
   

 

 Notes from Keith…  

 

Several years ago, I created the chart on the next page to illustrate how our dividend philosophy would 

have worked if you had invested $1 million in the S&P 500® thirty years ago. I like to review this each year 

with our clients. The chart was recently updated to include 2024. 

 

Our goal in investing for our clients is shown on the front page of each newsletter: 
 
“Our goal is to build an income stream sufficient to meet your retirement needs. We also 
want the income stream to increase over time to offset inflation. To do this, we invest in 
a portfolio of common stocks of some of the best, high quality, financially strong 
companies in the world.” 

 
The S&P 500® is an index of 500 different US companies. These are high quality companies. Many (113) of 
these companies meet our safety requirements and would be purchased if they fell to our buy price. We 
already own many of these fine companies in our client portfolios. 
 

Note the following: 
 

• The $1 million investment would have generated $30,022 in income in 1995. Assuming 
dividends were taken each year and spent, by 2024 the dividend stream would have risen to 
$162,937 per year.  

• The compounded annual increase in income over these years was 6.0% (equal to our 6% goal). 
This was about double the rate of inflation over those years. 

• In only 3 of the 30 years did the income decline.  From a high of $36,345 in 1999, it took until 
2003 for dividends to reach a new high. After the 21.1% decline in 2009, it took from 2008 until 
2012 to reach a new high. 

• Although stock prices are volatile, dividends from high quality stocks are not volatile at all. It is 
rare for income to decline in any year. If there is a decline, the decline is usually small and the 
recovery time is usually short. 

• Note that total dividends collected over the 30 years would have been $2,227,857, over two 
times the initial $1 million investment. 

• The “Dividends Spent” column shows the year-end value of the $1 million investment, assuming 
the dividends were spent. Note the principal declined in 8 of 30 years, including three straight 
years 2000-2002. Principal fluctuates much more than dividends. 

• Assuming the dividends were spent, the $1 million investment would have been worth over 
$12.8 million at the end of 2024. 

• The “Dividends Reinvested” column shows what would have happened if dividends were 
reinvested rather than spent. At the end of 2024, the $1 million investment would have grown 
to over $22 million. This is a compound rate of return of 10.9% per year. 
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This report was prepared by Keystone Financial Planning, Inc., a federally registered investment adviser under the Investment Advisers Act of 1940. Registration as an investment adviser does not 

imply a certain level of skill or training. All information is as of the date indicated and does not reflect positioning or characteristics averaged over any period. All information referenced is for strictly 

information purposes only, and this piece should not be construed as a recommendation to purchase or sell the security referenced. Investing in any security, including the securities presented in 

this presentation, involves the potential loss of principal, and past performance it not necessarily indicative of future results. 


