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Case study: using our direct equity
expertise to build a global portfolio
of high dividend payers
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How we work with you

To ensure that we deliver the most appropriate service for your clients, we follow a four-
step portfolio curation process. We follow a four-step portfolio curation process covering
Profile, Structure, Portfolio and Service. We strongly believe that the first two steps — which
enable us to understand and select the right investment structures — are as important as
the underlying investments.

In this example, we look at a client with £1m who is

01 Profi |e looking to maximise the returns from their pension
—_— while maintaining some downside protection. The
client has a time horizon of more than 10 years. She
has no particular requirements in terms of aligning
whole picture the portfolio with her personal values, but is keen for
regular portfolio updates and an understanding of the
positions in which she is invested.

Understanding the

We build a full picture of your client’s
existing investments and other assets. We'll
understand their tax position, financial
liquidity, income requirements, investment
time horizon and personal values.

Here, the client is looking to maximise their pension

02 Structu re returns and keep third-party costs low while
- maintaining some downside protection.

Selecting the right
structure

Together, we’ll select the most appropriate
structure for your client’s investments. This
could be an investment account — or they
may be better served by a trust, family
investment company or an offshore bond.

For this client, the Personal Portfolio team have

03 PO rtfolio proposed a global dividend equity portfolio. This is
—_— because of the client’s higher risk tolerance, longer time
horizon and focus on keeping third-party costs low.
There are additional advantages of income-seeking
equity strategies, which are outlined below, and we

We'll construct a unique customised believe the case for investing in dividend-paying

investment portfolio designed to enable companies is attractive.
your client to achieve their goals. We'll

carefully blend key global asset classes in

a portfolio that also reflects their personal

values.

Designing the
portfolio




Cumulative return %

Dividends play a crucial role in long-term equity returns

Over the long term, dividends have accounted for more than two thirds of total global
equity market returns. This is illustrated in the chart below, which shows in blue the price
gain (not including dividends) of the MSCI World stock market index from 30th June 1970
to 31st March 2025. The index’s total return, which includes dividends, is shown in pink. The
dividend yield should also provide a buffer in periods when equity markets are not rising.
For these reasons, we believe dividend-paying equity strategies have the potential to offer
attractive risk-adjusted returns.
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Higher dividend stocks have outperformed over the long term

There is a large body of academic research that shows dividend-paying equities can
outperform wider equity markets over time. The next chart illustrates this, showing how
the MSCI World High Dividend Yield index — which is comprised of companies with higher
dividend yields and quality characteristics — has outperformed the broader MSCI| World
index over long periods since 1995. In our view, there are three main reasons for this
outperformance. Firstly, companies paying dividends typically have more stable earnings.
Secondly, dividends can protect total returns during economic downturns and, thirdly,
dividend payouts force management to be very sharply focused on how they deploy their
company’s cash.



Annualised returns and volatility of the MSCI World High
Dividend Yield index versus MSCI World

Period covered is 30/06/1995 to 31/03/2025
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Dividend equities tend to perform well during periods of market stress

In addition to dividend-paying equities outperforming over the long term, another key
feature is that they often exhibit defensive characteristics. This means they typically fall by
less than the wider market during sell offs. The chart below shows how the MSCI World
High Dividend Yield index fell by less than the MSCI World in the final quarter of 2018, when
markets were hit by concerns about global trade and economic growth. It also shows how
the MSCI World High Dividend Yield index achieved a positive return in 2022 when the MSCI
World fell by around 10% because of the outbreak of war in Ukraine and surging inflation as
countries emerged from the pandemic. More recently, dividend equities have lagged the
wider market during a period of strong performance by high-growth tech stocks. However,
they began to outperform again in the first quarter of 2025, as equity markets sold off.

How the MSCI World High Dividend Yield index has
outperformed in periods of market stress
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Proposed portfolio

The proposed portfolio is 100% direct equities, diversified across regions and sectors.
These stocks are high-quality dividend payers and, importantly, also offer attractive
expected dividend growth. Companies with higher expected dividend growth are less likely
to cut or suspend dividends, which we believe should help to protect capital.

