
(continued)

Economic Facts Still 
Support Stocks & Bonds
Economic and market analysis 

come down to facts and figures. For 
stocks, the facts are that the economy 
remains strong. The last quarter’s GDP 
was a very positive 3.10% and, even 
with some expectations for subdued 
growth, estimates still project 2.50% 
GDP in 2019. This is impressive.

Pushing this is the consumer. The 
forward-looking Bloomberg Consumer 
Comfort Index continues to climb 
from March to date to a very bullish 
level of 61.80. And while dipping 
from the prior month, the New York 
Fed’s Business Leaders Future Capital 
Spending Index remains quite positive 
at 16.80. Even better news from the 
Business Leaders survey is that its 
index of overall Business Activity 
Expected in Six Months just surged to 
a multi-year high.

So, consumers are comfy, and 
businesses are saying that they 
project revenue gains and further 
capital spending.

Then add in the near non-existent 
inflation, as measured by the core 
Personal Consumption Expenditure 
Index (PCE), which has been falling 
through 2019 to a current 1.57%. 
The cherry on top: The most recent 
FOMC meeting showed that easing 
at the next meeting in late July is a 
distinct possibility.

This should be good news for 
stocks and bonds—the rising 
economy means better credit for 
corporations and better fiscal 
conditions for municipal bond 
issuers. That all bolsters bond prices 
for the coming months on top of the 
gains already seen year to date.

Yet, we cannot be complacent. 
There will eventually be another 
pullback. Earnings reports for the 
second quarter will be coming 
starting in July, which will 
show that not all companies are 
benefitting. So, we need to continue 
to be selective and focus on quality, 
dependable segments of the market 
for income and 
further growth.
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Don’t Buy the Hype 
in Uncertain Markets
Dear Friend,

It’s a heady time for the markets. The S&P 500 Index is up 17.61% year 
to date, and bonds are bounding higher in price and lower in yield. The US 
economy remains in growth mode, with GDP remaining firmly in the positive. 
Inflation, which was already subdued, is trending lower. And the Federal 
Reserve Bank’s Open Market Committee (FOMC) is moving to ease its target 
range for near-term interest rates.

This is a sharp contrast to May, when stocks were sinking as the prior market 
mania turned depressive. Yet, many of the same challenges that we had in that 
dour market time are still with us. 

Trade tensions remain, and adding to the trade tiff are threats of foreign 
exchange conflicts by nations to push their currencies down for trade 
competitiveness. Elections remain a distant but real threat. 

Petroleum is rebounding for now both in the US and around the globe, but it’s 
uncertain how long that will last. Politics and militarism are sparking around the 
Middle East, only adding to the uncertainty.

The main goal now is to keep income flowing while protecting your growth 
prospects. In this issue, I start by looking at the underlying facts and figures in 
the economy and markets that are still supportive of select market sectors.

Then, I’ll examine what’s working in the US financial sector, what’s faltering 
and where to focus for safe growth with higher dividend payments.

In addition, I’ll review some of the best market choices in real estate investment 
trusts (REITs) and utilities and show why, despite their heady performance, 
there are still good values to be found. Of course, I’ll also go through our model 
portfolio holdings with my latest reviews and address some of your queries.

Growth Strategies
Fundamentals Should Continue to Drive Stocks & Bonds

Trade tensions remain one of the bigger problems for the stock market. The 
tariffs and trade restrictions between the US and China continue to impact $250 
billion worth of US imports. 

But that impact isn’t as great as some had feared. One of the proof elements is 
seen in the US Producer Price Index (PPI). This is the measurement of inflation 
in wholesale goods and services before they’re further processed and sold to 
consumers. The core rate of the PPI was a mere 2.30% for May, hitting a recent 
low. And the overall PPI came in at even less of a pickup at a barely there 1.80%.

This indicates that the tariffs aren’t necessarily impacting wholesale prices of 
goods and services in the US economy. Even wholesale prices for trade barely 
edged up at 2.30%—again suggesting that tariffs aren’t necessarily driving costs 
up as goods make their way through the US market to consumers.

This also shows up in the core overall measurement of price inflation for 
the entire consumer consumption market. The core US Personal Consumption 
Expenditure Index remains at 1.00% in the revised first-quarter Gross Domestic 
Product (GDP) data and, for the monthly data, it is a mere 1.57%.
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But how is this impacting business 
budgeting? If we take a look at 
manufacturing indicators in the US 
economy, there is a warning sign for 
this sector, as the US Manufacturing 
Purchasing Managers’ Index (PMI) 
is now down from the high in August 
2018 to a current level of 52.10. But 
again, this is still a positive number—
any reading over 50 signifies positive 
manufacturing activity in the US. 

While that might be uninspiring, 
manufacturing isn’t the major 
driver for the US economy. And the 
expectations for overall business 
activity and revenues for the next six 
months just spiked to a new high. 

This means that there are plenty of 
market sectors that are working on 
expectations of continued improvements 
in their industries and businesses.

The key is to be in the right 
industries and market segments. More 
on that in a moment... 

A Little Fed History
To paraphrase a familiar quote, 

economic and market history never 
repeats, but it does often rhyme. The 
FOMC paused at its June meeting, but 
it’s a given that it will ease this year. 

But why would the FOMC ease 
with GDP growth and jobs remaining 
plentiful, along with ultra-low 
inflation? Because it doesn’t want to 
needlessly step on growth while it 
works to unwind its tightening from 
last year. This is similar to what the 
FOMC did back in 1995-1996.

Leading into 1995, the FOMC made 
a series of hikes only to see slowing 
inflation. The job market was in 
healthy shape (if not quite as good as it 
is now). The FOMC admitted that the 
prior tightening was not needed, and 
that led to a series of cuts in July 1995, 
December 1995 and January of 1996.

And then like now, the president 
was gearing up for re-election, so 
there was discussion about White 
House influence.

So, what did the S&P 500 Index do 
in 1995-1996? Plenty. It rose from 459.11 
on Jan. 3, 1995, to a high of 757.03 
on Nov. 25, 1996. Just remember that 
then Fed Chairman Alan Greenspan 
made his comments about irrational 
exuberance in December of 1996.

Sector Specific
There are plenty of facts and figures 

that support a continued bullish view 
on stocks and bonds. But as earnings 
reports start to come in, I expect 
variances—some quite large between 
specific industry sectors.

This is exactly what we saw last 
quarter, with the overall average for 
the members of the S&P 500 seeing 
revenue gains of 4.37% and earnings 
growth of 1.27%. Some sectors saw 
big drops in earnings, including the 
technology and materials sectors.

Meanwhile, real estate earnings 
surged 7.04%, and earnings for 
utilities jumped 5.37%. It’s not 
surprising that these two segments 
fared better last year during the 
market’s downturns. And so far this 
year, they continue to perform well.

