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  There has been a lot of talk in the media lately about 

a few topics regarding the investment community – 

specifically debt, dividends, and cash. Between the 

conversation about the large (and growing) cash balances on 

corporate balance sheets, the recent interest in dividend 

investing, and debates regarding debt levels, it might be 

difficult to discern what this all means for you and your 

money.  

 Part of the problem might have to do with the 

nominal amounts of debt and cash involved in the national 

conversation – I mean how many of us can even visualize 

what a trillion dollars looks like, much less multiples of a 

trillion? In addition to some of the amounts being difficult to 

fathom, much of the language used in the conversation 

regarding this “Big 3” is technical in nature.  

 Once the technical terminology has been 

deciphered, and the dollars are reduced to examples more 

easily followed, the concepts themselves are much more 

easily understood. More importantly, the connections between 

all three concepts become more apparent. This is important, 

because all of these items can have profound impact on your 

personal life, as well as your investment returns.  

  

Here the link to my weekly podcast - The Weekly Roundup 

8/31/2013 

 

http://ssteinsmith.podomatic.com/entry/2013-08-

31T10_41_00-07_00 
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Feel free to reach out with your 

comments/suggestions or questions. 
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INVESTING TIP/DEFINITION 

SEAN STEIN SMITH - MBA, CPA, CMA 

 
 

 In investing, as in life in general, everything truly is 

connected, just sometimes it is more difficult to see than 

others. The idea that debt, dividends, and cash all operate 

independently of each other is simply not true, and that point 

of view could result in significant financial setbacks.  

 The first relationship, cash and dividends, is actually 

relatively straightforward. Firms pay dividends to 

shareholders, and to pay these dividends the firms needs cash. 

You cannot pay shareholders with “income,” they want cash 

dividends. Obviously, the amount of cash flow generated by a 

company is a large determining factor in its ability to pay 

dividends.  

 Sometimes, like now, when interest rates are very 

low, firms have a tendency to issue debt to try and “take 

advantage” of these low rates. This extra cash can provide 

management with the funds they need to launch buyback 

programs, do M&A deals, and increase the dividends paid. In 

essence, the firm is issuing debt to help fund the dividend 

payments. A conversation that is starting to gain traction, 

however, is whether or not these debt issuances should be 

used to fund capital expenditures and organic growth as 

opposed to short-term dividend increases. Interesting indeed.  

 All three items are inextricably connected. Firms 

need cash to fund their shareholder-friendly dividend plans, 

and if the organic cash flow is insufficient, firms oftentimes 

issue debt to help make up the difference, and this practice 

has hit an all-time high in the current low-rate environment. 

 

But is it the right thing to do? 

    

   

 

 

 

Fresh Pair of Eyes Definition  

Dividend – Distributions of a company’s earnings, decided by 

the Board, that are delivered to a specific set of shareholders. The 

most common way to reference the dividend paid is the dividend 

yield – the dividend paid divided by the price of the stock.  

 

 

 

Cash, Debt & Dividends – are 

they really the “Big 3” of corporate 
financing at this time? 

 
Let us know what you think, 

and it might become the topic of a 
blog post or follow up newsletter 

article. 
 

afreshpairofeyes88@gmail.com 

What do you think? 
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Cash Flow 
  Almost everyone knows that cash is good, and that 

sometimes cash can even be King, but when the conversation 

shifts to cash flow, the amount of general knowledge subsides 

significantly. This is understandable because cash flow can be 

somewhat confusing. Cash flow can be described as net income 

after adjusting for so called non-cash items such as depreciation 

and amortization. Cash flow represents the actual cash 

generated by the business –don’t forget that dividends are paid 

with cash, not income.  
 