Price/ Dividend  FY1 Net Debt\ REEIEE#IVE Forecast 3yr Forecast 3yr

; o
Comnanviians el - e Earnings Yield EBITDA SalesCAGR  EPS CAGR DPS CAGR
Nestle SA 4.5% GRS 203 35% 31 29% 3.2% 2.4%
Staples
a Data sourced from
Coca-Cola Co/The 4.0% Sg;jgg‘e' 24.2 2.8% 22 45% 6.2% 4.8% Bloomberg.
Shell PLC 3.2% Energy 10.2 4.4% 0.7 0.5% 2.8% 41% Price/Earnings represents
each company’s PE ratio.
Chevron Corp 4.4% Energy 15.6 5.0% 0.7 -1.2% 14.6% 4.6%
Dividend yield is the
JPMorgan Chase &Co  3.9% Financials 13.6 2.2% 1.4% 1.8% 10.41% annualised expected
AbbVie Inc 4.0% Health Care 15.3 3.5% 1.8 7.3% 26.0% 4.9% return of holding a bond to
maturity.
RELX PLC 3.5% Industrials 31.3 1.6% 1.7 6.4% 13.9% 8.1%
Tai Semi — Inf ‘i Net debt/ EBITDA
N?lwafn fmlcon uetor 3.5% .P o}gmal ‘on 17.5 1.7% -0.7 20.4% represents each
anutactu echnology company’s net debt/
i o Information N N N N Earnings before interest,
Microsoft Corp 6.5% Technology 324 0.7% -03 134% 14.3% 91% tax, depreciation and
amortization.
NextEra Energy Inc 3.5% Utilities 1841 3.4% 5.4 11.2% 9.7% 9.7%
Forecast data: CAGR
stands for compound
annual growth rate.
Total 19.5 2.8% 1.6 4.6% 101% 8.1%
Bloomberg Developed EPSis earnings per share.
Markets {915 1.9% 1.5 2.8% 11.4% 9.1%
. DPS is dividend per share.
S el e 14.9 3.6% 19 4.2% 8.4% 6.4%
lvidend index Data as of 31 March 2025.

The above solution is a cost-effective one and, because it does not invest in active funds or
ETFs, reflects the client’s wish to keep third-party costs to a minimum.

In this example, the client wanted regular

04 SerVICe portfolio updates and to understand the
positions in which she is invested. The Personal
Keeping you and Portfolio team are on hand to provide these
your client fully updates, talking through individual stocks held
updated and the rationale behind the investment as well
as discussing performance. In this case, the
We'll have regular meetings to update you and team had one call a month for the first three
eREIel T IO Il months before settling into a regular routine of
about any changes in your client’s life. We’'ll . . .
Sl e mvEllle e Sraner GLEsers snd quarterly calls. In line with our adviser charter,
share our insights about markets whenever each of these calls is arranged and led by the
youoryourclient need to talk to us. adviser. We understand that trust is paramount

for both the adviser and the client.

Additionally, the client receives regular
communication from us including weekly
podcasts and investment views.



Interested in
finding out more?

If you’d like to find out
more about our Personal
Portfolio service please
getin touch.

T. 0117 422 8000

E. personalportfolio@
marlboroughgroup.com

&dd Marlborough

Risk Warnings

Capital is at risk. The value and income from investments

can go down as well as up and are not guaranteed. An
investor may get back significantly less than they invest. Past
performance is not a reliable indicator of current or future
performance and should not be the sole factor considered
when selecting investments. The portfolios may be exposed
to stock markets and market conditions can change rapidly.
Prices can move irrationally and be affected unpredictably

by diverse factors, including political and economic events.

This material is for distribution to professional clients only
and should not be distributed to or relied upon by any other
persons. It’s provided for general information purposes
only and is not personal advice to anyone to invest in any
fund, product or security. Information taken from trade and
other sources is believed to be reliable, although we don’t
represent this as accurate or complete and it shouldn’t be
relied upon as such. Calls will be recorded for training and

monitoring purposes.

Regulatory Information

Issued by Marlborough Investment Management Limited,
authorised and regulated by the Financial Conduct Authority
(reference number 115231). Registered office: Marlborough
House, 59 Chorley New Road, Bolton, BL1 4QP. Registered in
England No. 01947598.