Another traditionally vital sector 
of the S&P 500 is the bank/financial 
sector. Last quarter, the financials were 
positive in earnings growth, but not by 
much. And I see why the traditional 

banks now have headwinds despite the 
economy. There are non-traditional 
financiers that have already taken the 
lead, and lower interest rates don’t help 
them either. 

Proven Growth & 
Income
Bank Beaters

A lot has changed in the banking 
and finance sector over the past decade. 
Prior to the dramatic regulatory changes 
after the 2008 financial crisis, banks 
were the go-to for personal, business 
and corporate loans. 

The financial crisis was largely 
caused by bankers that forgot to 
“know thy customer” firsthand. So, 
instead of burning shoe leather visiting 
businesses to originate loans, they 
bought wholesale loans and mortgages. 
And instead of welcoming customers 
in bank lobbies, they sold wholesale 
deposits to raise cash for loans.

Congress stepped in with a series 
of legislative actions, including the 
Dodd-Frank Act of 2010, which placed 
a massive list of rules and regulations 
to curtail bankers from prior mistakes. 
Agency regulators adopted various 
policies and rule interpretations that 
hoisted prohibitive costs on banks.
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This meant that there was so much 
additional work that had to go into 
making loans and gathering deposits 
that the cost to earn each dollar of 
revenue soared. 

It was reflected in the efficiency 
ratio, which is a measure of a bank’s 
profitability. Basically, anything 
above 50% is high. For example, the 
efficiency ratio for one of my banks 
pre-crash ran in the 25% range. 
Post 2008, those ratios rose into the 
60%-70% range, meaning operating 
margins became extremely thin.

Then came the FOMC with its zero, 
or near zero, interest rate monetary 
policy. While stimulative for companies 
and households, for traditional banks it 
meant that there was little to no room to 
price loans against deposits that would 
leave them with profitable net interest 
margins (NIM).

Last year, I saw both of these 
challenges going away. Congress passed 

a series of regulatory reforms, including 
rolling back parts of Dodd-Frank. 
And regulatory agencies, including 
the Federal Reserve, eased up on their 
rules and enforcement. With the FOMC 
moving to get interest rates back to 
more normalized levels, NIMs began to 
improve in better-run regional banks.

In addition, with the US economy 
on the upswing, demand for loans was 
set to lead banks to more business.

Into this uptrend I recommended 
Citizens Financial Group (CFG) 
and Regions Financial (RF). These 
two regional banks were working to 
improve their efficiency ratios and their 
NIMs and were beginning to build up 
their loan and deposit books along with 
other fee-income-generating businesses.

But now, there are two recent 
developments that I want to call your 
attention to. First, in conversations 
with my banker friends, I’ve learned 
that the Fed and other bank regulators 

have been dragging their feet on 
implementing Congressional relief 
legislation. Second, as we’ve seen 
recently, the market is shoving interest 
rates lower with help from the FOMC. 
So, improvements in efficiencies aren’t 
as big as they were legislated to be, and 
NIMs are now threatened again.

Fortunately, there’s an alternative 
solution where we’re already invested 
and making profits.

Alternative Financiers Thrive
Over the past decade, as banks 

were choked, alternative financial 
companies came into the market for 
lending and other banking services. 

These companies were not as 
burdened by bank regulation, 
particularly for business and corporate 
lending. These include private equity 
firms, investment funds and business 
development companies (BDCs). The 
big funds and financials have come 
into the market making collateralized 
loan obligations (CLOs), which are less 
costly ways to lend companies money, 
and interest rates are more attractive for 
the investment companies.

And for smaller, middle-market 
and even larger companies, BDCs 
thrived, making loans and taking other 
financial interests in companies. BDC 
stocks delivered very positive returns. 

Then there’s the household market for 
loans, including mortgage loans. Banks 
have ceded a great deal of this market 
due to regulatory costs. Meanwhile, 
non-bank companies originate loans, 
which in turn are bought and managed 
by companies set up under REIT tax 
law structures. These have a whole lot 
less regulatory cost structure, and their 
NIMs are significantly better.

Inside the Total Return Portfolio, 
we have one of the best BDCs focused 
on lending to technology companies 
in Hercules Capital (HTGC). It has 
been building its revenue growth, and 
it does so with an efficiency ratio of 
52.50%, which is significantly better 
than for CFG and RF. And its NIM is 
running at a whopping 9.30%.

It pays a dividend yielding 10.06% 
and has generated a return so far this 
year of 20.58%. HTGC should be 
bought in a taxable account, as it 
issues K-1 tax information, under 
$14.50.
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For mortgages, we have MFA 
Financial (MFA). It invests in and 
manages a portfolio of mortgages 
and has done so successfully for 
years, including during the 2007-2008 
mess. Revenues are up by 5.10%, the 
efficiency of the company delivers a 
return on equity of 9.40% and it pays a 
dividend yielding a stunning 11.10%. 

Year to date, it has returned 11.15% 
and, yet, it’s still a bargain. MFA is a 
buy in a taxable account under $8.00.

Then, in Cycle C of the Incredible 
Dividend Machine portfolio, we have 
Main Street Capital (MAIN). Main 
Street is a leading BDC in the middle-
market segment. It has an efficiency 
ratio of 8.20%, which, along with 
its whopping operating margin of 
81.40%, delivers a return on equity of 
12.00%.

It yields 5.85%, and it has returned 
24.96% year to date. While it’s a bit 
pricey here, it’s far and away cheaper 
than banks with this sort of financial 
performance. MAIN is a buy in a 
taxable account under $42.00.

Now comes what you expected: Sell 
Citizens Financial Group (CFG) 
and Regions Financial (RF). We’re 
up a bit on Citizens since it came into 
the portfolio, and we’re down a bit on 
Regions. Redirect the proceeds to the 
alternative financials mentioned above.

More Growth & 
Income
REITs & Utilities Still a Value

Two of the most dependable market 
segments last year and this year have 
been real estate investment trusts 
(REITs) and utilities. Through all the 
ups and downs in the broad market in 
the past 12 months, REITs returned 
18.29%. Utilities returned 24.49%. 
Yet, the S&P 500 returned a mere 
7.89%.

I have a collection of REITs and 
utilities inside our model portfolios, 
and they all continue to shine with 
dividend income and price growth.

Let me show you why they are still 
values to buy all over again...

REITs Rule
The price-to-book value for REITs 

on average is running at 2.64 times, 

which, despite the price gains, is pretty 
much on average for these stocks going 
back through 2010. But the important 
thing is that the underlying book value 
continues to surge by 50.30% from the 
lows back in 2010. This means more 
intrinsic value, and the market is still 
not fully pricing that in.

Meanwhile, funds from operations 
(FFO)—the key profitability 
indicator—for our REITs remain very 
positive. W.P. Carey (WPC) in the 
Total Return Portfolio is a large, very 
diversified REIT focused on corporate 
properties on a triple-net basis. That 
means tenants pay taxes, insurance 
and general upkeep. 

