For Financial Advisors Only

Goodbody Asset Management

Goodbody Dividend Income Fund Suite
Multi-asset | Real return focus

Goodbody Asset Management is passionate about delivering strong investment performance for our customers. We believe
outperformance comes from adhering to a structured and transparent investment process.

This is centred around our three core investment pillars.
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Consistency

Conviction

Compounding

One investment approach across
all strategies.

Concentrated equity portfolios of
between 35 to 45 companies.

Focus on the long-term with low
stock turnover.
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Real returns with reduced volatility

Why consider the Goodbody Dividend Income Fund Suite?
The Goodbody Dividend Income Fund Suite is a range of three funds that offers investors targeted
exposure to a mix of diversified asset classes.
A portfolio of 35 - 45 quality global dividend paying companies provides the ‘engine’ for real
returns throughout the investment cycle within the Fund Suite. Additional asset classes are used
to manage risk and provide diversification.
The Funds are designed to meet a variety of investor goals and can be used on a stand-alone
basis or as building blocks to form part of an overall investment solution.

Multi-asset with target returns
The Funds invest in high quality dividend paying equities
which act as the engine of real returns for investors.
Other assets, such as cash, fixed income and exchange
traded funds are used to provide diversification and
reduce volatility within the Fund Suite.

Active asset allocation
The Investment Team employs an asset allocation
framework to tactically adjust exposure to equities
throughout the investment cycle.

Risk management strategy
Gives additional protection against downside risks.
This strategy helps to reduce volatility and smooth
the returns journey for investors.
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Range of similar funds

What is the Goodbody Dividend Income Fund Suite?
There are three funds currently within the Goodbody Dividend Income
Fund Suite.
The Goodbody Dividend Income 3 Fund (GDI 3)
The Goodbody Dividend Income 4 Fund (GDI 4)
The Goodbody Dividend Income 6 Fund (GDI 6)
The aim of the Fund Suite is to provide investors with the option
to either dial up or dial down exposure to risk within a range of
similar funds.

Fund Suite: Strategic equity exposures
GDI 3

GDI 4

GDI 6

Equity base (%)

40%

70%

100%

Equity range (%)

+/-15%

+/-15%

-15%

Yes

Yes

No

Options strategy to
reduce volatility
Other assets

There is a strong emphasis upon consistency across the range of
funds. For example, the equity holdings in GDI 3 and GDI 4 mirror
the companies in the pure dividend income Fund (GDI 6). In addition,
the asset allocation tilts within GDI 3 and GDI 4 will also be similar.
Benchmark
Target ESMA risk rating
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Cash Deposits,
Cash Deposits,
Government Bonds,
Government Bonds,
Corporate Bonds,
Corporate Bonds,
Exchange Traded Funds Exchange Traded Funds
(ETFs), Real Estate
(ETFs), Real Estate
Investment Trusts
Investment Trusts
(REITS), Other
(REITS), Other

Cash Deposits

Cash +3% p.a. over
5 years

Cash +4% p.a. over
5 years

MSCI World Index
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Source of returns and income

Why invest in dividend paying companies?
Dividends form an important component of total returns over the medium
to long-term

Annual return of the S&P 500
from 29-12-1995 to 31-12-2015

Re-investing dividend income provides a significant contribution to stock market returns over
the medium to long-term. For example, $1,000 invested in the S&P 500 over the 20 years to
the end of December 2015, would have generated a return of $3,319. However, by re-investing
the dividends each year, the return would have yielded $4,816 or 45% more.

Dividends can form an attractive source of income
With the European Central Bank (ECB) holding official interest rates at record low levels,
and many banks now charging customers to hold cash deposits, dividend paying companies
can represent an attractive source of income.

Dividends can often impose financial discipline on company management
Knowing that investors are expecting regular dividend payments often imposes greater financial
prudence upon management teams.

8.2%

6.2%

With dividends re-invested

Without dividends

Value of $1,000 investment in the S&P 500
from 29-12-1995 to 31-12-2015

$4,816

$3,319

With dividends re-invested

Without dividends

Source: Bloomberg.

Warning: Past performance is not a reliable guide to
future performance.
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Disciplined and consistent investment approach

How we choose companies for the Fund Suite?
Goodbody A.I.M.
Our proprietary investment process. It provides a single investment
‘lens’ for considering all equity investment opportunities. This
ensures complete uniformity of process across all of our strategies.
It is a structured and transparent, three stage investment approach
focused on fundamental, company level research.

Aggregate
Global universe
+ 6500 companies in the MSCI World All Cap Index.
Each company assigned return, growth and value scores.