 
 

   
 
 
 
   

 

Debt 
Debt, and its bad side effects, has dominated the 

national conversation since the financial crisis. Leverage and 

housing debt were the causes of the boom and following bust, 

and the government debt conversation has devolved into an 

annual showdown over the so-called debt ceiling. Debt isn’t all 

bad, however. It allows firms to fund projects at a lower cost 

than if they used cash or equity, and the leverage  it provides 

firms with can result in higher returns for investors (you and 

me).Like all other financial tools, however, debt should be used 

a complement to operational improvements – not in place of 

them.   
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THE WEEK AHEAD 
Sean Stein Smith - MBA, CPA, CMA 

 
 It is always good to recap and analyze what happened during the past week, which is what I strive to do via the weekly 

roundup podcast (link to it is above).  In addition to analyzing what did happen, it is equally important to look forward and try to 

anticipate how the upcoming events of the week ahead could impact you and your money. That is the point of this column, which is 

broken down into domestic events, as well as the international events that could be of importance to your investments. 

 

Domestic  

 Let us start out discussion with the news and economic activity 

that are on the agenda for the U.S. this week.. 

 Some of the biggest data points to be released this week are the 

auto/truck sales and the Federal Reserve Beige book. Auto and truck 

sales support both direct and indirect jobs, much like home construction, 

so these figures can carry an economic weight larger than what one 

would initially suspect.  

 The Fed's Beige Book will only serve to feed the fire surrounding 

interest rate policy, QE policy, and the debate over the next chairperson 

of the institution. Pay special attention to the impact this announcement 

has on emerging markets and higher-yielding instruments.  

 Of course, there will be corporate news announced during the 

week as well, so keep your eyes open and check out the blog @ 

http://ssteinsmith.com/ for daily analysis! 

International  

 The top international story of this week will undoubtedly be Syria. 

While I am in no way diminishing the violence that has taken place there, 

we are examining the conflict from the point of view of its effects on the 

markets.  

 This news has already had, and will continue to have, an impact on 

the price of several previous metals, as well as oil. In addition to these 

direct price impacts, it will interesting to see how the geo-political angle 

plays out, i.e. will the simmering tensions between the U.S. and Russia 

worsen? And what is the possible market impact of that?   

 

 

 

What do you think? 

 

Let me know if these tips were 

helpful 

 

afreshpairofeyes88@gmail.com 

Excel Tip – Filter & Count 
 

Your boss comes to you with a question: 

management wants to know how many times your 

customers bought product A767 during the last quarter. 

Fortunately, there is an Excel database maintained by 

your sales personnel that tracks just that, but 

unfortunately it is simply an unorganized pile of data.  

Use the filter command to select the lines with 

product A767 on it, and then use the COUNT formula to 

total up the number of times it appears. Done!  
 

 
 
 
 

 Budget Tip – Cooking with Gas!   
 

This might seem like an odd choice for a 

budget/finance column, but actually cooking can be of 

great assistance to your budget. Eating out can cost 

thousands of dollars a year, and that isn’t even taking 

happy hours into consideration, so learning to cook 

yourself can save some serious bucks.  

So start DVRing Food TV!  
 
 
 

 



 

 If you like the newsletter, you 

might also enjoy the book. "A Fresh Pair of 

Eyes - Finance for the Young Investor" is 

available on both Amazon and in the Kindle 

Store.  

 

http://www.amazon.com/Fresh-Pair-Eyes-

Finance-

Investor/dp/1490583637/ref=sr_1_1?ie=U

TF8&qid=1375640883&sr=8-
1&keywords=sean+stein+smith 

 

afreshpairofeyes88@gmail.com 

 

http://ssteinsmith.com/ 
 

 

THE WEEKLY EDITION 
Feedback is Always Welcome! 

Feedback is the key to continuous improvement, so if there are any topics, themes, or stories you would like 

covered in the weekly newsletter, or if there is something you wish to know more about, please send an email to 

afreshpairofeyes88@gmail.com.  

 

Thanks again for reading!  

 

Sean 
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A Fresh Pair of Eyes 
Making Sense of Finance and 

Accounting 

 
 