It has an FFO return of 11.60%, and 
its price-to-book is below average. 
It has rising revenues and pays a 
dividend yielding 4.80%, which 
continues to rise quarter after quarter. 
WPC is a buy in a taxable account 

under a raised price of $85.00.
A peer in the triple-net space is 

EPR Properties (EPR), which I am 
moving from the Niche Investments 
portfolio to Cycle A of the Incredible 
Dividend Machine portfolio. It has 
an FFO running at 16.50%, and its 
price-to-book remains below the 
market average. EPR pays a dividend 
yielding 5.79%—again, with rising 
distributions. EPR should be bought 
in a taxable account for Cycle A of 
the Incredible Dividend Machine 
under a raised price of $80.00. 

Then, back in the Total Return 
Portfolio, we have Medical Properties 
Trust (MPW). This is a net-lease 
company as well, but it is focused on 
healthcare facilities. It has an FFO of 
10.90%, and its price-to-book is a very 
low 1.49, making for a bigger bargain. 
Yielding 5.43%, MPW is a good buy 
under $19.50 in a taxable account.
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Utilities Work
Utility stocks have outperformed 

the general market over the past year, 
but the underlying values are still not 
overhyped. The price-to-book average 
for the sector is sitting at 2.23 times. 
While that’s up a bit over the past 10 
years, the actual underlying average 
book value is up some 38.09% over the 
past decade. So, while prices are up, 
the underlying value is up even more.

We have several utilities in the model 
portfolios that make for good buys. I’ll 
start with Duke Energy (DUK), which I 
am moving from the Niche Investments 
portfolio into Cycle C of the Incredible 
Dividend Machine. Duke is a leading 
power and natural gas utility with both 
regulated and unregulated business 
units, including wind and solar. 

It’s valued at only 1.46 times 
book, which is below average. More 
importantly, its underlying book 
has been increasing over the past 
decade by some 26.14%. DUK pays a 
dividend yielding 4.14% and is a buy 
in a tax-free account under a raised 
price of $91.00 for Cycle C of the 
Incredible Dividend Machine.

NextEra Energy (NEE) in the Total 
Return Portfolio is a regulated power 
provider in Florida with a massive 
collection of largely unregulated wind 
and solar power generation operations. 
The combination has fueled impressive 
growth over the past decade.

It is valued at a bit higher, but still 
reasonable, price-to-book of 2.88. But 
the underlying book value has been 
increasing by 143.11% over the past 

10 years, which is ahead of many of 
its more staid peers. Yielding 2.42%, 
NEE is a buy under a raised price of 
$207.00 in a tax-free account.

Total Return 
Portfolio

I’d like to start the discussion of the 
Total Return Portfolio with the tax 
guidance for Compass Diversified 
Holdings (CODI) in the Growth & 
Income Plays. 

The company acquires controlling 
interests in small- to middle-market 
companies. It then works with their 
management teams to improve their 
performances and, along the way, 
collects their profits and passes through 
much of them in the form of dividends. 

The dividend distributions have been 
managed throughout the years to make 
them more predictable, so the company 
will retain cash during higher income 
quarters to make up for lesser ones. 
The dividend distributions have been 
running at 36 cents per share for a 
current yield of 7.55%.

The company went public in 2006. 
Since then, the shares have returned 
303.25% for an average annual 
equivalent return of 11.22%. This 
compares to the S&P 500 Index’s 
return of 191.66%, or an average 
annual equivalent return of 8.50%.

Despite the strong return, the 
shares are still a bargain. They’re still 
valued at a 40% discount to trailing 
revenue. And the company’s assets 
provide performance, with a return on 
shareholder equity of 14.20%. It has 

lots of cash on hand and limited debts, 
with debt to assets running at 46.50%.

Compass is a holding company set 
up as a passthrough, and it issues K-1 
tax forms. This means there can be 
some tax deductions passed through, 
which in turn shield some of the 
quarterly distributions from current 
tax liability for shareholders. 

Because of this, if the shares are 
held in a tax-free account, the amount 
of shielded distributions may subject 
the shareholder to Unrelated Business 
Taxable Income (UBTI) rules under 
the IRS tax code. If the amount of 
UBTI exceeds $1,000 overall, that 
amount may be subject to taxes, even 
in a tax-free account.

Compass hasn’t provided much 
shielding, which has led to questions 
from subscribers asking if they might 
hold the shares in tax-free accounts. 
I have gone back and forth with this 
question, but now I must make the 
official guidance to hold the shares in 
taxable accounts. 

So, going forward, while your own 
tax advisor may have an alternative 
view based on your K-1 forms, I 
recommend buying CODI in a taxable 
account under a raised price of $20.00. 

Banks Bettered
Earlier in this issue, I discussed 

challenges for US bank stocks, 
including Citizens Financial Group 
(CFG) and Regions Financial (RF). 

My original recommendation for 
bank stocks was based on a variety of 
tailwinds in the making.

In addition, I saw the move in near-
term interest rates becoming more 
normalized. This meant that banks 
would have more room to price loans 
against the cost of funding them, 
resulting in more profitability. And 
the economy was and is expanding, 
providing growth opportunities for 
banks.

Since then, efficiencies and 
net interest margins (NIM) have 
improved, and loan growth has 
occurred. And while CFG and RF are 
up year to date, I now see challenges. 

Congress has delayed the 
implementation of regulatory relief 
legislation, restricting efficiency 
gains. And interest rates are down 
and projected to fall further, putting 
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strain on NIMs. While growth is 
good, competition from non-traditional 
financiers, including Hercules Capital 
(HTGC), is bettering the banks. I now 
recommend selling CFG and RF.

A Few Developments
Starbucks (SBUX) has turned in a 

year-to-date return of 31.42%, which 
is far ahead of the S&P 500 Index. But 
I have kept the buy under price below 
the market price. 

This is a stock that doesn’t 
necessarily reflect the underlying 
company. Revenues for the last quarter 
were only up 4.54% and have been 
trending down for three quarters now. 
Yet, despite the tepid growth, the 
stock is valued at 4.30 times trailing 
revenues, which is more than double 
the valuation of its peer group.

The company has largely saturated 
the US market. And its big growth 
play has been in China where it has 
been breathlessly opening stores, 
cannibalizing regional store sales in 
the process.

While I like stocks that go up, I 
don’t like stocks that go up without 
clear and defined reasons. Therefore, 
I am putting SBUX on hold as I dig 
further into its growth plans and 
store data.

United Technologies (UTX) 
announced its intention to buy Raytheon 
(RTN) recently. This would combine 
UTX’s aerospace and defense businesses 
with RTN’s, which I see as a positive. 

But this comes as the divestiture of 
its Otis and Carrier divisions are still 
up in the air. I have recommended the 
UTX break-up for a while because it 
will unlock a lot of value for the shares, 
which are valued at a discount to peers. 

I want to see Otis and Carrier spun 
off to shareholders and not just sold 
for cash. And I want to see clear plans 
for both RTN and the spin-offs. I still 
recommend UTX as a buy under 
$137.00 in a tax-free account, but I 
will continue to review the company 
and its plans.

