[.LQ. TRENDS
PRIVATE
CLIENT

a registered investment advisor

An Introduction to The
Drvidend-Value Strategy

“When all other factors which rate analytical consideration have been di-
gested, the underlying val ue of dividends, which determinesyield, will inthe
long run also determine price. The key to value, therefore, lies in yield as
reflected by the dividend trend. Individual stock prices fluctuate between re-
petitive extremes of high dividend yield and low dividend yield. These recur-
ring extremes of yield establish Undervalue and Overvalue pricelevels. When
a dividend is raised, the Undervalue and Overvalue price levels are raised
automatically so they will continueto reflect the historically established yield
extremes. Each stock has its own distinctive high and low yield characteris-
tics and must be evaluated individually.”

Excerpt from Dividends Don’t Lie

=




Welcome to IQ Trends Private Client Asset Management.

Theinvestment management philosophy of 1Q TrendsPrivate Client Asset Management (Private Client) isbased on
theinvestment conceptsillustrated throughout the Investment Quality Trendsnewd etter. These concepts, whichare
based onan origina interpretation of the Dividend-Yield Theory, form the basisof the Dividend-Va ue Strategy.

What Is Investment Quality Trends?

Investment Quality Trendsisafinancial newdetter that focuses exclusively on dividend paying blue-chip stocks.
Asaninvestment tool, | Q Trends has earned the confidence and patronage of the professiond financial community
andweare honored to count them among our subscribers. Althoughit isahigh-privilegeto assist many of theleading
investment banksand trust companies, mutua funds, investment managersand brokeragefirms, wehaveenjoyed a
long associ ation with the serious, privateinvestor that appreciates our passionfor: The preservation of principal; an
immediate return on investment from dividends and agrowing income stream from dividend increases; and, the
harvesting of capital gainswhen appropriate.

Why Dividend Paying Blue-Chip Stocks?

Sinceour inaugra issueinApril, 1966, Investment Quality Trends has hel ped subscribers make money inthe stock
market by following thewonderfully ol d-fashioned ideathat the sole purpose of investingisto realizeaReturn on
Investment (ROI).

The stock market offers investors two paths to ROI; Capital Appreciation and Dividends.

Ashope springseternd, wewould suggest that every investor who has purchased shares of common stock believed
that those shareswould be sold for aprofit. Aslearning isexperiential, however, wewould further suggest that the
enlightened investor haslearned that ROI based solely on capital appreciationisdifficult to achieve on aconsistent
basis. Assuch, thecashdividendistheonly return path that offersany degree of certainty. Thiscertainty isbased on
thefact that the cash dividend isacompany policy, which must be declared by the board of directors. Accordingly,
the cash dividend hasarecord date, an ex date and apayment date. None of these conventionsare applicableto
capital appreciation.

Beyond providing income, the most basic measurement of return on investment, the cash dividend and dividend
trend tellsus much more about acompany than doesthe price-to-earningsratio, price-to-book ratio, Profit & Loss
Statement or aBalance Sheet.

Fird, thecash dividendisonly possiblethrough theredlity of earnings; proof positive that the company isprofitable.
Second, arising dividend trend suggeststhat the company’ sprofitability isinarisngtrend. Third, consistent dividend
increasesareapredictor for rising stock prices. When acash dividend isincreased, theintrinsic value of the shares
totheinvestor isincreased. Logically then, the market must recogni ze thisincreased va ue by pushing the priceof the
shareshigher. Lastly, along-term trend of dividend paymentsand consistent dividend increases providesafloor of
support beneath astock’sprice.

It isimportant to note however, thefact that acompany paysadividend, or offer san exceptionally high
dividend-yield for that matter, doesnot mean it isworthy of investment consider ation.




Indeed, only the highest quality dividend paying stocks, which have long-term track records of profitability and
uninterrupted dividends, acond stent pattern of dividendincreases, liquidity, ingtitutiona sponsorship and manageria
competence areworthy of your hard-earned capital.

A primary challengefor investor sthen istoidentify which companiesar ewor thy of investment consider ation.

