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  1.
Stock Picking Is  
A Great Way To  
Lose Money
Stock picking is a great way to make money 
in the right circumstances. If, however, you 
don’t have the time to put into researching 
and market watching stock picking can be 
more than a frustration. It can be a way 
not only to erode retirement savings but to 
wipe them out. Volatility kills the uninitiated 
and adept alike which is why buy-and-hold 
investing is so attractive.

Buy-and-hold investing. Buying and holding 
stocks for an extended period of time, most 
often years if not decades is the foundation of 
investing because it is investing, not trading, 
speculating, or gambling. Investing means 
putting your money into a well-run operation 
with the expectation of a consistent return. 
A return that can be reinvested or used as 
cash flow but a return. Not some expectation 
of future profits but a real return that retirees 
can use to pay the bills.

But what makes a great buy-and-hold stock? 
In hindsight, shares of Amazon, Apple, 
Microsoft, and even Facebook seem like  

good buy-and-hold stocks because of the 
meteoric rise in their share prices, and they 
may even qualify now, but they were once very 
risky tech start-ups that buy-and-hold investors 
would do well to avoid. Instead, buy-and-hold 
investors need to focus on well-established 
businesses that have, well, been around forever. 
At the very least, they need to have a blue-chip 
quality business or brand that will stand the 
test of time so that they can be held for years 
while paying dividends.

Dividends are central to buy-and-hold investing 
because that is how blue chip companies 
share profits with their shareholders. Dividends 
are not only a good return on invested dollars 
but they can also reduce volatility in a stock. 
The more shareholders that buy and hold 
with the idea of holding through good and 
bad times the fewer shares will be available 
for sale when those bad times come around. 
The strong holders reduce volatility because 
they take shares off the market and this is a 
phenomenon that some companies like  
to foster.
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  2.
Dividend Paying 
Companies Want You 
To Buy And Hold

Dividend increases and specifically regular 
annual dividend growth are a good way for a 
publicly traded company to foster buy-and-hold 
investing. If the dividend is growing investors 
can expect an ever-increasing yield on their 
original investment that will not only boost their 
returns but help to offset the rot of inflation. 
And dividend growth can drive the value of the 
stock higher too. A stable payout worth 2% of 
the stock price is still worth 2% in yield when 
the distribution is increased. If the stock price 
is too low after the dividend is increased, the 
market will move higher to bring the yield back 
into alignment.

Two notable groups of dividend growth stocks 
are the Dividend Aristocrats and Dividend 
Kings. These groups have been raising their 
annual distributions for at least 25 years for 
the former and 50 years for the latter. Aside 
from the number of years of increases, the 
differences between the two groups include 
market cap and listing which mean the 
Aristocrats are S&P 500 companies with a 
minimum market cap while the Kings are 
merely companies that have increased their 
payouts consistently for 50 years.

Regardless of Aristocrat or King status, 
these stocks have proven over time to be 
consistent dividend payers. This makes them 
safe dividends in all conditions which is a 
fact proven during the pandemic. The list 
of Dividend Kings and Dividend Aristocrats 
grew longer, not shorter, during the pandemic 
even while dividends were being cut and 
suspended across sectors and industries. For 
income investors, this is news you can bank 
on. Ultimately, what does it matter, the day-
to-day worth of your shares, when the income 
they produce continues to grow? Anyway, the 
volatility that does arise is best used as buying 
opportunity for reinvestment of earnings.
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  3.
Apple Is Worth  
A Bite Or Two
Apple (NASDAQ: AAPL) is not a Dividend 
King or even a Dividend Aristocrat but it is 
a high-quality dividend payer and among 
the bluest of blue-chip tech stocks. Apple is 
also a dividend growth stock with metrics 
(and underlying fundamentals) that have it 
on track to extend its streak of distribution 
increases to 25 and eventually 50 years. As 
it is, the stock is paying out about 0.5% in 
yield but, more importantly, only 15% of the 
earnings. This means the company has ample 
room in its cash flow to increase the payout 
because most Dividend Kings are paying out 
60% to 70% of theirs.