Walgreens Boots Alliance (WBA) 
continues to work through merger 
issues on costs and profitability. The 
shares remain attractive at a discount 
to sales by 60.00%, and revenues are 
on the rise. 

But the market has been less 
accepting of the drawn-out process 
of improving its overall performance. 
WBA remains a buy under $65.00 
in a tax-free account, but I will 
be reviewing the second-quarter 
earnings—due to be released on 
June 27—and will be reporting on 
them in a coming Journal. 

Incredible Dividend 
Machine

The Incredible Dividend Machine 
portfolio is set up to provide a 
collection of 21 dividend stocks 
divided into three cycles, each with 
seven holdings. In turn, that means the 
overall portfolio pays dividend income 
each and every month.

In last month’s issue, I placed two 
of the Incredible Dividend Machine 
positions on hold—Northern Trust 
(NTRS) in Cycle A and Marathon 
Petroleum (MPC) in Cycle C. I now 
recommend selling both NTRS and 
MPC. 

Northern Trust was brought into 
the Machine with the prospects of 
improving profitability of US banks. 
Interest rates were beginning to 
normalize providing some breathing 
room between interest paid for deposits 
and other liabilities against interest 
earned on loans and other assets. Add 
in the asset management fee income, 
and the prognosis was good.

But the evolving developments in 
short-term interest rates bringing 
rates back down and delayed adoption 
of regulatory relief has caused the 
progress of banks to slow or stall. 
Northern Trust’s dividend isn’t enough 
to give it time. Sell NTRS.

Marathon Petroleum came into 
the Machine with the addition of 
Andeavor Petroleum last year. The 
transaction provided a near-term gain. 
Refineries were faring well and, with 
the merger, Marathon gained more 
access to cheaper crude from US and 
Canadian fields, helping margins.

Revenues are continuing to rise. 
Operating margins are good for a 
refiner, and they are driving a good 
return on equity. The company has 
little debt, and the dividend yield is 
now at 4.08%. 

Yet, the stock market doesn’t care. 
The shares are now at a 70% discount 
to trailing revenues and at a 2% 
discount to its assets.

I also expect changes in fuel 
standards, particularly for maritime 
use, to aid overall margins over time. 
For now, however, sell MPC.

Two New Gears in the Machine
In Cycle A, replace Northern 

Trust with EPR Properties (EPR), 
which is currently held in the Niche 
Investments portfolio.

EPR Properties is a REIT that 
focuses on a very risk-controlled and 
efficient way to profit from real estate 
assets known as long-term, triple-net 
leases. Triple-net leases are leases that 
are made to corporate tenants, who are 
then responsible for lease payments as 
well as taxes, insurance and general 
maintenance.

This means that EPR acquires 
properties that have little additional 
costs over their leased lifespans. That 
results in lower management costs as 
well as less risk of uncertainty over 
the lease term.

EPR can run more efficiently in 
its operations with lower provisions 
for cost challenges for its portfolio 
of properties, which means more 
certainty in cashflows. In turn, that 
supports more stable revenues for 
dividend payouts.

EPR focuses on educational 
properties, entertainment facilities 
and resort properties and facilities. 
The educational properties involve 
those that are contracted by early 
educational centers as well as charter 
schools and private schools. These 
provide stable, reliable tenants that 
commit to long-term leases that are 
likely to be renewed to attract and 
keep their student populations.

The entertainment facilities are 
largely leased to movie megaplex 
theaters from national and international 
chains. These are in major markets 
with ample demand supporting longer-
term commitments for the properties.

The resorts and facilities vary from 
major ski resorts to golf courses and 
resorts, including the operator of 
TopGolf. EPR also owns a collection of 
water parks in prime locations. All of 

(continued on p. 8)
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TOTAL RETURN PORTFOLIOStocks (56%)
Indexed Equities (18%) Symbol T/TF

Entry 
Date

Fwd. 
Yield

Buy 
Under Comments

Energy Select SPDR ETF XLE TF 5/21/18 3.23% $70.00 Disconnect between petroleum market conflicts and energy stock prices
Vanguard Health VHT TF 3/16/16 2.52% $176.00 Healthcare stocks beginning to be recognized again for rising demand
Vanguard High Dividend VYM TF 6/21/16 2.85% $88.00 Safer means of having general S&P 500 Index with income
Vanguard Info Tech ETF VGT TF 8/20/18 1.12% $210.00 Technology sector prone with market risks—yet still shows way for growth
Vanguard Utilities ETF VPU TF 9/24/18 2.78% $136.00 US-based utilities remain a haven for more income and growth
Growth & Income Plays (18%)
Alliance Bernstein AB T 11/19/18 6.67% $33.00 It's all about good assets under management for more fee income
Citizens Financial CFG TF 9/8/17 3.66% SELL Regulatory agencies dragging feet on reform and falling rates creating headwinds
Compass Diversified Holdings CODI T 5/21/18 7.55% $20.00 Stock on the rise but still valued at a discount to revenues
Covanta Holdings CVA TF 3/26/19 5.49% $18.50 This company turns trash and non-recycled waste into cash from power generation
FMC Corporation FMC TF 4/25/19 1.95% $82.50 A leader in crop protection and farm yield enhancement
Hormel HRL TF 4/17/17 2.02% $42.25 In a world with livestock culled for disease, it has healthy production but domestic price limits
Microsoft MSFT TF 11/30/12 1.34% $136.00 Continues to move forward on business development—yet remains at risk in the segment
Nestle NSRGY T 12/17/08 2.34% $104.00 Home market challenges, but a showcase for better brand and cost management
NextEra Energy NEE TF 9/8/08 2.42% $207.00 US-based utility is a haven, plus reliable cashflows and growth in renewable power 
Procter & Gamble PG TF 12/17/08 2.67% $112.00 Market wants to own improved consumer goods companies
Regions Financial RF T 4/23/18 3.84% SELL Despite much progress in margins and business, market sees more challenges
Hercules Capital HTGC T 6/25/18 10.06% $14.50 The alternative financier for technology companies with a nice dividend
Viper Energy VNOM TF 7/23/18 5.20% $38.00 Petroleum prices up or down, this company still gets paid and shares with shareholders
Zoetis Incorporated ZTS TF 5/25/19 0.58% $114.00 Company getting noticed for its success in animal viruses and disease
Real Estate Investment Trusts (8%)
American Campus Communities ACC T 7/12/18 3.97% $48.00 US-based and focused REIT in valuable student housing market
Digital Realty Trust DLR T 2/9/18 3.46% $125.00 While some see datacenters as getting ahead of market, this is short-sighted
Life Storage LSI T 12/26/18 4.08% $102.00 Self-storage remains a defensive REIT sector for bull and bear markets
Medical Properties Trust MPW T 2/26/19 5.43% $19.50 Top-performing REIT in rising medical properties market
W.P. Carey Inc. WPC T 1/3/14 4.80% $85.00 Big diversified REIT with able management keeps delivering to shareholders
MFA Financial MFA T 6/25/18 11.10% $8.00 The alternative financial in the buoyant mortgage market with yield
World Class Franchises (6%)
Starbucks SBUX TF 2/8/18 1.70% HOLD I see challenges for this company to deliver growth and not just hype 
United Technologies UTX TF 8/6/14 2.26% $137.00 Raytheon acquisition and divestiture of Otis and Carrier is a lot going on for now
Walgreens Boots Alliance WBA TF 4/7/17 3.33% $65.00 A bargain company in the health space needs to prove it can deliver soon 