Quality and Value: The Pillars of Value Identification.

Our approach to valueidentification isatwo-part process. First, we establish benchmarksfor high-quality. Second,
weidentify thehistorically repetitivedividend-yield boundariesof valuefor each company that meetsour high-quality
criteria

At 1Q Trendsweidentify the highest-quality dividend paying stocksthroughthe Criteriafor Select Blue Chips, a
filter of six fundamental criterionswe devel opedinthe 1960’s, which eliminatesall but about 350 of the 15,000+
publicly traded stocks on the domestic exchanges. A stock earnsthe designation of Select Blue Chip after it hasmet
at least 5 of the 6 following qudificationsand may remain with 4 criteria

1. Dividend increasesfivetimesin thelast twelveyears
2. S& P Quality rankinginthe“A” category

3. At least 5,000,000 sharesoutstanding

4. At least 80institutional investors

5.At least 25 year sof uninterrupted dividends

6. Earningsimproved in at least seven of thelast 12 years

Thereason thesecriterionsareimportant issmple. We eva uate stocksfor purchase and saleaccording to repetitive
cyclesof dividendyidld. If adividendisreduced or eliminated, these historic trendsbecome meaninglessand abig
part of acompany’stangiblevalueto theinvestor disappears. By usingthesecriteriawehavefound it possibleto
very reliably identify thetypes of companiesbest suited for our analysis. Thesearerobust, high-quality operations,
with aninstitutional following and solid record of profitability. These are companiesthat have madeit through
depressions, recessions, and everything in between.

Each stock that meetsthe Criteriaisthen evduated individually toidentify itsPr ofile, thehistoricaly repetitiveboundaries
of high-yield/ low-price and low-yiel d/high-price. Based on the Profile, the current stock priceand dividend yield,
each stock isthen placed into one of four categories: Under valued; Rising Trend; Overvalued; and, Declining
Trend. Although the category namesmay seem mostly self-explanatory, wefind that some el aborationisoften useful.

Under value stocks arethose which have declined to areas of historichighyield. Our research showsthat at
thesehighyidds, investorswill beattracted to dividendsand eventudly initiateanew trend of buying. Generdly,
thebulk of our investment considerationsareinitiated from the Underval ue category.

Rising Trend stockswere previoudy at Underva ue but haverisenin price sufficient enough to movetheir yields
morethan 10% from historic highlevels. These stocks have the benefit of momentum andinvestor interest. They
areexpected to continueincreasing in price until they reach Overvalue.




“There is no profitable substitute for quality.”

Overvaluestockshaverisenfromlow pricesand highyields, to high pricesand low yields. Companieswithinthis
category historically havevery little remaining upside potential. Short of adividend increase adding additional
upside, sellinginthisareaiscons dered aprudent way to reap hard earned profitsand reall ocate money into new
unexhausted stocks.

Declining Trend stocks haverisen to Overvalue and now declined morethan 10% away fromit. Thissecular
trend will continueuntil acompany reachesUndervalue again, at which point new buyingwill beinitiated. These
declinesareoften drawn out asinvestorsreturn to their former favorites. In certaininstancesthey may even briefly
returnto Overvalue.

How Do I Know this Approach Works?

Origindly started asaservicegeared towardsthe profess ond financia and banking community, Investment Quality
Trends hasalso always appeal ed towhat wecall “ The Enlightened Investor.”  Thistypeof individual investor
recognizestheimportance of dividendsand along-term approach. Market timing evenif initially successful, isby
nature subject to eventual failure. Such an approach if perfected would destroy the bid-sell system of whichthe
marketsarebased on. Short-term trading isanother risky approach, which leavesmost investorsfrustrated and
behindwherethey started. Infact without areturn onaninvestment, such asadividend—oneisreally not investing
a al, butinvolved in speculation.

Theinvestment newd etter industry ishighly competitiveastheloyaty of theaveragenewd etter subscriber ishistoricaly
short-lived. As such, the median subscriber retention ratefor theindustry isroughly 20%. At 1Q Trends, our
subscriber retention rateisover 75%. Additionaly, our articlesand research have been featured in Forbes, Barron's,
The Economist, The Wall Sreet Journal, Dow Jones Mar ketWatch, and others.