Intel
Each company ranked based on a composite score.
	
Refine output and focus on investment candidates in the
upper deciles of the screen.

Management
Stock selection
Rigorous fundamental company level research.
35 - 45 high conviction holdings per fund.
Portfolio construction with an emphasis on risk management.
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Aggregate We aggregate fundamental financial data for a global universe of companies.
We focus on three key factors - growth, the returns on capital employed by the company and
company valuations. Each company within the universe is ascribed proprietary scores based on
these three factors.
Intel This data is used to construct composite scores for all of the companies. We then rank
and filter all of the companies within our investment screen. The ranking process breaks down
the investment universe into deciles, with companies in decile number 1 the most potentially
attractive to the Investment Team. This helps to create a focused subset of global companies
with financial characteristics that match the core elements of our investment philosophy i.e.
shareholder returns are driven by the ability of a company to generate returns on its capital base
and to grow its business.
Management The Investment Team then perform rigorous and robust bottom up, fundamental
research on the companies in this subset to identify the most attractive investment propositions.
This detailed analysis includes the evaluation of industry structure, company specific competitive
strategy, key growth drivers, business risks and valuation. A key component of the research
process is engagement with company management.
Finally, we construct a focused global portfolio of 35 - 45 companies from the results to get the
right balance of risk and return. Importantly, risk management is embedded throughout the entire
investment process encompassing both individual stock selection and portfolio construction.

Focused selection criteria

What makes our Dividend Income Fund Suite different?
We manage by conviction
Goodbody Dividend Income Funds contain up to 45 companies at any one time. Our investment
process and fundamental analysis are strong enough to allow us to concentrate only on
companies that we expect to significantly outperform over time. Risk management is key.
We diversify according to sectoral and geographic exposures.

25%

Target dividend yield
25% higher than the market

We focus on premium dividend growth rates
The companies we select have progressive dividend pay-out policies that should continue to
generate shareholder returns over the medium-term. So we target a dividend yield 25% higher
than the global equity market yield and expect dividends from these companies to grow by at
least double digits each year.

We invest in a broader universe
Many dividend income funds focus exclusively on large cap companies. But large caps are often
mature and, therefore, have poor dividend growth rates. We look for opportunities to invest
in medium-sized companies that offer reasonable dividend yields and are likely to grow their
dividends faster. Up to 20% of the companies within the Goodbody Dividend Funds can be
classified as ‘mid cap’ companies.

<45

Up to 45 companies in the funds
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Asset allocation framework

How we actively manage the exposure to equities?
In response to any changes in market conditions, we want to be agile enough to take advantage
of opportunities or to protect against loss of capital when volatility increases. As a result,
this strategy employs an asset allocation framework to establish equity exposure (particularly
within GDI 3 and GDI 4) which is pre-defined (equity exposure of 40% and 70% respectively).
The Investment Team can adjust these allocations by tactically moving + or - 15% around the
strategic equity allocation.

The asset allocation framework reviews the changes of the key market
factors and this helps the Investment Team make an assessment of the
appropriate equity allocation.

Tactical asset allocation dashboard
This dynamic asset allocation framework assesses asset factors as priced by the market.
The framework reviews 10 key factors that provide insight into the potential future direction
of equity markets. These factors include commodity prices, currencies, credit spreads, market
sentiment indicators, and technical indicators. The aim of the framework is to help determine the
allocation to growth assets. The other assets within the Funds are viewed as wealth preservation
assets, in that the returns from these assets are likely to be lower but should also be less volatile
than equities.

Asset factors

Examples of readings and
assessments vs key levels/trend

Global equity performance
and valuation

Equity market sentiment

Global equity earnings
revision ratio
Fixed income spreads

The other assets within GDI 3 and GDI 4 Funds will include cash, Government Bonds, Corporate
Bonds, Exchange Traded Funds and may also include other investments such as Real Estate
Investment Trusts. Within the cash and bond investments, there is likely to be a significant
exposure to Euro denominated assets thereby reducing foreign exchange risk within the Funds.

Global earnings revisions

Fixed income yields
Credit default swaps
Volatility indices

Global Economic Surprise Index

Global equity market sentiment
Macroeconomic Surprise Index
Currency
Commodity prices
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Negative

Neutral

Positive

Risk management overlay

How we further reduce volatility in the Fund suite?
The asset allocation framework forms a core part of managing risk within the Funds. The equity
allocations within GDI 3 and GDI 4 also incorporate a risk management overlay which aims to
further reduce volatility.