In regard to the pace of increase or CAGR 
(compound annual growth rate), Apple has 
been increasing its dividend at an 8.5% CAGR 
which is both attractive and sustainable. 
Mature Dividend Kings may be increasing 
their payouts consistently but many are doing 
so at a low single-digit rate. That’s not the 
kind of increase that spurs rapid acceleration 
of share prices but it can sustain a market 
over time.

Apple and its rock-solid balance sheet also buy 
back shares which increases the value of the 
capital return program. The company increased 
the buyback by $90 billion in mid-2020 and can 
be expected to continue buying back shares 
long into the future. In regard to the balance 
sheet, the company is carrying debt like most 
tech companies but leverage is low, debt is in 
decline, and the cash balance is enormous.  
The company tends to carry a large amount 
of cash (more than $30 billion on an average 
quarterly basis in 2022) and has more than 
$110 billion in current assets. More than 
enough to sustain operations.

And the analysts are Buying Apple too. The 
analysts keep the stock pegged at a Moderate 
Buy with a consensus target that tends to trend 
higher albeit not without periodic softening. 
This is important to note because there are 
33 sell-side analysts covering the stock which 
means quite a bit in terms of total ownership 
and volatility. The institutions also tend to like 
Apple and own more than half of the company 
which is quite an achievement for one of the 
widest held buy-and-hold stocks on the market.

https://www.marketbeat.com/stocks/NASDAQ/AAPL/
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  4.
Walmart,  
A King Of Retailers
Walmart (NYSE: WMT) is a Dividend Aristocrat 
and is also on the verge of achieving Dividend 
King status, too.  
The company announced its 49th consecutive 
annual increase in early 2022 and is on track 
to extend the streak well beyond the  
50-year mark.

The payout is about 1.65% in yield with the 
stock trading near 23X its earnings and the 
underlying metrics are healthy. The company 
is paying out only 37% of its earnings which 
leaves plenty of room in the cash flow even 
with the company’s debt load. Walmart 
carries quite a bit of debt but, relative to its 
size, the leverage ratio is low and tends to 
run in the low-single-digit range. The only 
drawback is that increases have slacked off 
to a tepid 2% range but this is expected from 
mature dividend-payers like Walmart.

There are other high-quality dividend stocks 
in the retail world including Costco and 

Target but there are differences to consider. 
The difference with these two is that Costco’s 
0.65% yield costs nearly twice as much relative 
to earnings as Walmart’s larger yield and Target 
gives no exposure to the membership club 
universe. The rise of inflation following the 
pandemic has shoppers flocking to discount 
names like Costco and Walmart’s Sam’s Club 
and that strength is seen in the company’s 
results. Target is another good choice but, if 
you are only buying and holding one retailer 
Walmart is the better choice because of its  
dual exposure.

The analysts keep Walmart pegged at a 
Moderate Buy as well although the price 
target will fluctuate in tandem with economic 
conditions. The institutions are less bullish 
on Walmart, however, owning only 30% of the 
stock, but that is offset by a very high 47% 
inside ownership that makes Walmart a very 
tightly held issue.

https://www.marketbeat.com/stocks/NYSE/WMT/


7

  5.
Pepsico Stands  
Out Among 
Consumer Staples

Pepsico (NASDAQ: PEP) is a high-quality 
consumer staples stock and that is saying 
something coming from a sector filled with 
high-quality dividend growers. Relatively 
speaking, it doesn’t come with the value or  
high yield of a name like Kraft-Heinz nor the 
high price and lower yield of a name like 
Hormel which makes it a fair representation of 
the sector in regards to its investment quality.  
In relation to its closest competitor The 
Coca-Cola Company, Pepsico offers several 
advantages that make it a more attractive  
buy-and-hold forever type of stock.

Among the advantages are the companies 
differing strategies. While both remain focused 
on their core beverage strategies Coca-Cola is 
doubling down on beverages and expanding 
into verticals outside the realm of soda and 
Pepsico is not. Pepsico, on the other hand, 
diversified into snacks with a merger with 
Frito-Lay early on and has since built on that 
strategy with the addition of Quaker Oats 
and Tropicana. Now Pepsico is a diversified 
drinks and snacks business with a clearer 
path to sustainable growth. Among the latest 
innovations the company has worked on is the 
creation of a vegetable protein-based non-
meat meat-snack category with Beyond Meat. 
The joint venture has already created several 
vegetarian jerky products and more are on  
the way.