Behind thisloyalty and recognitionisasolid track record of performance. Since 1986, The Hulbert Financial
Digest hasmonitored the recommendations and research of Investment Quality Trends. Among our competitors
weare cons gently ranked asthetop performer for risk-adjusted tota returns. Consider thefollowing excerpt from
the January, 2016 edition of TheHulbert Financial Digest:

“Sincethe beginning of 1986, whichiswhen the HFD began tracking |QT, the HFD cal culatesthat its model
portfolio* gained 11.20% annualized through 12/31/2015, beating the 10.20% annualized gain of theWilshire
5000 over the same period. Better yet, this performance was achieved with 17% lessrisk. Asaresult, IQT
performseven better on arisk-adjusted basis—not only beating the Wil shire 5000 index by ahealthy margin, but
ranking inthetop tier of the 29 newd ettersthe HFD hasfollowed over thelast 25 years.”

*TheHulbert Financia Digest model portfoliofor tracking purposesconsists of all the stocksinthe Undervalued
and Rising Trend categories, which at any giventime could total well over one hundred companies; clearly too
many companiestofollow onapractica bass.




Does IQ Trends Offer Model Portfolios?

I nvestment Quality Trends providesstock dataand information to subscriberswith varying degreesof investment
expertise and experiencein portfolio congtruction. Accordingly, unlike some newd etter services, we do not suggest
or maintain mode portfolios. Becausewefollow suchawidevariety of companiesthat aredynamicaly movingin
price, along with asteady influx of new subscribers, such an approach would beimpractical for our particular
goplication.

Ingenerd termshowever, many studieshave shown that the optimum number of stocksfor anindividua portfolio
istwenty fivetothirty five. That number isappropriatefor diversficationwhilenot allowing the portfolio to become
unwieldy. Accordingly, investorsmust be selective and fashion adiversfied portfolio of Undervalued and Rising
Trend stocksbased on personal preferences, investment objectives, financia conditionsand tolerancefor risk.

To assist subscribersin thisendeavor (and at popular urging), we decided in January of 2000 that instead of
engaging inthetraditiona (albeit generally futile) attempt to forecast the year ahead, to construct aportfolio of
stocksthat offered historically good valuefor their investment consideration.

The portfolio, which hasbecome known affectionately as* The Lucky 13,” was designed to emphasi ze sectors of
themarket that while perhgpswere currently out of favor, nonethel ess offered exemplary fundamenta sand attractive
dividendyields. Thirteen stockswere aso sufficient to establish thefoundation for aportfolio whileleaving room
for expansion when opportunitiesbecomeavail ablethroughout the year.

Inshort, The Lucky 13 hasbeen extremely successful and not surprisingly, quite popular. Whilenot every stock in
each Lucky 13 portfolio hasbeen awinner, there have been sufficient winnersin each group to produce fourteen
yearsof pogitivetotal returns, eleven of which have exceeded 10%. Through 2015, the arithmetic averageannual
returnfor the portfoliois12.46%. The compound annua growth rate (CAGR) is11.56%. For compari Son purposes,
over the sametime period, the arithmetic average annual returnfor the S& P500is 5.75%; the CAGR is3.99%.

InAugust, 2006, weinitiated another featureto compliment the Lucky 13 called The Timely Ten. The Timely Ten
iscomprised of stocksfrom the Under valued category that gener ally have an S& PQuality Ranking of A- or
better, a“ G” designation for exemplary long-term dividend growth, aP/E ratio of 15 or |less, apayout ratio of
50% or less (75% for Utilities), long-term debt-to-equity of 50% or less (75% for Utilities), and technical
characteristicson the daily and weekly chartsthat suggest the potential for imminent capital appreciation.

