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A Survey of Yields on Income-Generating Options

Average As of 12/31/16

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Generating yield has become more difficult than at any point in the past 146 years

Source: Global Financial Data, OSAM Calculations. The Bond component is represented by 10-Year U.S. Treasurys. The Equity component is represented by the S&P 500 Index. (Jan-1871 to Jun-2016) 
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4.30%

Historical Yield on a Hypothetical Balanced Portfolio ( 60% Equity / 40% Bond )

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Client Objectives

1) Protect principal

2) Hedge against severe downside risks

3) Minimize volatility

4) Generate income

Source: “The $64 trillion question: Convergence in asset management”. Pooneh Baghai, Onur Erzan, and Ju-Hon Kwek. McKinsey. Feb 2015.
Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Client Objectives

Source: “The $64 trillion question: Convergence in asset management”. Pooneh Baghai, Onur Erzan, and Ju-Hon Kwek. McKinsey. Feb 2015.

Reduce 
Risk

1) Protect principal

2) Hedge against severe downside risks

3) Minimize volatility

4) Generate income

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Client Objectives

Source: “The $64 trillion question: Convergence in asset management”. Pooneh Baghai, Onur Erzan, and Ju-Hon Kwek. McKinsey. Feb 2015.

Reduce 
Risk

1) Protect principal

2) Hedge against severe downside risks

3) Minimize volatility

4) Generate incomePreserve
Lifestyle

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.



osam.com

Client Response: Pour money into income and risk reduction products
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Dividend Low Volatility Multi Factor Equal Fundamentals

ETF Assets by Type 

Source: OSAM calculations. Bloomberg.
Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Dividends performed terribly in the years preceding 2016; that’s OK

Source: OSAM calculations

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.

BACKTESTED

Highest Decile Dividend Yield — Excess Return vs. Large Stocks
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The U.S. is a small component of the global dividend opportunity set

U.S.
29%Europe

27%

Asia Pacific
34% Canada

6%

Latin America/Other
5%

71% of the global 
dividend-paying 
opportunity set is 
domiciled outside of 
the United States:

Percentage of global dividend payers by region, Global Large Stocks (2015) 
Source: Worldscope, OSAM Calculations
Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Rolling 3-Year Excess Return — Dividend Yield vs. Large Stocks

Dividends historically move in and out of favor

Large 
Stocks

Source: OSAM calculations
Past performance is no guarantee of future results. * Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.

BACKTESTED*
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Certain dividend payers historically buck the rising rate performance headwind

7.4
6.1

-3.8

-8.4

Information Technology Energy Financials Utilities

Average Excess Return Of Best/Worst Sectors
12 Rising Rate Environments 1975-2016

Source: OSAM calculations. Thompson QA. Compustat.
Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Global Dividend Yield Outperforms U.S. Dividend Yield in Rising Rate Environments

Source: CRSP, Global Financial Data, OSAM Calculations 

Yield in Rising Rate Environments  
Large Stocks (Returns are annualized) Total Return (%)

Start End
Duration 
(Months)

