
Friends,  
 
DIVIDENDS 
As I’ve mentioned in previous notes, for much of the second half of last year conservative bonds 
struggled in the face of potential interest rate hikes. Typically, weakness in the conservative sectors of 
the bond market translates to weakness in the typical dividend-paying sectors of the stock market: 
consumer staples, utilities, telecom and real estate.  And certainly, those sectors of the market suffered, 
with performance from July 9 – December 31st:  

 Consumer staples -5.1% 

 Utilities -6.2% 

 Telecom -3.4% 

 Real Estate -8.4% 
(Source: Morningstar) 
So does that mean all dividend-paying stocks suffered?  Hardly.  These sectors only represent approx. 
25% of the S&P 500.  If one were willing to venture outside of the typical “dividend income” sectors, 
there are plenty of stocks to choose from that also pay dividends.  In fact, the Lipper Equity Income fund 
category posted a +6.36% return over the same period, indicating there was growth to be had outside 
the traditional “dividend” sectors.  See the attached Lord Abbett article highlighting dividend income for 
more details.  
 
INTERESTING STATS 
Every week, fund manager MFS publishes a one-page article highlighting various interesting 
statistics.  Three items I found particularly interesting in this week’s edition: 

 Bonds vs. stocks: I often tell clients “a bad day for stocks is a bad year for bonds” and MFS 
concurs.  In 2016, the worst day for the S&P 500 was a 3.6% decline on June 24th.  This was a 
larger decline than the worst annual Bloomberg Barclays US Aggregate Bond index over the last 
40 years.  Bonds are much less likely to outperform stocks over time, but historically they offer 
significant protection relative to the volatility of stocks 

 College attendance: in 2016 there were 19 million colleges students in the US, which represents 
the 5th consecutive year of a declining student population 

 College financing: perhaps the cost of college has something to do with it?  Approx. 14% of all 
US citizens carry some outstanding student debt, and not all of them are college age or college 
grads; over 2 million of those borrowers are over 60 years old, and didn’t borrow the money for 
themselves.  Anyone else looking forward to grandparenthood? 

 
INFLATION 
As we continue to reflect on and evaluate 2016, it’s interesting to see that the final reading for inflation 
showed CPI increased 0.3% for December, for an increase of 2.1% for the year (source: First Trust); this 
first time inflation has exceeded the Fed’s target in over two years, and we’re now in an environment in 
which both inflation and unemployment have exceeded the Fed’s targets.  Expect more rate hikes this 
year; First Trust economist Brian Wesbury is looking for 3-4 hikes over the next 12 months.  
 
Have a great week! 
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Past performance does not guarantee future results and there is no guarantee that any forward looking 
statements made in this communication will be attained.  Wells Fargo Advisors Financial Network did 
not assist in the preparation of this report, and its accuracy and completeness are not guaranteed. The 
opinions expressed in this report are those of the author(s) and are not necessarily those of Wells Fargo 
Advisors Financial Network or its affiliates. The material has been prepared or is distributed solely for 
information purposes and is not a solicitation or an offer to buy any security or instrument or to 
participate in any trading strategy. Investors cannot directly purchase any index.  Additional information 
is available upon request. 
 
Investments in fixed-income securities are subject to market, interest rate, credit and other risks.  Bond 
prices fluctuate inversely to changes in interest rates.  Therefore, a general rise in interest rates can 
result in the decline in the bond’s price.  Credit risk is the risk that an issuer will default on payments of 
interest and/or principal.  This risk is heightened in lower rated bond.  If sold prior to maturity, fixed 
income securities are subject to market risk.  All fixed income investments may be worth less than their 
original cost upon redemption or maturity. 
Stocks offer long-term growth potential, but may fluctuate more and provide less current income than 
other investments. An investment in the stock market should be made with an understanding of the 
risks associated with common stocks, including market fluctuations.  
 
Dividends are not guaranteed and are subject to change or elimination. 
 
The Lipper Equity Income Funds Average is an average of funds that seeks relatively high current income 
and growth of income through investing 60% or more of their portfolio in equities. The total return of 
the Lipper Average does not include the effect of sales charges. You cannot invest directly in a Lipper 
Average. 
 
Investors cannot directly purchase any index. 
 
The Bloomberg Barclays U.S. Aggregate Bond Index is composed of the Barclays U.S. Government/Credit 
Index and the Barclays U.S. Mortgage-Backed Securities Index, and includes Treasury issues, agency 
issues, corporate bond issues, and mortgage-backed securities. 
Investment and Insurance products:  

NOT FDIC-Insured NO Bank Guarantee MAY Lose Value 

Investment products and services are offered through Wells Fargo Advisors Financial Network, LLC 
(WFAFN), Member SIPC, a registered broker-dealer and a separate non-bank affiliate of Wells Fargo & 
Company. WHF Wealth Management is a separate entity from WFAFN.  
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