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M
oney manager Ida Khaja-
dourian is holding more
cash than usual in her

portfolios right now and expects
to spend a good chunk of it in the
coming weeks as bargains show
up in the markets.
“Stock selection is so impor-

tant in this kind of environment
because some companies are
trading at ridiculously low valua-
tions – they’ve just been thrown
out,” saysMs.Khajadourian,port-
folio manager and investment
adviser with Khajadourian
Wealth Management at Richard-
son Wealth Ltd. in Toronto.
“We expect more volatility this

year, and I think there will be
some great opportunities to buy
companies at attractive valua-
tions.”
Ms. Khajadourian and her

team oversee about $940-million
in assets, including an index-
beating U.S. income and growth
portfolio that accounts for about
15 to 20 per cent of her typical dis-
cretionary client portfolio.
Theportfoliowasdown11.7per

cent in 2022, compared with a
drop of 18.1 per cent for the S&P
500 index. In 2021, the portfolio
was up 34.8 per cent, versus a
28.7-per-cent increase for the S&P
500. And in 2020, the portfolio
was up 21.4 per cent compared
with a rise of 18.4 per cent for the
S&P 500. All data are based on to-
tal returns. Ms. Khajadourian’s

performance is net of fees.
The remainder of her client

portfolios includes global and
Canadian equities andamixof al-
ternative assets. The Globe and
Mail spoke recentlywithMs. Kha-
jadourian about her investment
strategy andwhat she’s been buy-
ing and selling.

Describe your investing style.

We implement what I call an
“evolutionary portfolio construc-
tion process.”
We incorporate various asset

classes across different geogra-
phies.We allocate to North Amer-
ican and global equities, real as-
sets including precious metals,
public andprivate real estate, and
a categorywe call “volatilityman-
agement,” which includes private
debt that generates income and a
steady return.
We’ve had minimal exposure

to fixed income in the past 20

years, given the low interest-rate
environment. We’re looking at
whetherwewant to increase that,
but we’ve done really well not
having fixed income and had bet-
ter returns with alternatives that
have similar characteristics.
We take a very process-driven

approach to stock selection. We
use institutional software to rank
and sort companies based on cer-
tain variables using both funda-
mental and quantitative analysis
with an overlay takingmacro fac-
tors into consideration and tech-
nical analysis. Typically, when a
stock we own reaches a 7-per-
cent weighting in our portfolio,
we trim it. And when a stock
comes down below 3 per cent, we
add to it.
Our objective is to seek superi-

or risk-adjusted returns over the
longer term focused on capital
preservation and building
wealth, regardless of the market
environment.

What have you been buying or
adding to the portfolio recently?

A more recent buy for us was
Broadcom Inc., which we bought
in September.We thought itwas a
good entry point. It’s considered
amore defensivemicrochip stock
with large contracts. The compa-
ny met various criteria in our
process. It came up as a buy on
both the income and growth side
of the portfolio. Some factors that
made it attractivewere valuation,
yield, a healthy payout, positive
earnings momentum and rein-
vestment rate. We have also been
selectively adding to other areas
of our portfolios in Canadian eq-
uities and merger arbitrage strat-
egies.

What have you been selling or
trimming?

We’ve been trimming more and
raising cash over the past year.

One stockwe’ve been trimming is
Devon Energy Corp. just because
it went up so fast last year. We’ve
done exceptionally well with that
stock and continue to own it.
We’ve also been trimming O’Reil-
ly Automotive Inc. for the same
reasons.We’vealso recently taken
profits from private equity with
the intention of deploying that
back into public equities where
valuations are attractive.

Name a stock you wished you
bought or didn’t sell.

Starbucks Corp. is a name that
comes to mind. It dropped to
US$70 in May last year, and we
didn’t pull the trigger. [The stock
is currently trading around
US$104.] There was still a lot of
uncertainty with China reopen-
ing and whispers of potential
unionization. Maybe we’ll revisit
if we get a sell-off ormoremarket
volatility that presents a better
entry point.

What investing advice do you give
friends and family when they
inevitably ask?

Don’t let emotions drive invest-
ment decisions. It can often lead
to poor results. If you focus on
fundamentals, you’ll have a bet-
ter outcome. Also, consider dif-
ferent asset classes when con-
structing your portfolio. There’s
more out there than just stocks
andbonds.And if youmake some
money on investments, don’t be
afraid to take profits; nothing
goes straight up forever.
Lastly, do some planning. Too

many investors focus on invest-
ment returns and don’t consider
the bigger picture. Nomatter how
great your returns are over the
years, there can be greater risks to
your wealth without proper tax
and estate-planning strategies.

This interview has been edited and
condensed.
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I’m hoping you could comment on
Dividend 15 Split Corp. Its class A
shares yield more than 15 per cent,
but the companies it invests in only
yield about 5 per cent, on average.
This seems too good to be true.
What am I missing?

