
 

 

 

 

 

 
 
 

 

eResearch Corporation 
78 Cameron Crescent, Suite 202    Toronto, Ontario    M4G 2A3 

www.eresearch.ca 

 

These Steady Income Generators Provide Protection 
 

eResearch Corporation is pleased to provide an article courtesy of Investing Daily.   

 

The article is reproduced below, beginning on the next page, or you can go directly to it at the 

following link:  <CTRL-CLICK> HERE         

 

You can also visit the Investing Daily website at the link below: 

https://www.investingdaily.com/ 

 

 

Preferences | About Us | Contact Us | Privacy Policy 

Copyright 2018 Investing Daily. All rights reserved. 

Investing Daily, a division of Capitol Information Group, Inc. 

7600A Leesburg Pike 

West Building, Suite 300 

Falls Church, VA 22043-2004  

U.S.A. 

 
 

 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. As 

a primary source for professional investment research, our Subscribers (subscription is free!!!) benefit 

by having written research on a variety of small- and mid-cap, under-covered companies. We also 

provide unsponsored research reports on middle and larger-sized companies, using a combination of 

fundamental and technical analysis. We complement our corporate research coverage with a 

diversified selection of informative, insightful, and thought-provoking research publications from a 

wide variety of investment professionals. We provide our professional investment research and 

analysis directly to our extensive subscriber network of discerning investors, and electronically 

through our website: www.eresearch.ca. 

 

Bob Weir, CFA:  Director of Research  
 

Note: All of the comments, views, opinions, suggestions, recommendations, etc., contained in this Article, and which 

is distributed by eResearch Corporation, are strictly those of the Author and do not necessarily reflect those of  

eResearch Corporation. 

 
 
  

 Third Party Research April 9, 2018  

https://www.investingdaily.com/41762/these-steady-income-generators-have-regained-favor-lately
https://www.investingdaily.com/
http://sge.investingdaily.com/wf/click?upn=0Gdc4FQBRfMQrsW8uNJQTaMAiXeEp3wCtcXJdm6tyf-2BL1Sbd6lLVRK-2FJdyCDnblVFhKH9y8F-2FJHNLQYixMwCfaXNuR2P7mZqoBYtHucPg2yvwSFRHwWk0AYZEW0SjOj7Uj50o0-2Blm92O5mOaqBRztgebdHaVsHe7njjIZTsBYam4CezY55E-2B26kruzArM47kwgdxODscSdV82Pkc-2FDbxcJjgEHvw-2B2lVP-2Frgu0PtMZU-3D_V-2BPDv8NaFb4NU3oHZiH9VAnSPNuPDiQRbilbpmM2Bvz4v1HSmum-2B0zWQiu8u25gMWHI6l1w-2Bb-2FZSXSKK92AZ7Vv4BWb4m2gdVXpaLttTdFX6hLTJDDoHSIaMXQCjKIaiedZTFM-2FyEA-2B69k0-2FTzEcA2JG9QKmNbOpa82-2FdUkGJ8aDZ1ws68zd-2FmHTA00IrLGtvaOUh4cCyjVcVXowt4SP4K4jCvm-2B3kHygd3cLfwrezl-2BzwUnl1XFRo2c7-2BGPrgNnQb-2FcHWx98aon6sgW-2FP1mmpnJ7DaKuij9yIzkaIrWzSo-3D
http://sge.investingdaily.com/wf/click?upn=0Gdc4FQBRfMQrsW8uNJQTaMAiXeEp3wCtcXJdm6tyf-2BL1Sbd6lLVRK-2FJdyCDnblVFhKH9y8F-2FJHNLQYixMwCfaXNuR2P7mZqoBYtHucPg2yvwSFRHwWk0AYZEW0SjOj7kqpQyPUWIQifofYaF13dGmHspIRvBpypax9S4-2BscKSgx0qVsDRNipnFlFlpaW8zZ_V-2BPDv8NaFb4NU3oHZiH9VAnSPNuPDiQRbilbpmM2Bvz4v1HSmum-2B0zWQiu8u25gMWHI6l1w-2Bb-2FZSXSKK92AZ7Vv4BWb4m2gdVXpaLttTdFX6hLTJDDoHSIaMXQCjKIaiedZTFM-2FyEA-2B69k0-2FTzEcA-2FRL4BkuC0KngEmn6lbUp5PgiQKZSJYsIDw6uBCJq6dBd0BCWqtLnwU0ux6stgQgGrrg-2F3uEaZUABNAYJDWmKPFHvu9XQj1d3us5NnCihATzQCzBB2SH29zhVoqCRR4eD4cCx3Gm9xH3tfQSfRASz2E-3D
http://sge.investingdaily.com/wf/click?upn=0Gdc4FQBRfMQrsW8uNJQTaMAiXeEp3wCtcXJdm6tyf-2BL1Sbd6lLVRK-2FJdyCDnblVFhKH9y8F-2FJHNLQYixMwCfaXNuR2P7mZqoBYtHucPg2yvwSFRHwWk0AYZEW0SjOj7lZ7sUvQMlGVXwX28lH63xuexh-2FZeqSis-2BTLWQPPBkoHbWX5DGTvFgndr3QYeQ7FC_V-2BPDv8NaFb4NU3oHZiH9VAnSPNuPDiQRbilbpmM2Bvz4v1HSmum-2B0zWQiu8u25gMWHI6l1w-2Bb-2FZSXSKK92AZ7Vv4BWb4m2gdVXpaLttTdFX6hLTJDDoHSIaMXQCjKIaiedZTFM-2FyEA-2B69k0-2FTzEcA-2BH0niGa6tF79A3F962DEO4q8OFCjk3xD5ENVyZVv8vv1CNMQpHzRRAZtgQXQaqs5gYOpRQ7YXUZSdUL6-2FMUjtC3-2FWWVQOFNHqo3ljV8tgj5NKug-2FVmHphqySYsWsVbbJRUnX-2Bu0WurkoFTKdRtPA-2Fg-3D
http://sge.investingdaily.com/wf/click?upn=0Gdc4FQBRfMQrsW8uNJQTaMAiXeEp3wCtcXJdm6tyf-2BL1Sbd6lLVRK-2FJdyCDnblVFhKH9y8F-2FJHNLQYixMwCfaXNuR2P7mZqoBYtHucPg2yvwSFRHwWk0AYZEW0SjOj7TErtn4jXJ0gIskWapl5JoHpLnml-2F6pTE-2Fx-2Buhc7JrujSzgS2-2BVM7DKiJ-2F2AWDwjiModElxizpiHZ1OK9wnqzjQ-3D-3D_V-2BPDv8NaFb4NU3oHZiH9VAnSPNuPDiQRbilbpmM2Bvz4v1HSmum-2B0zWQiu8u25gMWHI6l1w-2Bb-2FZSXSKK92AZ7Vv4BWb4m2gdVXpaLttTdFX6hLTJDDoHSIaMXQCjKIaiedZTFM-2FyEA-2B69k0-2FTzEcA0qnLcqgx6d5KQd-2FX3eJ6dHWVjGPv8M5VKKhgOa7FhQ1IYqgFb3A0k9CoCA9h-2F5Ulcg7WPJMoDJ35D7NlyIpW0JNNrwvfcfBStSAVVVp5nqXuA4uCG5Y-2BrPPWoCnqgnyJpvKw1BGfKzSIWNf3nzNdoo-3D
http://www.eresearch.ca/