Another advantage in investment in Pepsico 
versus The Coca-Cola Company is the dividend. 
The Coca-Cola Company pays a slightly higher 
2.75% yield compared to Pepsico’s 2.65% but 
the outlook for growth is much better. The 
Coca-Cola Company has been increasing its 
payout for 59 years compared to Pepsico’s 49 
years and it comes with the expected metrics 
of a high payout ratio and low CAGR. The 
takeaway is that Pepsico is paying out less 
of its earnings and increasing the payout at a 
quicker rate which is aiding outperformance in 
the underlying stock.

https://www.marketbeat.com/stocks/NASDAQ/PEP/
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  6.
Johnson & Johnson 
For Diversified 
Healthcare Coverage
Johnson & Johnson (NYSE: JNJ) is one of the 
oldest and best-run healthcare companies 
with an incorporation date of 1886.  
The company operates in three segments 
including consumer, pharmacy, and MedTech, 
and its portfolio include some of the oldest 
and best-established brands on the market. 
The consumer segment alone commands 
category-leading brands like Listerine, Tylenol, 
Sudafed, Band-Aids, Benedryl, and Carefree 
so its business is assured. The pharma and 
Medtech segments round out the company 
and give it the most comprehensive coverage 
of any major healthcare company on the  
open market.

When it comes to the dividend, Johnson & 
Johnson has an attractive payout relative to 
the broad market and other Dividend Kings. 
The stock yields 2.65% trading at 16.5X 
its earnings which makes it fairly valued 
relative to the S&P 500 and a better yield by 

more than 100 basis points. In regard to the 
other Dividend Kings, the 2.65% yield is above 
average and comes with some of the most 
attractive metrics in the group. The payout ratio 
is only 43% of the earrings which means there 
is ample room for dividend increases and at a 
higher than average pace as well. The CAGR is 
running near 6% which isn’t all that much but 
double what you might expect from the  
average King.

The analysts keep this stock pegged at a 
Moderate Buy under most circumstances 
and the price target holds fairly steady as 
well. That may drag on the price action but 
the institutional activity will not. Institutional 
activity in the wake of the COVID-19 pandemic 
has the total ownership up to 69% and trending 
higher on a quarter-to-quarter basis. The 
takeaway from the JNJ price chart is that it has 
been in a steady, sustained, and strong uptrend 
for the last decade and the fundamentals are in 
place to keep the stock moving higher.

https://www.marketbeat.com/stocks/NYSE/JNJ/
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Cisco Systems  
Is Fundamental  
To The Internet
Founded in 1984, Cisco Systems  
(NASDAQ: CSCO) is one of the youngest 
companies on this list but it is a blue cup 
tech company and fundamental to the 
Internet. The company makes a wide range 
of IP-based hardware and software to operate 
it that is used by businesses and industries 
of all stripes. Its networking and routing 
equipment is fundamental to not only the 
Internet but the Internet of Things and Edge 
computing as well and those aspects of 
computing are accelerating with the rise 
of 5G.

Along with its positioning, the company is on 
track to be a Dividend Aristocrat which helped 
it earn its spot in the lineup. Cisco is among 
the higher-yielding names in our line-up as 

well with a payout worth 3.2%. The company 
has been increasing for 10 consecutive years 
already and also established a reputation 
as a buyer of its own shares. The dividend 
distribution is only 45% of the earnings which 
is another plus, and the outlook for revenue 
and earnings growth is positive despite fears of 
slowing that are associated with rising inflation, 
the FOMC, and interest rate hikes.

