSR PRO members since September 25th, 2017. 

If you hesitate to subscribe, let me offer you a 60-day refund period – no questions asked. If this membership 
doesn’t help you grow confidence and take actions with your portfolio, reply to any of DSR emails within the 
first 60 days of your subscription and we will send you back the money in full. 

Click here and get access to DSR now*  

You can forward this book to any of your friends who like dividend investing… 

Cheers, 

 

Mike, Passionate Investor 
*Pssst! This is a lifetime discount; your price will never increase. 

https://www.dividendstocksrock.com/webinar-promo/