10-Year
UST 
Rate 

Change

U.S. Global

10-Year
UST S&P 500

U.S.
Dividend Yield

U.S.
Dividend Yield 

ex Utilities
MSCI 
ACWI

Global 
Dividend Yield

Global 
Dividend Yield 

ex Utilities

7/1/2012 8/31/2013 14 +1.27 -6.4 19.5 14.8 21.0 20.8 14.1 16.9

1/1/2009 12/31/2009 12 +1.60 -9.5 26.4 23.5 26.1 35.4 40.3 42.5

7/1/2005 6/30/2006 12 +1.21 -5.1 8.6 8.7 11.2 18.6 15.5 18.1

5/1/2003 5/31/2004 12 +1.29 -6.1 18.3 18.2 22.2 24.7 27.2 28.5

10/1/1998 1/31/2000 16 +2.24 -6.8 28.3 -7.1 -0.6 30.4 4.6 12.6

1/1/1996 3/31/1997 15 +1.34 -1.4 20.5 9.9 20.5 9.1 12.0 19.2

4/1/1993 11/30/1994 20 +1.88 -1.8 3.2 0.1 6.6 9.4 4.8 10.2

7/1/1989 8/31/1990 13 +1.04 2.0 -2.9 -12.4 -20.0 -12.4 -7.6 -11.9

9/1/1986 9/30/1987 13 +2.68 -8.1 28.8 6.2 25.0 32.4 10.5 30.4

5/1/1983 6/30/1984 14 +3.57 -5.4 -1.3 3.1 2.5 -1.5 3.9 3.3

9/1/1977 9/30/1981 49 +8.56 -2.1 10.1 8.1 13.8 6.3 8.3 13.0

11/1/1971 9/30/1975 47 +2.61 2.3 0.7 3.1 4.8 -1.9 3.7 5.4

Average: 20 +2.44 -4.0 13.4 6.3 11.1 14.3 11.4 15.7

Median: 14 +1.74 -5.2 14.2 7.1 12.5 14.0 9.4 14.9

BACKTEST*

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Dividend ETF’s offer less diversification than investors are led to believe

Source: OSAM calculations. Bloomberg.

Dividend ETF Overlap

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.

1 Vanguard Dividend Achievers (VIG), iShares Select Dividend ETF (DVY), Vanguard High Dividend Yield Index Fund ETF (VYM), SPDR S&P Dividend ETF (SDY).
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Dividend growth on its own is not an effective strategy
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1 Year Div Growth 3 Year Div Growth 5 Year Div Growth 10 Year Div Growth

Source: OSAM calculations. Thompson QA. Compustat.
Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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Price-to-Earnings Ratios
(As of 12/31/16)
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Source: Bloomberg, Compustat, Worldscope 1 Vanguard Dividend Achievers (VIG), iShares Select Dividend ETF (DVY), Vanguard High Dividend Yield Index Fund ETF (VYM), SPDR S&P Dividend ETF (SDY) Bloomberg, as of 1/4/2017.
Investment characteristics and performance are based on OSAM's Separately Managed Accounts. Should OSAM have another product or investment vehicle with a similar name, investment characteristics and performance may differ.

Continuously Seek Discounted Valuation Opportunities

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.

Enhanced Dividend® is priced at a 37% Price-to-Earnings discount 
to the Popular Dividend ETFs1…

… and a 20% P/E discount to the benchmark.
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Valuation trumps dividends
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Excess Return - Top Third Dividend Yield
1975-2016

Source: OSAM calculations. Thompson QA. Compustat.
Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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5 Considerations for Equity Income Investors

