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DIVIDENDS - WHAT ABOUT THEM? 

SEAN STEIN SMITH - MBA, CPA, CMA 

 If you have tuned into any financial media source within the 

last two or three years you have inevitably heard about 

dividend stocks, how they are “hot,” how they “pay you to 

wait,” and all the rest. But how exactly do dividends work? 

Are they are a sign of a healthy business? Should you like 

dividends or not? These are just a few of the questions that go 

unanswered by most media outlets. Most financial media 

assumes that everyone watching or reading has a certain level 

of financial knowledge, and this is a faulty assumption.  

 

What we will be looking at this week are dividends, to round 

out the series of newsletters focusing on the “Big 3” of cash, 

debt, and dividends. This financial tool is loved by some, 

hated by others, but is inarguably important. Cited by 

analysts, financial experts, and numerous business professors 

as one of the key financial  metrics to examine when 

considering an equity investment, dividends play a crucial 

role in the financial community.  

 

Let’s take a look at what exactly dividends are, how they 

work, and what they can mean for you and your money.  

 

Here the link to my weekly podcast - The Weekly Roundup 

9/21/2013 

 

http://ssteinsmith.podomatic.com/entry/2013-09-

21T12_36_31-07_00  
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Feel free to reach out with your 

comments/suggestions or questions. 

afreshpairofeyes88@gmail.com 
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INVESTING TIP/DEFINITION 

SEAN STEIN SMITH - MBA, CPA, CMA 

Dividends - The Nitty Gritty  

 
Dividend-paying stocks have been all the rage in the years 

since the financial crisis, and it isn’t difficult to see why. In 

the wake of the crisis, investors, both individual and 

institutional, were traumatized by the precipitous decline in 

stock prices and their overall investment balances. In the 

search for safer returns that has dominated the investment 

community since the crisis, many investors and financial 

experts turned to dividend stocks as the answer. Dividend- 

paying stocks are usually large, well-established firms with 

strong market positions and consistent earnings, and all of 

that results in an attractive investment opportunity for the 

risk-conscious investor.  

 

Supporters of dividend stocks lay out the case that dividend 

payers provide the investor with the best of both bonds and 

equities. Dividends are traditionally more stable than 

earnings, due to the fact that the market reacts very negatively 

to dividend cuts, and so a firm with a track record of paying 

dividends is thought of as a sound investment. Usually paid 

quarterly (in the U.S.), dividends resemble interest payments 

with their consistency, but holders of dividend-paying 

equities also have the potential to experience capital gains in 

relation to the stock price.  

 

The bond-like characteristics associated with dividend-paying 

stocks do make them sensitive to interest rate changes to a 

greater degree than a non-dividend paying stock. In the low 

interest rate environment that has dominated since 2007-2008, 

dividend payers have prospered, but in the face of tapering 

(and rising rates), their performance has lagged behind the 

market overall. In addition to their interest sensitivity, 

dividends are dissimilar from bonds payments in the sense 

that they are not legal obligations of the firm – while it is not 

popular to cut them, it is entirely legal and within the power 

of management.   

 

In short there are pluses and minuses to dividends and 

dividends investing. 

 

What do you think? 

 

 

 

 

 

 

  

    

   

 

 

Fresh Pair of Eyes Definition  

Dividend – Dividends are distributions of a company’s 

earnings, decided by the Board of Directors, that are delivered 

to a specific set of shareholders. Dividends are payable in both 

cash and stock. 

 
 

 

Are Dividends the best use of 

corporate cash? 
 

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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Dividend Payout Ratio 

 

 If dividend yield is the most frequently-cited statistic 

related to dividends, then the dividend payout ratio, or simply 

payout ratio, must be the second most common. Used primarily 

to help evaluate the sustainability of a firm’s dividend, this ratio 

sounds more complicated than it actually is. Obtained by 

dividing the dividends paid by net income, this helps analysts 

and investors to judge how much of a firm’s earnings are being 

paid out to stockholders.  

 

 
  

 
 

   
 
 
 
   

 

Dividend Yield 

 

 This is probably the single most often cited statistic 

when it comes to dividends and is usually used as follows – this 

stock is yielding 5%. What this means is relatively straight 

forward – the dividend issued by the company to each 

stockholder, when divided by the price of the common stock, is 

5%. In other words, if nothing else changes, you are earning 

5% on your investment through the dividend payment. 
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THE WEEK AHEAD 
Sean Stein Smith - MBA, CPA, CMA 

 
 It is always good to recap and to 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 to 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 our discussion with the news and economic activity that are 

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

While this is usually a forward-looking column, I would be remiss if I 

did not discuss the major U.S. domestic news of the past week. Larry 

Summers' withdrawal from the Fed chairmanship race broke last Sunday 

evening, and the fact that the Fed will not be tapering were both big 

stories that were announced this week.  

The repercussions of these two stories will be sure to be felt through this 

week as well, especially as it pertains to interest rate-sensitive 

instruments such as bonds, MLP's, dividend-paying stocks, and gold 

(which serves a hedge against deflationary practices like Q.E.). 

The tech industry will also be something to certainly keep an eye on - 

Apple's struggles, Blackberry's attempt to restructure itself, and the 

pending Twitter IPO will make for an exciting week ahead. 

As always, it is always important to pay attention to the underlying 

trends that connect the market news. 

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 sentencing of Bo Xilai to life in prison today caps one of the most 

politically-charged trials that have taken place in China within the last 30 

years. This is also indicative of a renewed crusade by the current 

leadership against corruption and abuse of power. Some have indicated 

that this prosecution was politically motivated. Either way it will be 

interesting to see what happens. Politics always impacts business.  

 

 

What do you think? 

 

Let me know if these tips were 

helpful 

 

afreshpairofeyes88@gmail.com 

Excel Tip - Copy as Picture  
  

 Your charts are beautiful, color coded, 

formatted just the way you need them, and really are 

works of art. Your boss is happy, which makes you  

happy, but now the marketing budgeting department 

wants you to copy your charts and pie graphs into their 

narrative (Word Document) summary that they will be 

using. You will get credit for your work, which is nice, 

but how do you copy your charts, graphs, and other visual 

aids into MS Word without losing all of your formatting? 

Actually, it’s really simple – copy the graph/chart/data 

you need to copy, and select the “copy as picture” option 

in MS Word. Easy!  

 

 
 
 
 
 
 

 

Budget Tip - Expectations 
 This tip is especially relevant for young adults, but 

can really hold true for any age group. Your expectations need to 

sync with the realities of your financial situation. If you are 

someone just starting your professional career and life, the 

likelihood of your being able to support a lifestyle similar to 

people with several decades in the workforce is very low. In 

other words, for all my other young investors out there, don’t 

expect the granite countertops and BMW M3’s to come right 

away. Realizing this can help constrain your spending to more 

sustainable levels and aid in the construction of your long-term 

financial plan. 
 

 
 
 

 



 

 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 

 

And my new book, Personal Financial Planning 

 

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

Personal-

Financial/dp/1492308978/ref=sr_1_2?ie=

UTF8&qid=1378653970&sr=8-
2&keywords=sean+stein+smith 

 

afreshpairofeyes88@gmail.com 

 
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 

 
 