Toll Takers (6%)
Enterprise Products Partners EPD T 2/22/05 6.06% $30.00 Expanding pipeline network and related assets keeps delivering
Kinder Morgan Inc. KMI TF 11/28/14 4.74% $21.00 Alternative to MLPs for investors in infrastructure without K-1
Pembina Pipeline PBA T 8/14/12 4.81% $38.00 Canadian government delivering to pipeline companies by working to expand networks
Plains GP Holdings PAGP T 3/10/17 5.86% $26.65 The Permian Basin keeps pumping oil and gas and this is the go-to pipeline 

Fixed Income (44%)
Cash (11%)
Synchrony Bank high-yield savings account 7/31/15 2.25% Market 2.25% yield—call 866/226-5638 to order
Intermediate Credit Bonds (7%)
DoubleLine Total Return Bond Fund DLTNX TF 7/22/14 3.29% $10.75 Bonds are the other market success story that will offset a stock pullback
SPDR Interm-Term Corp. Bond ETF SPIB TF 4/21/17 3.18% $34.75 This ETF provides easy means to grab bond market opportunities right now
Multisector Bonds (8%)
Osterweis Strategic Income Fund OSTIX TF 4/19/18 4.62% $11.67 Well researched and managed bond portfolio company
Preferred Shares (7%)
Seaspan 7.875% SSW.PH TF 1/22/19 7.92% $25.00 CUSIP# 81254U304
Teekay LNG Partners 9.00% TGP.PA TF 1/22/19 8.66% $25.50 ISIN# MHY8564M1131
NuStar Energy 8.50% NS.PA TF 1/22/19 9.04% $25.00 CUSIP# 67058H201
iShares US Preferred Stock ETF PFF TF 3/9/17 5.39% $38.00 Preferred stocks should be a go-to for all portfolios
Falherty & Crumrine Preferred Opp. Fund PFO TF 7/23/18 6.52% $11.75 Great closed-end fund from good management team—discount to NAV provides opportunity
Minibonds (3%)
JMP Group 7.25% 11/15/27 JMPD TF 1/22/19 7.55% $25.50 CUSIP# 466273109 
Cowen Inc. 7.75% 06/15/33 COWNL TF 1/22/19 7.91% $26.00 CUSIP# 223622804
US Cellular 6.95% 05/15/60 UZA TF 1/22/19 7.15% $25.00 CUSIP# 911684405
Municipal Bonds (4%)
Blackrock Municipal Income BLE T 4/23/18 7.34% $14.70 Discount to NAV narrowing to 1.88% with great tax-free yield and bonus dividend
Nuveen AMT-Free Credit NVG T 4/23/18 7.74% $15.90 Discount to NAV dropping to 7.09% with monthly tax-free dividends   
Nuveen Municipal Credit NZF T 4/23/18 7.71% $15.90 Discount dropping to 3.53% as investors are buying and portfolio performs
Treasury Bonds (4%)
Two-year Treasury bond T 12/24/18 1.75% Market Buy US Treasury with current coupon (interest rate) near 1.75% at market price

   At least 10% below buy-below price as of the publication of this issue       T:  Buy in taxable account for best results       TF:  Buy in tax-advantaged account (IRA, etc.) for best results       *Taxable-equivalent yield
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these benefit from the consumer trend of 
“experience spending,” which supports 
longer-term commitments from the 
operators of the properties and facilities.

All in all, the properties of EPR 
have been increasing revenues 
significantly, with average annual 
gains running at 18.51% for the past 
three years alone.

The triple-net leases from the 
properties with longer-term leases 
continue to support significant 
dividend distributions. The 
distributions continue to rise, with the 
current yield sitting at 5.79%. EPR is 
a great monthly dividend-payer for 
Cycle A of the Incredible Dividend 
Machine in a taxable account under 
a raised price of $80.00.

Utilities also remain reliable total 
return stocks even during general 
stock market duress. 

In Cycle C, replace Marathon 
Petroleum with Duke Energy 
(DUK), which is currently held in 
the Niche Investments portfolio.

Duke Energy is a leading electric 
power and natural gas utility in 
the US, with additional assets in 
select non-US markets. Its power 
generation spans traditional methods, 
including some nuclear plants, but also 
increasingly includes wind and solar.

Like other successful utilities, Duke 
has the dependability of regulated 
businesses and the addition of a healthy 
unregulated business for further growth 
and additional income. Revenues have 
soared some 76.00% since 2014. Return 
on its ample capital is running at 4.70%, 
while the return on shareholder equity is 
better at 6.90%.

The stock yields 4.14%, which has 
been rising in distribution over the past 
five years, and it is still a value at only 
1.45 times its book of assets and only 
2.60 times its trailing sales.

DUK is a buy in Cycle C of the 
Incredible Dividend Machine in a 
tax-free account under a raised price 
of $91.00.

Niche Investments
The Niche Investments portfolio is 

a collection of stocks, funds and other 
investments that I use as my “farm 
team” for the Total Return Portfolio and 
the Incredible Dividend Machine. These 
investments are being tried out to see if 

they can prove out to be great additions 
or replacements for the main portfolios. 

And it’s also for former stocks and 
funds of the main portfolios that still 
may be great to own, but which need 
to be tested further if they are to rejoin 
the core portfolios.

The Niche Investments list can 
be found on the Profitable Investing 
website with specific buy-under prices. 
They are also great for additional 
investments beyond the core portfolios.

At this time, there are a few new 
sells to note. 

JPMorgan Chase (JPM) is now 
a sell. Year to date, the stock has 
generated a return of 15.21%. But 
changes in interest rates are impeding 
improvements in interest margins, and 
regulatory reforms are being dragged 
out and hindering efficiency gains. 
Sell JPM.

Next is Intel (INTC), which I placed 
on hold back in April and is now a 
sell. I continue to be concerned about 
its lack of progress in gaining more 
recurring income. Also, trade conflicts 
with China are impacting suppliers and 
customers. The market return to date is a 
meager 2.20%. Sell INTC.

In the petroleum market, I’m 
winnowing my picks in the Niche 
Investments as well. This means 
selling Chevron (CVX), which 
has turned in a return to date of 
15.26%, and Andeavor Logistics 
(ANDX), which has generated a year 
to date return of 17.23%.