Risk management cycle

The strategy entails generating additional income for the Funds and then using this additional
income to purchase ‘insurance’ which will help to partially offset losses if global equity markets
experience significant declines.
The Investment Management Team looks to sell Call options on some of the equities within the
Fund. All Call options sold are ‘covered’ which means the Fund owns the underlying security.
The income generated by selling the Call options is then used to purchase downside protection
in the form of Put options on some of the major equity indices (e.g. S&P 500, Eurostoxx 50
and FTSE100).
When global equity market rise, the value of the Put options typically fall, but if global equity
markets decline, then the value of the Put options may rise. The implementation of this strategy
effectively helps to reduce the volatility within the equity allocations and smooth the returns
journey for investors.

Purchase insurance,

Screen for value

using the additional income,
in the form of Put
options on
major indices

in the equity options market

Sell Call options
on some equity positions
to generate additional income
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Consistency, conviction and compounding

Why Goodbody Asset Management?
A domestic, boutique investment manager that is dedicated to serving and supporting
the local retail market.
A clearly articulated investment philosophy that permeates our investment process.
An experienced team with a strong track record of delivering investment performance.
Goodbody, which is over 140 years old, is one of the leading financial services companies
in Ireland. Goodbody is owned by FEXCO and Goodbody staff. FEXCO is Ireland’s most
successful multinational finance and business solutions provider, with operations in
28 countries worldwide.

9

Goodbody Asset Management | Goodbody Dividend Income Fund Suite

Contact us today
T

+353 1 641 9470

E

assetmanagement@goodbody.ie

W www.goodbody.ie/assetmanagement
Goodbody Asset Management
2 Ballsbridge Park, Ballsbridge, Dublin 4

Warning: Dividend Income is not guaranteed and may rise or fall in value.
Warning: The value of your investment may go down as well as up.
Warning: This fund may be affected by changes in currency exchange rates.
Warning: If you invest in this fund you may lose some or all of the money you invest.

Disclaimer
This publication has been approved by Goodbody Stockbrokers. The information has been taken from sources we believe to be reliable, we do not guarantee their accuracy or completeness and any such information may be incomplete or condensed.
All opinions and estimates constitute best judgement at the time of publication and are subject to change without notice. The information, tools and material presented in this document are provided to you for information purposes only and are not
to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities.
This document is not to be relied upon in substitution for the exercise of independent judgement. Nothing in this publication constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or
appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. Goodbody Stockbrokers does not advise on the tax consequences of investments and you are advised to contact an independent tax advisor.
Please note in particular that the basis and levels of taxation may change without notice. Private customers having access to this document, should not act upon it in anyway but should consult with their independent professional advisors. The price,
value and income of certain investments may rise or may be subject to sudden and large falls in value. You may not recover the total amount originally invested.
Past performance should not be taken as an indication or guarantee of future performance; neither should simulated performance. The value of securities may be subject to exchange rate fluctuations that may have a positive or adverse effect on the
price or income of such securities. Goodbody Stockbrokers and its associated companies and/or its officers may from time to time perform banking or Corporate Finance services including underwriting, managing or advising on a public offering for,
or solicit business from any company recommended in this document. They may own or have positions in any securities mentioned herein and may from time to time deal in such securities. Goodbody Stockbrokers is a registered Market Maker to each
of the Companies listed on the Irish Stock Exchange. Protection of investors under the UK Financial Services and Markets Act may not apply. Irish Investor Compensation arrangements will apply. For US Persons Only: This publication is only intended for
use in the United States by Major Institutional Investors. A Major Institutional Investor is defined under Rule 15a-6 of the Securities Exchange Act 1934 as amended and interpreted by the SEC from time-to-time as having total assets in its own account
or under management in excess of $100 million.
All material presented in this publication, unless specifically indicated otherwise is copyright to Goodbody Stockbrokers. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any
other party, without the prior express written permission of Goodbody Stockbrokers.
Registered Office: Ballsbridge Park, Ballsbridge Dublin 4, Ireland. T: +353 1 667 0400. Registered in Ireland No. 54223.
Goodbody Stockbrokers acts as broker to: AIB, Applegreen, Aryzta, Cairn, Datalex, FBD, First Derivatives, Grafton Group, Greencore, Hibernia REIT, Irish Continental Group, Kingspan, NTR, Origin Enterprises, Paddy Power, United Drug and UTV Media.
Goodbody Stockbrokers, trading as Goodbody, is regulated by the Central Bank of Ireland. In the UK, Goodbody is authorised and subject to limited regulation by the Financial Conduct Authority. Goodbody is a member of the Irish Stock
Exchange and the London Stock Exchange. Goodbody is a member of the FEXCO group of companies. 000718_0216