Another of Cisco’s attractive qualities is the 
ongoing business transformation from a 
pure-play product company into a diversified 
products and services company. At the end of 
fiscal 2022, the services business was up 8% 
YOY to $22.9 billion and 44.4% of the net. At 
the pace of growth services are sustaining, the 
higher-margin end of the business will overtake 
product revenue within a few years.
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V.F. Corporation 
Never Goes Out  
Of Style
V.F. Corporation (NYSE: VFC) is more than 
120 years old but its fashions never go out of 
style. Among the many iconic brands under 
the umbrella of this apparel maker are North 
Face, Timberland, Vans, and Dickies just 
to name a few. With names like these, the 
company’s business is all but assured and 
should easily carry the company another few 
decades if not for the next century.

V.F. Corporation is also a steady, stable 
dividend payer with 48 years of consecutive 
increases to its credit. Market conditions 
have the yield up in the 4.5% range with this 
one as well but there is little risk of a cut or 
suspension. The 48-year history of increases 
is backed up by a solid balance sheet and 
ample cash flow that has the payout ratio 
running in the range of 66%.

The 66% payout ratio is on the high side but 
still well within tolerable limits and offset 
by a declining debt load. V.F. Corporation’s 
debt ballooned in 2020 and 2021 due to 
some acquisitions that are already paying 
for themselves, when the debt comes back 
to historic levels larger distribution increases 
may follow. As it is, investors should expect 
annual increases in the low-single-digits.

The biggest risk for V.F. Corporation investors 
is that the pace of dividend increases will 
slow. Softening retail trends in the back half 
of 2022 have put pressure on the earnings 
outlook so, with the payout ratio already at 
66%, smaller increases should be expected. 
Regardless, the 4.5% dividend yield is the 
highest on this list and enough on its own.
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https://www.marketbeat.com/stocks/NYSE/VFC/
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  9.
Duke Energy 
Corporation Will 
Power Returns  
For Years
Duke Energy (NYSE: DUK) isn’t all that 
close to becoming a Dividend Aristocrat 
but it is a reliable dividend payer that has 
issued a quarterly dividend on its stock 
for 96 consecutive years. The takeaway is 
the payout is reliable and a relatively high 
payout at 3.6% of the stock price with shares 
trading near $110. The payout ratio is high 
at 75%, too, but that is in relation to average 
dividend-paying stocks. When compared to 
other utility companies, whose business is 
returning capital to shareholders, the payout 
ratio is in line with the group and not much of 
a surprise at all.

A look at the chart may make you think Duke 
Energy Corporation is a growth stock and 
to some extent it is. The company has been 
building its empire but is also supported by an 
uptrend in housing and inflation. Duke Energy 
Corporation’s product is heavily regulated by 
the government and includes protections for 
revenue and margin that provide a tailwind for 
the business. Within a portfolio of buy-and-hold 
stocks, Duke Energy Company represents a 
Real Asset and provides not only diversification 
away from traditional stocks but also some 
protection against inflation.

https://www.marketbeat.com/stocks/NYSE/DUK/
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  10.
Buy-And-Hold Stocks 
Are Proven Winners

Buy-and-hold investors need to be able to rely 
on their income, and they need to be able to 
rely on their income especially when times 
are tough. The best buy-and-hold stocks are 
already proven winners.

One of the best and easiest ways to identify 
a proven winner is to look at its ability to 
pay dividends, the dividend payment, and 
the history of dividend increases. A history 
of dividend increases not only adds value to 
the investment over time, but it encourages 
the market to hold the stock and collect the 
increasing dividend payments. A stock with 
a high percentage of buy-and-hold investors 
tends to have reduced volatility as well which  
is a quality that can boost the total return  
over time. 

The Dividend Aristocrats are an attractive 
lot because they’ve proven they can sustain 
dividend increases through thick and thin 
for 25 years and the Dividend Kings are even 
better positioned. They’ve sustained dividend 
increases for 50 consecutive years establishing 
without a doubt their commitment to paying a 
regular and growing dividend. They’ve done it 
during uptrends and downtrends, through bull 
markets and bear markets, during expansions 
and recessions, reliably. Year after year.

Proven winners may see up and downturns 
in their businesses but the underlying 
businesses are sound and the balance 
sheets are healthy which is why they can pay 
consistent dividends. That’s because of sound 
management and financial planning, the kind of 
thinking that gets an investor to the finish line 
and retirement.


