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Running with the Dogs 

The Dogs of the Dow is a simple investing strategy that combines an emphasis on dividends and value. It 
involves investing in the 10 stocks from the Dow Jones Industrial Average (the Dow) that have the highest 
dividend yields on the last trading day of a given year. 

Typically, the purchases are made on the first trading day of the new year, with working capital spread evenly among 

the 10 stocks. The stocks are then held until the end of the year, when the process is repeated. 

Underperformance or Value? 

In investing parlance, a “dog” is a chronically underperforming stock that drags down overall portfolio performance. 

However, there are seldom any true “dogs” in the Dow, which is composed of 30 of the largest, most stable U.S. 

companies. 

In fact, the Dogs strategy is based in part on the assumption that companies listed in the Dow offer consistent 

dividends, so when a company’s dividend yield increases beyond its typical range, the share price is generally lower 
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than usual and might be undervalued. (Dividends are typically expressed as a fixed amount per share, so a lower share 

price increases the dividend yield.) By this logic, the company’s stock may be poised to rise in value, thus offering 

share price appreciation along with a higher dividend. Some companies tend to offer higher-than-average dividends 

that regularly place them in the annual Dogs list even at higher share-price valuations. 

New Dogs for New Years 

The Dogs of the Dow is a long-term strategy, with capital reapportioned as appropriate at the beginning of each year. 

This requires selling stocks that have dropped off the Dogs list, buying stocks that have been added, and rebalancing 

the Dogs portfolio to maintain 10% investment proportions in each of the 10 highest-yielding stocks. 

One convenient way to implement the strategy is through a unit investment trust (UIT) that purchases a portfolio 

composed of the Dogs of the Dow and sells shares (units) to individual investors. UITs have a specified termination 

date. Typically, a Dogs UIT will terminate at the end of the year, and the sponsor will offer the opportunity to roll over 

funds to a new UIT holding the new Dogs of the Dow in equal proportions. All UIT dividend and interest payments are 

distributed as they are received and generally can be reinvested. Distributions are not guaranteed. 

Investing in dividends is a long-term commitment. You should be prepared for periods when dividend payers drag 

down, not boost, an equity portfolio. The amount of a company’s dividend can fluctuate with earnings, which are 

influenced by economic, market, and political events. Dividends are typically not guaranteed and could be changed or 

eliminated. 

The return and principal value of stocks and UITs fluctuate with changes in market conditions. Stock shares and UIT 

units, when sold, may be worth more or less than their original cost. UITs might carry additional risks, including the 

potential for a downturn in the financial condition of the issuers of the underlying securities. UITs employ a long-term 

strategy, so investors should consider their ability to pursue investing in successive UITs. There may be tax 

consequences associated with the termination of the UIT and rolling over an investment into a successive UIT. 

UITs are sold by prospectus. Please consider the investment objectives, risks, charges, and expenses carefully before 

investing. The prospectus, which contains this and other information about the investment company, can be obtained 

from your financial professional. Be sure to read the prospectus carefully before deciding whether to invest. 

This information is not intended as tax, legal, investment, or retirement advice or recommendations, and it may not be relied on for the purpose of avoiding 
any federal tax penalties. You are encouraged to seek advice from an independent professional advisor. The content is derived from sources believed to be 
accurate. Neither the information presented nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. This material was 
written and prepared by Broadridge Advisor Solutions. © 2020 Broadridge Investor Communication Solutions, Inc. 

Investment and insurance products and services are offered through INFINEX INVESTMENTS, INC. 

Member FINRA/SIPC. SBW Wealth Management is a trade name of the bank. Infinex and the bank are not affiliated. 

http://finra.org/
http://www.sipc.org/


                   

                   

          

             

    

   

         

Products and services made available through Infinex are not insured by the FDIC or any other agency of the United 

States and are not deposits or obligations of nor guaranteed or insured by any bank or bank affiliate. These products 

are subject to investment risk, including the possible loss of value. 

NOT FDIC-INSURED. NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY. NOT GUARANTEED BY THE BANK. 

MAY GO DOWN IN VALUE. 
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Check the background of this financial professional on FINRA's BrokerCheck 

http://brokercheck.finra.org/
http://brokercheck.finra.org/

