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DIVIDENDS PAY DIVIDENDS

As this issue was being written, quality bonds were providing
modest yields.1 U.S. Treasury notes, for example, were
yielding between 0.15% for the two-year maturity and 0.65%
for the ten-year note. These high-quality bonds, of course,
provide other virtues: diversification, liquidity, and timely
payments of interest and principal.

Meanwhile, many investors may be overlooking the
importance of dividends over time. In fact, according to
Morningstar, reinvested dividends accounted for 42% of the
stock market’s return from 1930–2019, as measured by the
S&P 500 Index.2 With growth stocks in particular, a rapidly
growing dividend may be one of the most significant
contributors to the success of an investment.

At Compass, we invest in high-quality stocks. One
measurement of our claim of high-quality purchases is how
our core stock companies have increased their dividends over
time.

As shown in the chart below, Compass’s dividend income
increased 12.01% per annum compared to the S&P 500
Index with an increase of 7.09% per annum (2005–2019).
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For example, in a sample portfolio composed solely of
Compass “Core 25” stocks , cash dividends paid in 2005 were
approximately $33,000. By 2019, the dividend income had
increased over five-fold to $161,000 (not including an
additional $40,000 of special dividends paid). Moreover, the
value of this sample portfolio over this period has more than
tripled to $10.1 million!

So, what can we conclude from this? Using a rising dividend
income stream, it appears our Compass core stock portfolio is
quite healthy. Of course, rising dividends cannot assure
investment success, nor would a sensible investor buy or sell
stocks simply because a company pays a dividend. However,
if growing income from growing dividends is a result of rising
revenues, profits, and free cash-flow, it certainly improves the
possibility of long-term success.

1. June 1, 2020
2. S&P 500 Index is a market capitalization-weighted price index composed of 500

widely held common stocks. Indices are unmanaged and not available for direct
investment.

3. Past performance does not guarantee future results. For illustrative purposes
only. Dividend-paying stocks are not guaranteed to outperform non-dividend
paying stocks in a declining, flat, or rising market.

4. Compass dividends based on actual client investment into Compass Core 25;
reinvesting dividends, plus money market interest. Compass totals do not
include approximately $40,230 of special dividends paid, whereas special
dividends are included in the S&P 500 Index returns. S&P 500 Index dividends
from Bloomberg.



As an independently-owned firm, Compass provides customized investment
services to individuals, foundations/endowments, trusts, and retirement
plans. Our objective is to preserve and enhance the real purchasing power of
our clients’ wealth over time.

Our clients value working directly with a seasoned and experienced team of
portfolio managers to help them navigate their investments relating to:

COMPASS PHILOSOPHY
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For more information regarding our company or results, please contact us at 
investors@compasscap.com.

This commentary contains the current
opinions of Compass Capital
Management, Inc., an SEC-registered
investment adviser. Such opinions
are subject to change without notice
as economic and market conditions
warrant. This commentary is for
general educational purposes only
and should not be considered as
personalized investment advice or a
recommendation of any particular
security, strategy or investment
product. Certain information
contained herein is derived from
third-party sources and is believed to
be reliable at the time of publication,
but is not guaranteed as to accuracy
or completeness. Historical
performance shall not be relied upon
as a predictor of future performance.

MARKET INDICES
Total Return as of 03/31/2020
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INVESTMENT COMMITTEE
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Christopher Kelley, CFA, CAIA

AUM

$1.4 billion

INCEPTION 

1988

FIRM 

-Building a quality portfolio -Divorce

-Retirement -Inheritance

-Sale of a business -Trust distribution

Our experienced team is always available to provide financial advice and 
review your financial assets.
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