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The following commentary is from Bahl & Gaynor Investment Counsel, the sub-advisor to the Fund and the “we” throughout this commentary. 

SHELF LIFE

A 24-hour news cycle combined with a rapid increase in 
professional and retail day traders has tilted markets into a 
path of short-termism. The CFA Institute defines short-termism as 
“an excessive focus on short-term results at the expense of long-
term interest.” Added to actual and consensus estimates this 
phenomenon is the propensity for “shoot first and ask questions 
later” responses within media, social networks, and online 
investment forums. These reactions create a positive feedback 
loop where “news,” with debatable merits and a questionable 
shelf life, moves markets into an unstable state. Coupled with 
this dynamic is the presence of structurally higher volatility as 
investors grapple with a market plagued by dichotomy. S&P 
500 consensus earnings estimates are expected to reach 
a record high in the second half of the year, for instance, 
while US real GDP (gross domestic product) estimates signal 
an economic slowdown over this same period. This “new 
normal” of a market existing in the presence of short-termism, 
dichotomies and heightened volatility only reinforces Bahl 
& Gaynor’s consistent approach focused on high-quality, 
dividend growth stocks.

Bottom-line: By staying true to the firm’s core tenet of 
seeking to invest in companies with sustainable competitive 
advantages and solid fundamentals, the firm’s investment 
committee strives to insulate its investors from this, now 
common, market turbulence.

WALKING THE WALK WITH CONSISTENCY

Various market environments have come and gone since Bahl 
& Gaynor’s 1990 inception and, through these peaks and 
valleys, we have emphasized current and growing income 
along with downside protection seeking to achieve growth of 
capital over the long run. We pride ourselves on meeting Fund 
objectives and “walking the walk,” especially amidst markets 
plagued with uncertainty and volatility.

QUALITY: A PROVEN INVESTMENT STYLE

Dividend growth companies have historically offered attractive 
returns with less risk. It is our belief that a consistent growth in 
the dividend paid is a clear enterprise quality advantage over 
companies that do not pay or grow the dividend.

These businesses are often associated with high economic 
returns that have shown persistent earnings growth over time 
to support higher dividend payouts. Earnings stability through-
cycle has resulted in reduced volatility and enhanced returns 
for these dividend growers over the long run (Exhibit 2).

What might explain dividend growth as a sustainable investment 
style? Dividends can be viewed as a pseudo-contract between 
corporate boards, management teams and investors. As such, 
public company boards typically only commit to a regular 
dividend payment when they believe that payment can, at the 
very least, be sustained into the future.

http://https://www.aamlive.com/publicsite/aamhome


As a by-product of this pseudo-contract, dividend growers’ 
management teams often provide additional transparency to 
shareholders and form an open dialogue between company 
and investor.

A STATUS UPDATE ON DIVIDENDS

While the case for dividend growth can certainly be made for 
the long-term, what dynamics are at play in both the short and 
medium term? On average, many dividend-paying companies 
did not overspend during the pandemic and managed their 
cash flows in a responsible, shareholder-friendly manner. The 
number of dividend increase announcements for S&P 500 
companies has only grown since 2020 (286 announcements 
in 2020, 355 in 2021, and 377 in 2022). 2023 is off to 
a strong start, with 108 dividend increase announcements 
from S&P 500 companies this year (Strategas Research, as of 
3/15/2023).

Further, company balance sheets generally remain healthy 
with cash to contribute to capital expenditures to potentially 
fuel organic growth, as well as shareholder returns in the form 
of sustained dividends and buybacks (Exhibit 3). With the 
transition from Quantitative Easing to Quantitative Tightening, 
higher interest rates are likely to prevail for longer suggesting 
investors should back management teams with a track record of 
disciplined capital allocation. Companies that can self-fund and 
produce sustainable cash flows are, in our view, likely to be 
structurally advantaged. This is often the definition of dividend-
paying and dividend-growing companies.

Throughout the 2010’s, Quantitative Easing depressed fixed 
income yields near the zero-bound, an anomalistic byproduct of 
the Federal Reserve’s accommodative policy. This phenomenon 
positioned dividend yields above the bottom-dwelling, two-year 
Treasury yield (Exhibit 4). While this relationship has started 
to revert, and fixed income yields are once again higher than 
the S&P 500 dividend yield, it is critical to recognize that only 
dividend-paying equities have the potential to grow their income 
stream over time. We believe equities, with the potential for 
principal and income growth, remain attractive through-cycle.