Andeavor is a passthrough that 
was dropped down (spun-off) from 
Andeavor Petroleum, which was 
acquired by Marathon Petroleum last 
year. I see that while it has great pipeline 
assets, management from its primary 
owner in Marathon isn’t helping, and 
I have concerns about its leverage and 
debt. Sell CVX and ANDX. 

Digital Realty Trust Series J 
Preferred 5.25% (DLR.PJ) is also 
a sell. While I like the common stock 
and see further growth and income, 
the preferred’s price is too expensive 
given that the call that is coming up 
in 2022, which reduced the effective 
yield. Sell DLR.PJ.

In addition, some of the Niche 
Investments have been moved up. 
As mentioned previously, EPR 
Properties (EPR) and Duke Energy 

(DUK) are both being brought up to 
replace two outgoing members of the 
Incredible Dividend Machine.

Model Mutual Fund 
Portfolios

The Model Mutual Fund Portfolios 
are weighted to the best sectors of 
the US markets that are geared to 
provide growth and income over time. 
And they are structured to follow the 
general theme of the main Total Return 
Portfolio. As such, the stock fund 
allocation is set at 56% overall. For 
each individual fund, I continue to 
recommend a roughly equal weighting 
for each of the stock funds.

This continues in the fixed income 
sectors that are focused on corporate 
bonds, preferred stock as well as the 
buoyant municipal bond markets. The 
fixed income allocation is set at 44% 
overall, including an 11% allocation 
to cash. As is the case for the stock 
allocation, the individual fixed income 
funds should be weighted evenly. 

Please note that the municipal 
bond funds can be bought in tax-free 
accounts. Some brokerages give 
warnings about this. But there are no 
restrictions to doing this. You will 
give up some of the tax-free income 
advantage, but the total return prospects 
for this market remain compelling.

Stock Allocations
The allocations in the stock sections 

of each of the model mutual fund 
portfolios, with the exception of the 
T. Rowe Price All-in-the-Family 
Portfolio, have specific sector funds, 
ETFs and closed-end funds that track 
the sectors I see continuing to benefit 
from the expanding US economy. 

The T. Rowe Price company, as 
noted in previous issues, has limited 
sector-focused funds. So, I have 
evaluated the holdings of the funds 
to approximate the sector allocations. 
Using the surrogates from the Vanguard 
indexed ETFs, the general market with 
a dividend focus continues to do well 
year to date, with a return of 12.89%.

This is the baseline for the stock 
market. But moving into the more 
attractive and defensive market 
sectors, REITs continue to gain from 
improving property values and rising 
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income fueling increasing dividends. 
This is resulting in a return year to 
date of 22.32%.

The utilities market is also gaining 
from the security of essential services 
businesses, which in turn fuel ample and 
rising dividends. This sector has turned 
in a year to date return of 14.74%.

Healthcare has traditionally been 
a reliable growth market through 
thick and thin. Americans continue 
to demand and consume more and 
more healthcare and related products, 
providing security in company 
revenues and reliable dividends. This 
sector has been affected by concerns 
over potential government changes 
in healthcare rules. But those are still 
well in the future. This sector has 
generated a return to date of 8.83%.

The technology sector is challenged 
by the trade negotiations, which may 
further impact supply chains in China 
as well as sales in China and Europe. 
But the innovation engines remain 
at full throttle, resulting in a return 
to date of 25.79%, which dwarfs the 
general stock market’s return.

The petroleum and energy markets 
remain uncertain. Supply of crude 
oil outside of the US continues to be 
threatened by internal hostilities among 
members of The Organization of 
Petroleum Exporting Countries (OPEC) 
and externally by sanctions on others, 
including some attacks on ships and 
pipelines in the Middle East. In the 
US, shale producers are pumping, and 
infrastructure to transport it is coming 
online. However, slowing demand is 
holding down prices.

All this said, US companies remain 
great sources of cash flows and are 
fueling US regional economic growth. In 
turn, they’re generating ample cash for 
bigger dividends. The sector has turned 
in a year-to-date return of 9.61%. 

Fixed Income Allocations
The fixed income allocations, again 

with the exception of the T. Rowe Price 
All-in-the-Family Portfolio, have specific 
sector funds for corporate bonds, 
preferred stocks and municipal bonds.

The US economy continues to grow, 
with little inflation in sight. This is 
providing excellent opportunities for 
specific sectors of the bond markets, 
especially with a docile Federal 

Reserve Bank that is still expected to 
ease monetary conditions.

Corporate bonds are doing well. The 
economy is bringing more revenues to 
companies, which in turn makes them 
better credit risks. And with their yields 
sitting above the yields on Treasuries, 
they’re more in demand. The sector has 
generated a year-to-date return of 6.45%.

Preferred stocks are the bonds of 
the stock market. They provide the 
certainty of largely fixed dividends 
that are paid first before dividends 
to common stockholders. They 
are defensive and bigger income-
producing investments that are perfect 
for the current market. The sector has 
generated a return to date of 10.58%.

Municipal bonds continue to be a 
go-to market for improving prices with 
yield premiums to US Treasuries. With 
the economy doing better, tax revenues 
for most state and local authorities are 
improving, which in turn drives up 

credibility and bond prices. The sector 
has turned in a return to date of 4.74%.

All-in-the-Family Fund 
Portfolios

The three All-in-the-Family Fund 
Portfolios have allocations to the stocks 
and fixed income investments that 
follow the themes of the Total Return 
Portfolio. The Fidelity and Vanguard 
fund portfolios have sector funds for 
each of the allocations, while the T. 
Rowe Price, with its limited offerings, 
has similar internal holdings in the funds 
selected for the portfolio. There are no 
changes in the allocations at this time.

Fund Supermarket Portfolio
The Fund Supermarket Portfolio takes 

the best of the mutual fund and ETF 
market offerings and combines them 
into a best collection of funds. The stock 
allocation maintains the majority of 
Vanguard funds, with the addition of the 
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Fidelity fund for technology.
The fixed income allocation brings 

in the Osterweis Strategic Income 
Fund (OSTIX). It continues to be a 
well-researched and managed fund 
with a current focus on corporate bond 
opportunities, which is great for the 
current market. Along with a preferred 
stock ETF and the municipal bond 
fund, the portfolio is well-positioned 
for income and growth and requires 
no changes at this time.

Hassle-Free ETF Portfolio
The goal of the Hassle-Free ETF 

Portfolio is to be an easy-to-execute 
collection of great ETFs in the sector 
allocations needed to follow the themes 
of the Total Return Portfolio. Vanguard 
continues to expand its offerings 
and tailored offerings for specific 
sectors. This makes it easy to build 
and own a portfolio with little hassle. 
This portfolio is good to go, and no 

changes are required at this time. 

The Ten-Minute Retirement 
Portfolio

Like for the Hassle-Free ETF 
Portfolio, the Ten-Minute Retirement 
Portfolio is set up to buy and own a 
great sector-weighted portfolio in the 
stock and fixed-income allocations 
with as little work as necessary. I 
continue to recommend the addition 
of the Goldman Sachs MLP Income 
Opportunities Fund (GMZ), which 
is a closed-end fund in the energy 
infrastructure market. The portfolio 
has a year to date return of 13.34%. 
No changes here.