I. Dividends had struggled; don’t count them out

II. Certain dividend payers historically buck the rising rate performance 

headwind; avoid Utilities and Financials

III. Dividend ETF’s offer less diversification than investors are led to believe; 

seek differentiated portfolios

IV. Dividend growth on its own is not an effective strategy; pair dividend 

strategies with other criteria

V. Valuation trumps dividends; pair dividend strategies with valuation criteria

Past performance is no guarantee of future results. Please see important information titled “General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer” at the end of this presentation.
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General Legal Disclosures & Hypothetical and/or Backtested Results Disclaimer
Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment
strategy, or product (including the investments and/or investment strategies recommended or undertaken by O’Shaughnessy Asset Management, LLC), or any non-investment related content, made reference to directly or indirectly in this piece will
be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the
content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this piece serves as the receipt of, or as a substitute for, personalized investment advice from
O’Shaughnessy Asset Management, LLC. Any individual account performance information reflects the reinvestment of dividends (to the extent applicable), and is net of applicable transaction fees, O’Shaughnessy Asset Management, LLC’s
investment management fee (if debited directly from the account), and any other related account expenses. Account information has been compiled solely by O’Shaughnessy Asset Management, LLC, has not been independently verified, and does
not reflect the impact of taxes on non-qualified accounts. In preparing this report, O’Shaughnessy Asset Management, LLC has relied upon information provided by the account custodian. Please defer to formal tax documents received from the
account custodian for cost basis and tax reporting purposes. Please remember to contact O’Shaughnessy Asset Management, LLC, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services, or if you want to impose, add, or modify any reasonable restrictions to our investment advisory services. Please Note: Unless you advise, in writing, to the contrary, we
will assume that there are no restrictions on our services, other than to manage the account in accordance with your designated investment objective. Please Also Note: Please compare this statement with account statements received from the
account custodian. The account custodian does not verify the accuracy of the advisory fee calculation. Please advise us if you have not been receiving monthly statements from the account custodian. Historical performance results for investment
indices and/or categories have been provided for general comparison purposes only, and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the
incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your account holdings correspond directly to any comparative indices. To the extent that a reader has any questions regarding
the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. O’Shaughnessy Asset Management, LLC is neither a law firm nor a certified
public accounting firm and no portion of the newsletter content should be construed as legal or accounting advice. A copy of the O’Shaughnessy Asset Management, LLC’s current written disclosure statement discussing our advisory services and
fees is available upon request.

The risk-free rate used in the calculation of Sortino, Sharpe, and Treynor ratios is 5%, consistently applied across time.

The universe of All Stocks consists of all securities in the Chicago Research in Security Prices (CRSP) dataset or S&P Compustat Database (or other, as noted) with inflation-adjusted market capitalization greater than $200 million as of most recent
year-end. The universe of Large Stocks consists of all securities in the Chicago Research in Security Prices (CRSP) dataset or S&P Compustat Database (or other, as noted) with inflation-adjusted market capitalization greater than the universe
average as of most recent year-end. The stocks are equally weighted and generally rebalanced annually.

Hypothetical performance results shown on the preceding pages are backtested and do not represent the performance of any account managed by OSAM, but were achieved by means of the retroactive application of each of the previously
referenced models, certain aspects of which may have been designed with the benefit of hindsight.

The hypothetical backtested performance does not represent the results of actual trading using client assets nor decision-making during the period and does not and is not intended to indicate the past performance or future performance of any
account or investment strategy managed by OSAM. If actual accounts had been managed throughout the period, ongoing research might have resulted in changes to the strategy which might have altered returns. The performance of any account or
investment strategy managed by OSAM will differ from the hypothetical backtested performance results for each factor shown herein for a number of reasons, including without limitation the following:

 Although OSAM may consider from time to time one or more of the factors noted herein in managing any account, it may not consider all or any of such factors. OSAM may (and will) from time to time consider factors in addition to those noted
herein in managing any account.

 OSAM may rebalance an account more frequently or less frequently than annually and at times other than presented herein.

 OSAM may from time to time manage an account by using non-quantitative, subjective investment management methodologies in conjunction with the application of factors.

 The hypothetical backtested performance results assume full investment, whereas an account managed by OSAM may have a positive cash position upon rebalance. Had the hypothetical backtested performance results included a positive cash
position, the results would have been different and generally would have been lower.

 The hypothetical backtested performance results for each factor do not reflect any transaction costs of buying and selling securities, investment management fees (including without limitation management fees and performance fees), custody
and other costs, or taxes – all of which would be incurred by an investor in any account managed by OSAM. If such costs and fees were reflected, the hypothetical backtested performance results would be lower.

 The hypothetical performance does not reflect the reinvestment of dividends and distributions therefrom, interest, capital gains and withholding taxes.

 Accounts managed by OSAM are subject to additions and redemptions of assets under management, which may positively or negatively affect performance depending generally upon the timing of such events in relation to the market’s direction.

 Simulated returns may be dependent on the market and economic conditions that existed during the period. Future market or economic conditions can adversely affect the returns.
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For financial advisors, multi-family offices and 
brokerage/wealth management firms with 
interest in O’Shaughnessy strategies contact:

Ari Rosenbaum, Principal 

O'Shaughnessy Asset Management

6 Suburban Avenue

Stamford, CT 06901

203-975-3340 (office)

646-261-6658 (cell)

ari.rosenbaum@osam.com


