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The Secret to Wealth Creation – Coupon Clipping and Dividend Growth 
BMO Global Dividend Fund 

We recently had the opportunity to sit down with Sri Iyer, Portfolio Manager of BMO Global Dividend Fund (the Fund) to 
talk about its stellar performance in Q4 2021 and is this a sign of better times ahead for dividend stocks? 

In the fourth quarter (Q4) of the year the Fund’s f series units returned 15%, over half of the Fund’s 26% total 
return for the year. Can you give some insight into this stellar return? 

With the accommodative monetary policy retreating and the tightening cycle beginning in developed markets we saw 
company earnings becoming more important and as a result in Q4 companies with strong earnings and cash flows 
outperformed the market. The strong return reflects the shift in market sentiment but it is also the result of strong stock 
picking within the technology sector as companies like Broadcom, Accenture, Lam Research and Microsoft helped drive 
returns.  

Do you think this shift will continue throughout 2022? 

Yes, we do. With the prospect of rising rates in 2022 and beyond we believe this isn’t a temporary phenomenon but 
rather a reversion back to when companies with solid fundamentals and cash flow should attract premium valuations. 
Another outcome of this shift is that many companies, from commodities to technology, have seen their cash balances 
grow and we see an increasing probability that this excess cash will be regularly returned to investors in the form of 
increased dividend payouts or even buybacks rather than through capital expenditure.  

Are there different types of dividend companies you target for the fund? 

Yes, we love Dividend Payers and Dividend Growers. 2020 and 2021 were years where the Fund wasn’t rewarded for our 
focus on high dividend payers and dividend growers and we lagged global indices and some of our competitors. We stuck 
with our focus on dividend payers and growers because we’re confident in our research that over the longer term this 
focus provides investors with the potential for growth but also some downside protection in volatile markets.  
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Any thoughts on competitor dividend funds and how they invested during 2020 and 2021? 

Most global dividend funds stayed true to their investment style. However, when the market doesn’t reward your asset 
class for an extended period of time it is hard to resist investing in what’s winning in the moment. As a result a few 
competitors may have been focused less on dividends and more on total growth. While these funds may have benefited 
in the short term, when volatility returns, as we’re seeing in January, higher growth companies are getting punished more 
than quality dividend paying companies, which typically provide some downside protection.  

How do you determine what companies are ripe for dividend increases/decreases? 

This is one of the most important benefits of our Fund. We forecast earnings and dividend growth as well as dividend and 
earnings cuts one year into the future for the approximately 3,200 companies in our universe. We’ve developed a 
forecasting model that uses machine learning and artificial intelligence to run through up to 2000 predictions for a 
company’s future earnings and dividends. In February of 2020 the model indicated that there was a 60% chance that 
Royal Dutch would cut its dividend for the first time since world war II. We used the Human Intelligence part of our 
process to review the model forecasts and got out of the stock. Subsequently the company cut its dividend. This is a 
competitive advantage against many dividend managers in global markets. 

How does this ability to reliably predict dividends impact the Fund? 

If you can reliably predict dividend growth or dividend cuts you can avoid downside risk that in turn is an important factor 
to build wealth. If you build a diversified portfolio of global dividend stocks that can pay over 2% a year on a consistent 
basis and which also consistently grows year over year between 5-7%, that is a very efficient and effective way to grow 
your investments over the long term. Think of the dividend like a coupon you get while a company’s dividend grows.  
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How accurate are your predictions? 

There is no model which is 100% accurate (i.e., COVID-19) but I’m pleased to say that in 2021 approximately ~90% of the 
portfolio holdings had dividend increases and approximately ~65% had share buybacks. Equally important from a 
downside protection perspective is that there were 0 holdings in the fund that had a dividend cut. That has been 
consistent since the underlying strategy was started back in 2008 and we’ve never been invested in a dividend payer 
when it cut its dividend. So, if you consistently grow your dividends and avoid the cuts, you’ve got an excellent strategy 
for long term wealth generation.   

 

 

Performance is for BMO Global Dividend Fund Series F. Series F units are only available to investors who participate in eligible wrap programs or flat fee 

accounts with their registered dealers that have entered into a Series F Agreement with BMO Investment Inc. 

 

 

 

 

 

 

 

 

 

 

Series  Front End† Low Load Deferred Sales Charge* 

Advisor Series (CAN$/US$) BMO99725/BMO79725 BMO98725/BMO78725 BMO97725/BMO77725 

F Series (CAN$/US$) BMO95725/BMO40725 - - 

 

* Sales Charge. † Low Load and DSC purchase options are no longer available for sale. 

 

 

Source; BMO Global Asset Management as of December 31, 2021. Series inception August 12, 2013 
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This communication is intended for information purposes only and represents views of Guardian Capital LP, the portfolio manager of the BMO 
Global Dividend Fund and their assessment at the time of publication.  
 
The comments contained do not necessarily represent the views of BMO Global Asset Management. The views are subject to change without 
notice as markets change over time. The information contained herein is not, and should not be construed as, investment advice to any party. 
Investments should be evaluated relative to the individual’s investment objectives and professional advice should be obtained with respect to 
any circumstance. 
 
Any statement that necessarily depends on future events may be a forward-looking statement. Forward-looking statements are not 
guarantees of performance. They involve risks, uncertainties, and assumptions. Although such statements are based on assumptions that are 
believed to be reasonable, there can be no assurance that actual results will not differ materially from expectations. Investors are cautioned 
not to rely unduly on any forward-looking statements. In connection with any forward-looking statements, investors should carefully consider 
the areas of risk described in the most recent simplified prospectus. 
 
BMO Global Asset Management is a brand name that comprises BMO Asset Management Inc. and BMO Investments Inc 
 
Commissions, trailing commissions (if applicable), management fees and expenses all may be associated with mutual fund 
investments.  Please read the fund facts or prospectus of the relevant mutual fund before investing. The indicated rates of 
return are the historical annual compounded total returns for the period indicated including changes in unit value and 
reinvestment of all distributions and does not take into account sales, redemption, distribution or optional charges or income 
taxes payable by any unitholder that would have reduced returns. Mutual funds are not guaranteed, their values change 
frequently and past performance may not be repeated. Distributions are not guaranteed and are subject to change and/or 
elimination. 
 
For a summary of the risks of an investment in BMO Mutual Funds, please see the specific risks set out in the prospectus.   
 
BMO Mutual Funds are managed by BMO Investments Inc., which is an investment fund manager and a separate legal entity 
from Bank of Montreal. 
 
®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence. 
 
 