You Have Questions, 
I Have Answers

I always appreciate your queries and 
comments on my work in Profitable 
Investing and the Journal. Please keep 
your queries and comments coming. 
You can email my team at feedback@
investorplace.com (put Profitable 
Investing or Neil George in the subject 
line) or call us at 1-800-211-8566.

Here are some of the questions that I 
recently received:

Q: Is the US Treasury yield curve 
inverted and what does this tell us 
about the economy and stock and 
bond markets?

A: The US Treasury yield curve 
is only partially inverted with yields 
under two years higher than yields 
for bonds in maturities going out just 
beyond 10 years. But yields on the 
longer end of the curve are still higher.

Fidelity (800/544-8888) T. Rowe Price (800/638-5660) Vanguard (800/662-2739)
Stocks (56%) Stocks (56%) Stocks (56%)
iShares Core High Div ETF (HDV) Equity Income (PRFDX) High Dividend Yield ETF (VYM)
Real Estate Investment (FRESX) Value (TRVLX) Real Estate ETF (VNQ)
Select Utilities (FSUTX) Growth Stock (PRGFX) Utilities ETF (VPU)
Select Software & IT Svcs (FSCSX) Real Estate (TRREX) Information Technology ETF (VGT)
Select Energy (FSENX) Science & Technology (PRSCX) Energy Fund (VGENX)
Select Health Care (FSPHX) Health Care Fund (VGHCX)

Fixed Income (44%) Fixed Income (44%) Fixed Income (44%)
High Income (SPHIX) Spectrum Income (RPSIX) Intermed.-Trm Inv.-Grade (VFICX)
Principal Preferred Securities (PRFCX) Cash (11%) iShares Pref. and Income Secs. ETF (PFF)
Intermediate Municipal Income (FLTMX) Tax-Exempt Bond ETF (VTEB)
Cash (11%) Cash (11%)

All-in-the-Family Fund Portfolios

The Incredible Dividend Machine
Cycle A (January, April, July, October) T/TF Buy Under
BCE Inc. (NYSE: BCE, 5.17%) TF $46.50 
Cisco Systems (NASDAQ: CSCO, 2.44%) TF $56.00 
EPR Properties (NYSE: EPR, 5.79%)* (Replaces NTRS) T $80.00 
Merck (NYSE: MRK, 2.60%) TF $85.00 
Mondelez International (NASDAQ: MDLZ, 1.88%) TF $55.00 
Northern Trust (NASDAQ: NTRS, 2.80%) TF SELL
PPL Corp. (NYSE: PPL, 5.23%) TF $33.00 
South Jersey Industries (NYSE: SJI, 3.40%) TF $36.00 
Cycle B (February, May, August, November)
AT&T (NYSE: T, 6.27%) TF $37.00 
Colgate-Palmolive (NYSE: CL, 2.34%) TF $74.00 
General Mills (NYSE: GIS, 3.63%) TF $54.00 
Magellan Midstream Partners (NYSE: MMP, 6.50%) T $65.00 
ONEOK Inc. (NYSE: OKE, 5.11%) TF $69.00 
Realty Income Corp. (NYSE: O, 3.70%)* T $75.00 
Verizon (NYSE: VZ, 4.20%) TF $62.50 
Cycle C (March, June, September, December)
Dominion Energy (NYSE: D, 4.74%) TF $78.00 
Duke Energy (NYSE: DUK, 4.14%) (Replaces MPC) TF $91.00 
Easterly Gov’t Properties (NYSE: DEA, 5.58%) T $21.54 
Marathon Petroleum (NYSE: MPC, 4.08%) TF SELL
Main Street Capital (NYSE: MAIN, 5.85%)* T $42.00 
Pfizer (NYSE: PFE, 3.30%) TF $45.00 
Public Svc. Enterprise Group (NYSE: PEG, 3.08%) TF $62.00 
Ventas (NYSE: VTR, 4.42%) T $73.00 
*Monthly dividend payer
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Traditionally, the yield curve is 
considered inverted when the 2-year 
yield is higher than the 10-year yield, 
which isn’t the case now. There has 
been a lot of talk about the inverted 
curve and fears that the US economy 
is heading for recession. 

But this isn’t a definitive indicator. 
There’s a lot involved in the bond and 
interest rate markets. First, the US 
Treasury has been focusing issuance 
on shorter-term maturities, adding to 
supplies, while longer-dated issuance 
has been less so, reducing supplies.

Also, demand for bonds comes 
from various investors with different 
goals. Some use Treasuries for cash 
management and are buying shorter-
dated Treasuries. I recommended this 
strategy last year in the Total Return 
Portfolio. Others are buying to lock 
in yields for portfolios that are used 
to fund insurance companies’ and 
pension funds’ portfolios.

The key question to ask is: Are people 
buying longer-term Treasuries when 
inflation is slowing, making the real 
returns look more attractive? People buy 
long-term Treasuries when expectations 
for lower yields in the future make for 
bargains to lock in yields.

Inflation tends to fall in recessions 
and rises in growth economies. But that 
hasn’t been the case in the long-running 
economic growth that the US has been 
enjoying. Competition and innovation 
are keeping a lid on inflation, along 
with changes in consumer demand 

for particular goods and services. 
And even with trade tariffs, prices for 
wholesale and consumer goods have 
been subdued, confirming low inflation 
for some time.

I’m watching the Treasury yield curve, 
as well as the rest of the bond markets, 
which continue to perform well. So far, 
so good and no sign of recession.

Q: When you recommend 
stocks that have previously been 
recommended, should I be adding 
to my positions? Why are they the 
same stocks?

A: In every issue and Journal, 
I showcase recommendations that 
make the most sense to buy right now. 
They can include existing holdings in 
the model portfolios, as well as new 
recommendations or those that were 
held in the Niche Investments moving 
to buys in the Total Return Portfolio or 
Incredible Dividend Machine.

Profitable Investing isn’t a trading 
service, but rather a guide to gradual 
investment for lower-risk, longer-

term growth with plenty of dividend 
income. This means many of the 
holdings will continue to be good 
buys, along with new additions. 

I know that dividend income is 
coming into subscribers’ portfolios 
just as they do on paper for the 
model portfolios. This means cash is 
available to reinvest into additional 
shares of existing stocks, as well as 
funds and other recommendations. In 
addition, for subscribers with available 
cash, the reiterated buys of existing 
holdings provide direction for the best 
buys given the market and economic 
conditions and how I see them playing 
out in the months to come.

Q: You have mentioned gold in 
some of your recent webinars and 
in the Journal. Is now the time to 
buy? And if not, when?