CLOSING THOUGHTS

For over 32 years, Bahl & Gaynor has prided itself in 
managing capital in a responsible way. We seek to invest in 
companies that provide long-term dividend growth and positive 
risk-adjusted returns. We extend our sincere gratitude to you for 
your continued loyalty and trust.

Learn how the  AAM/Bahl & Gaynor Income Growth Fund may add value to a diversified portfolio.

Exhibit 3: U.S. Non-Financial Corporations Cash 
% of Total Assets

Source: 2023 Strategas Research, Inc.

Exhibit 4: S&P 500 Dividend Yield vs. 2 Year Treasury Yield (%)

Source: 2023 Strategas Research, Inc.
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You should carefully consider the investment objectives, potential risks, management fees, and charges and expenses of 
the Fund before investing. The Fund’s prospectus and summary prospectus contains this and other information about the 
Fund, and should be read carefully before investing. You may obtain a current copy of the Fund’s prospectus and summary 
prospectus by calling 888.966.9661.
Risks: Mutual fund investing involves risk, including the potential loss of principal. An investment in the Fund is subject to risks and you could lose money on your 
investment in the Fund. The principal risks of investing in the Fund include, but are not limited to, investing in foreign securities, investing in small and mid-cap 
companies, and focused risk. The prices of foreign securities may be more volatile than the securities of US issuers because of economic conditions abroad, 
political developments, and changes in the regulatory environment of foreign countries. Investments in small and mid-cap companies involve greater risks including 
increased price volatility compared to the market or larger companies. Although the Fund is diversified, the Sub-advisor intends to focus its investments in the 
securities of a comparatively small number of issuers. Investment in securities of a limited number of issuers exposes the Fund to greater market risk and potential 
losses than if its assets were diversified among the securities of a greater number of issuers. More information about these risks may be found in the Fund’s 
prospectus.

Unless otherwise stated, all information and opinions contained in this publication were produced by Bahl & Gaynor Investment Counsel. For information sourced 
from third parties and included in this report, Bahl & Gaynor does not represent the information is accurate or complete and it should not be relied on as such. Bahl 
& Gaynor assumes no liability for the interpretation or use of this report. For Illustration purposes only. Due to rapidly changing market conditions and the complexity 
of investment decisions, supplemental information and other sources may be required to make informed investment decisions based on your individual investment 
objectives and best interests. All expressions of opinions are subject to change without notice. 

Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” 
“will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other variations thereon or comparable 
terminology. Due to various risks and uncertainties, actual events, results or actual performance may differ materially from those reflected or contemplated in such 
forward-looking statements. Nothing contained herein may be relied upon as a guarantee, promise, assurance or a representation as to the future.

An issuer of a security may be unwilling or unable to pay income on a security. Common stocks do not assure dividend payments and are paid only when declared 
by an issuer’s board of directors. The amount of any dividend may vary over time. 

The “Dividend Cutters” basket is comprised of securities that pay a current dividend less than the prior year. The “Dividend Growers” basket includes S&P 500 
securities with a current dividend greater than the prior year dividend. Gross Domestic Product (GDP) is the monetary value of all finished goods and services 
made within a country during a specific period. GDP provides an economic snapshot of a country, used to estimate the size of an economy and growth rate. 
Quantitative easing is a monetary policy action where a central bank purchases predetermined amounts of government bonds or other financial assets in order 
to stimulate economic activity. Quantitative tightening is a contractionary monetary policy tool applied by central banks to decrease the amount of liquidity or 
money supply in the economy. The S&P 500 Index is an unmanaged market capitalization weighted index used to measure 500 companies chosen for market 
size, liquidity and industry grouping, among other factors. It is not possible to invest directly in an index. Index performance does not reflect the deduction of any 
fees or expenses. 

Not FDIC Insured. Not Bank Guaranteed. May Lose Value.

Distributed by IMST Distributors, LLC. Advisors Asset Management, Inc. (AAM) is an SEC-registered investment advisor and member FINRA/SIPC.
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