 
 

eResearch Corporation  www.eresearch.ca 2 

These Steady Income Generators Provide Protection 
 

By Scott Chan (see bio at end) 

April 9, 2018 

 

When market conditions become rocky, investors often switch to investments regarded as less risky. This is 

known as a "risk-off" trade. For example, the chart below shows how two U.S. utility ETFs have performed 

relative to the S&P 500 Index since the end of January, when market volatility significantly increased. 

 

 
 

As you can see, the two ETFs have essentially mirrored one another and have easily outperformed the S&P 

500. 

 

Note that the chart simply shows the price movements of the two utility ETFs. If dividend received during 

the period was included, the total return for both XLU and VPU would have been slightly positive. To 

compare, the total return of the S&P 500 over this same nine-week period was negative 6%. 

 

Good Investing is Boring? 
 

George Soros once said: "If investing is entertaining, if you are having fun, you are probably not making 

any money. Good investing is boring." 

 

Is he right? Well, it depends. 

 

If you owned utility stocks throughout 2017, you would have under-performed the broader market. This is 
because the market was consistently rising and volatility was very low. Everyone was feeling good and 

investors preferred growth stocks. But, as the chart above illustrates, as market volatility has now increased, 

the traditionally "boring" utilities have regained favor. 
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Slow but Steady Growth 
 

Utilities are considered boring because their revenue and earnings growth are slow. They are not the kind 

of stocks people look to when they want to make a lot of money in a short amount of time. 

 

Utility companies provide essential services, such as water and electricity. Their line of business ensures 

steady consumer demand. But the government regulates the industry. It keeps a sharp eye over their 

business practices, including controlling how much they can charge customers. In return, the government 

allow these companies to operate as monopolies and earn a modest profit. 

 

In recent years, some utility companies have also added unregulated businesses. These new endeavors add 

some growth potential, but unregulated business remains a relatively small portion of these companies' 

revenue and profit. 

 

Overall, earnings per share for most utilities tend to fall in the 3%-to-5% range. Their dividend growth rates  

are usually in the same ballpark. When the stock market is flying, these slow growers will not attract a lot 

of buyers. But, when investors want to reduce risk, utilities provide a haven. Not only do they have 

dependable earnings growth rates, but they also provide a steady source of income when stock prices 

behave like a roller coaster. 

 

Watch Treasury Yields 
 

Investors who buy utility stocks (and other types of income stocks) should keep an eye on Treasury yields. 

Besides market volatility, the fall in Treasury yields in recent days has also helped utilities. 

 

The yield on government bonds act as the benchmark for many interest rates in the real economy. When 

Treasury yields rise, so will borrowing costs. This is viewed as a negative for utilities because they tend to 

need to borrow to finance capital projects—for example, building a new power plant. 

 

Secondly, U.S. government debt is considered to be "riskless.” Therefore, when Treasury yields rise, by 

comparison utility stocks' dividend yield look less appealing. 

 

Investors want a higher yield to compensate them for taking a higher risk (relative to treasuries) by buying 

utility stocks. The way a stock's yield can rise, without actually increasing the dividend pay-out, is for the 

price to fall. Put another way, when Treasury yields are high, people demand to pay a lower price for the 

same amount of dividend. 

 

If and when the market stabilizes, expect utility stocks to revert back to what they have always been: 

dependable income-generating investments for conservative investors. And that is perfectly fine. Especially 

for people in retirement, having a steady stream of dividend income to help cover living expenses is 

important. 
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