TheTimely Ten wasnot designed to bejust another “best of, right now” list. Rather, itisour reasoned expectation
based on our methodol ogy and experience, that theseten currently Underval ued stocks offer the greatest real
total-return potential over thenext fiveyears. Dowebdievethat al 10 will appreciate ssmultaneoudy or immedi-
ately? Of course not: Our five decades of research and experience, however, leadsusto believethat these stocks,
purchased at current Undervalued levels, arewel | positioned for both growth of capital andincome.




Accordingly, whether you arebuilding aportfoliofrom scratch, arepartialy invested and seeking new positions,
or arefully invested and in need of someaffirmation and hand holding, The Timely Ten representsour top ten
recommendationsas of eachissue. Short of utilizing the personal investment management servicesof1Q
Trends Private Client Asset Management, thisisas closeto hands on adviceyou can get.

How Does Private Client Differ From IQ Trends?

Investment Qudity Trendsasan investment tool isavery sharparrow inyour anaytical quiver. Asanewdetter
though, itssole purposeisto provide aunique source of research and analysisto both the professiona and
privateinvestment communitiesto assst themintheir investment considerations.

Private Client, on the other hand, isaregistered investment advisor that creates and managesinvestment
portfoliosfor aninternationa baseof clientsthat includes Foundationsand Endowments, Pension and Benefit
Pans, Trusts, and high-net-worthindividuals.

What Platforms/Services Are Offered Through Private Client?

Private Client offersboth constantly supervised discretionary investment management and non-discretionary
investment consulting based on theinvestment phil osophy and methods espoused in the I nvestment Quiality
Trendsnewdetter.

Therearetwo constantly supervised discretionary investment management platforms. The Hagship Seperate
Account; and, the Select Blue Chip FOLIO.

TheFlagship SeperateAccount isatraditional, customized seperate account managed on adiscretionary
basis. Thisaccount may be held at the custodian of your choice. Thereisa$1,000,000 minimum account
sizerequirement for thisplatform and feesbegin at 1.00% onthefirst $5,000,000, .75% on $5,000,001to
$10,000,000, and negotiablefor accountsin excessof $10,000,000. Thefeesarebilled quarterly inarrears.

The Sdlect BlueChip FOL 10 isanactively managed model portfoliolinked to an account with FOL10Ofn
I ngtitutional . Oncean account hasbeen established and funded, theaccount islinked tothe Private Client model
portfolio. Whenever securitiesareadded to, deducted from or re-ba ancedinthe Private Client mode portfolio,
buy and sdll ordersareautomatically generated to sync theaccount to the Private Client mode.

Thereisno minimum account requirement for the Select Blue Chip FOL1O. Total feesto theaccount are 75
basi spoints(.75%) per annum, billed monthly inarrears. Theinvestment management feepaidto Private Client
150 basispoints(.50%). Thefeeto FOL1Ofn Ingtitutiond for confirmations, siatements, tax and performance

reporting and trading commissionsis25 bas spoints(.25%).




Private Client offersa Consulting Servicethat consists of advice and recommendations on portfolio securitiesto
individuas, fiduciariesof quaified plans, trusts, endowmentsand foundations, financid advisors, investment managers,
corporationsand small businesses on anon-discretionary basis.

Through thisservice buy, sall, and hold recommendationsare madefor the respective portfolio fromtheuniverse
of Select Blue Chip stocksasidentified by the Investment Quality Trends newsl etter.

Generaly theclient will apprise usasto the current portfolio composition and wewill make recommendations
asto transactionsthat are appropriatefor the portfolio. Inthis service we do not havethe authority or discretion
toimplement therecommendationson theclient’ sbehalf.

Thereisan hourly rate of $350 forthe Consulting Service, with aminimum requirement of one hour. After the
first hour the hourly rateispro-rated in fifteen minute segments.

What if I still have a question?

For those interested in obtai ning moreinformation and disclosure documentsfor individual management
servicesin accordancewith our approach, pleasecall Mr. Kelley Wright at (866) 927-5250 ext. 202.

“To know values is to Rnow the meaning of the market.”
-- Charles Dow




“IQT 1s the Bible of value investors.”
--The Economist

“1Q Trends 1s high-test text...”
--Barron’s
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