A: I have been closely researching 
and evaluating the gold market and 
the variety of ways to invest in it. I’m 
concerned about gold in general, as 
it can be a fickle market in the short 

Fund Supermarket 
Portfolio

Stocks (56%)  
Vanguard High Dividend Yield ETF (VYM)
Vanguard Real Estate ETF (VNQ) 
Fidelity Select Utilities Portfolio (FSUTX) 
Vanguard Health Care Fund (VGHCX)
Vanguard Energy Fund (VGENX)
Fidelity Select Software & IT Services 
Portfolio Fund (FSCSX)

Fixed Income (44%)
Osterweis Strategic Income Fund (OSTIX)
iShares Preferred and Income Securities 
ETF (PFF)
Fidelity Intermediate Municipal Income 
Fund (FLTMX)
Cash (11%)

Hassle-Free ETF Portfolio
Stocks (56%)  
SPDR S&P 500 ETF Trust (NYSE: SPY)  
Vanguard Real Estate (NYSE: VNQ)  
Vanguard Utilities ETF (NYSE: VPU)  
Vanguard Information Technology ETF (NYSE: VGT)  
Energy Select Sector SPDR ETF (NYSE: XLE)  
Vanguard Health Care ETF (NYSE: VHT)  

Fixed Income (44%)
SPDR Bloomberg Barclays Intermediate-Term Corporate Bond ETF (NYSE: SPIB)  
iShares Preferred and Income Securities ETF (NASDAQ: PFF)  
SPDR Nuveen Bloomberg Barclays Municipal Bond ETF (NYSE: TFI)  
Cash (11%)  

The Ten-Minute Retirement Portfolio
Stocks (56%)  
SPDR S&P 500 ETF Trust (NYSE: SPY)  
Vanguard Real Estate (NYSE: VNQ)  
Vanguard Utilities ETF (NYSE: VPU)  
Vanguard Information Technology ETF (NYSE: VGT)  
Energy Select Sector SPDR ETF (NYSE: XLE)  
Vanguard Health Care ETF (NYSE: VHT)  
Goldman Sachs MLP Income Opportunities Fund (NYSE: GMZ)  

Fixed Income (44%)  
Osterweis Strategic Income Fund (OSTIX, $5,000)  
iShares Preferred and Income Securities ETF (NASDAQ: PFF)
SPDR Nuveen Bloomberg Barclays Municipal Bond ETF (NYSE: TFI)
Cash (11%)



term, and there are costs to buy, sell and hold it. 
It did provide an offset to the selloff in the S&P 500 Index in the fourth 

quarter of last year, but so too did other markets, including REITs, utilities 
and bonds. And they had solid yields, too.

In general, gold benefits when the dollar is declining, as gold prices rise 
as the dollar slips. Also, gold tends to be further supported when interest 
rates are lower, providing lesser opportunity costs to hold gold and less 
costs to finance it. In addition, gold can rally during market duress.

Right now, the dollar is strong. And interest rates are low, providing 
offsets. The economy is generally good. 

I have a few gold investments that I’ll recommend when I see the timing 
is right that will also provide income. 

One Final Thought
Chaos Brings Opportunities—Focus on What Will Work with 
Safe Havens Paying Income

There is much to like in the US economy, which continues to lead the 
globe with positive growth and very low inflation. In addition, consumers 
remain comfortable enough to spend, and businesses are still budgeting for 
capital expenditures, if at a slower pace. 

And the bond market continues to be well-bid, from Treasuries to 
corporate bonds and municipal bonds—all bringing lower funding costs for 
government and the private sector.

But trade tensions remain, placing more uncertainty on the markets with 
so many companies so interconnected around the world. 

We also have a contentious relationship with the Federal Reserve and the 
White House over monetary policy, including potential actions in the foreign 
exchange markets. Then, add in uncertainty in petroleum markets, the 
ratcheting up of rhetoric ahead of the 2020 elections and saber rattling with 
Iran. As a result, the bull market has a real wall of worry to climb over.

In this issue, I further discuss what continues to work and what has 
run out of progress. Real estate investment trusts (REITs) remain not just 
a haven, but a growth choice. I go through the valuation process for this 
market and recommend buying our REITs, including W.P. Carey (WPC), 
EPR Properties (EPR) and Medical Properties Trust (MPW).

Another haven is utilities, including NextEra Energy (NEE) and Duke 
Energy (DUK). These companies have a reliable base of regulated power 
businesses with additional cash and growth from unregulated markets.

But what has stopped progressing is the US banking market. Lower 
interest rates threaten net interest margins for banks, and a stall in 
regulatory reformation is going to reduce efficiency gains. This means we 
need to sell traditional banks including Citizens Financial Group (CFG), 
Regions Financial (RF), Northern Trust (NTRS) as well as JPMorgan 
(JPM), while buying non-traditional financiers including Hercules Capital 
(HTGC), Main Street Capital (MAIN) and MFA Financial (MFA).

And in the petroleum market, I’m honing my focus by selling Marathon 
Petroleum (MPC), Chevron (CVX) and Andeavor Logistics (ANDV) in 
the Niche Investments. Also in the Niche Investments, I’m tightening the 
list, selling Intel (INTC) and Digital Realty Trust Series J Preferred  
5.25% (DLR.PJ).

So, focus on the havens that will continue to pay you ample dividends as 
we move into the second half of 2019.

All My Best,

 

Neil George

NEIL GEORGE began his 
financial services career in 
1987 with Merrill Lynch 
International Bank in Vienna, 
Austria and subsequently 
held senior positions at 
what are now US Bank and 
globally-based Investec 

PLC. Neil’s long career has included stints as a 
bond trader and the manager of a fixed-income 
fund worth over $1 billion. An income hunter 
at heart, he’s also the former editor of several 
successful investment advisories dedicated to 
finding Wall Street’s best yields. Neil earned 
an MBA in international finance from Webster 
University in Europe and a bachelor’s degree 
in economics from King’s College. His market 
commentary and insights have been featured in 
the Wall Street Journal, Barron’s, Bloomberg, 
CNN and NBC.

Actions to Take 
This Month

1. In the Total Return Portfolio: 
• Sell CFG and RF
• Buy HTGC under $14.50 (T), 

MFA under $8.00 (T), NEE 
under $207.00 (TF), CODI 
under $20.00 (T), MPW under 
$19.50 (T), WPC under $85.00 
(T), WBA under $65.00 (TF) 
and UTX under $137.00 (TF). 

• Hold SBUX. See p. 7. 

2. In the Incredible Dividend 
Machine: 
• Sell NTRS and MPC; 

Replace with EPR under 
$80.00 (T) and DUK under 
$91.00 (TF). 

• Buy MAIN in Cycle C under 
$42.00 (T). See p. 10. 

3. In the Niche Investments: 
• Sell JPM, INTC, CVX, 

ANDX and DLR.PJ. See p. 8. 

4. Check the updated buy under 
prices for the Total Return 
Portfolio and Incredible 
Dividend Machine listed on 
p. 7 and p. 10. In addition, 
check the updated prices for 
the Niche Investments in 
the Portfolios section of the 
Profitable Investing website.

SUMMARY