When a yield soars well into the
double digits, there’s always a
catch. Let’s lift the curtain and see
how that supersized yield is gen-
erated.
Like other split-share corpora-

tions –ofwhich there are a couple
of dozen in Canada – Dividend 15
Split issues two classes of shares
to investors: preferred shares
(DFN.PR.A) and class A shares
(DFN), also known as capital
shares.
Split preferreds are the more

conservative of the two. General-
ly, the preferreds are first in line
for the dividends – up to a certain
level – spun off by stocks in the
underlying portfolio, which in
this case is a basket of Canadian
banks, pipelines, telecoms, utili-
ties and other dividend-paying

companies. Upon windup, the
preferreds also get first claim on
the capital in the portfolio, up to
their issue price. (Dividend 15
Split has a termination date of
Dec. 1, 2024, but split-share corpo-
rations typically extend the date
in five-year increments.)
Reflecting these safety fea-

tures, split preferreds provide
steady income but little upside
potential. Although their bond-
like characteristics make them
sensitive to rising interest rates,
volatility is generally modest. Di-
vidend 15 Split’s preferred shares
currently yield about 5.9 per cent.
The class A shares – also

known as capital shares – are
much less predictable. Essential-
ly, they are entitled to all of the
value in the portfolio over and
above the fixed amount allotted
to the preferreds. Because of this
leveraged structure, if the under-
lying stocks rise, the class A
shares generally experience an
even larger gain. But the reverse is
also true: If the underlying stocks
fall, the class A shares will have a
larger decline.
What’smore, the classA shares

are required to suspend dividend
payments if the net asset value of
the split-share corporation falls
below a certain threshold, which
in Dividend 15 Split’s case is $15
per unit. (A unit consists of one

preferred share and one capital
share.) That’s precisely what hap-
pened in 2020when the pandem-
ic-induced market selloff
prompted Dividend 15 Split to
suspend dividends on its class A
shares in April, May, June andNo-
vember of that year. The split pre-
ferreds, on the other hand, didn’t
miss a single payment.

So where does the cash come
from to pay the outsized divi-
dends on the class A shares?
With split capital shares in gen-

eral, there are typically three
sources of funds: any excess divi-
dend income from the underly-

ing portfolio (after the preferreds
have received their fixed cut);
premium income from writing
covered-call options on stocks;
and capital gains in the portfolio.
It’s important to understand,

however, that the fat yield on the
class A shares is not a free lunch.
With so much cash going out the
door every month, DFN’s share
price has been grinding lower for
years. In the five years ended Dec.
31, for example, DFN dropped
about 30 per cent, even as Cana-
da’s benchmark index rose al-
most 20 per cent. So, while inves-
tors have been collecting a juicy
dividend, they’ve effectively been
subsidizing the payout with an
erosion of their own capital.
When you combineDFN’s high

yield with its falling stock price,
its return suddenly looks very or-
dinary. For the five years through
Dec. 31, DFN’s annualized total re-
turn was 6.49 per cent, according
to the compound returns calcula-
tor at canadastockchannel.com.
(Total returns assume all divi-
dends were reinvested in addi-
tional shares.) A low-cost ex-
change-traded fund that tracks
the S&P/TSX Composite Index
would have produced a virtually
identical result.Granted, an index
ETFwon’t generate the same level
of cash flow, but investors can
achieve a similar result by period-

ically selling a portion of their se-
curities. (Tip:Useabroker thatof-
fers commission-free ETF trades.)
What’s more, Dividend 15

Split’s net asset value per unit has
also been trending lower. For the
five years through 2016, the NAV
averaged about $19.60. In the fol-
lowing five years, it averaged
$17.50. (These figures are based
on the NAV per unit at Nov. 30
each year, as provided in Divi-
dend 15 Split’s annual manage-
ment report of fund perform-
ance.) As of the latest update, on
Dec. 30, 2022, the NAV per unit
had dropped to $15.45 – uncom-
fortably close to the $15 threshold
at which dividends on the class A
shares are suspended − although
the NAV has likely risen since
then along with the broadermar-
ket.
So, before you jump into a

split-share investment such as
DFN, consider the big picture:
Yes, you’ll be getting a large divi-
dend, but you’ll also likely face in-
creased volatility, potential long-
term erosion of the share price
and the risk that dividends will
dry up if things get ugly out there.

E-mail your questions to
jheinzl@globeandmail.com.
I’m not able to respond personally
to e-mails but I choose certain
questions to answer in my column.

With split shares, that fat dividend is no free lunch
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In the five years ended
Dec. 31, for example,
class A shares dropped
about 30 per cent, even
as Canada’s benchmark
index rose almost 20
per cent. So, while
investors have been
collecting a juicy
dividend, they’ve
effectively been

subsidizing the payout
with an erosion of their

own capital.

Janet Gottlieb Sailian, 69,
Fort Myers Beach, Fla.

I
officially retired in 2019, at the
age of 66, from a career as a
communications and market-

ing professional in the education
sector, including at Laurentian
University in Sudbury and
Branksome Hall in Toronto. I al-
so worked for the Council for Ad-
vancement and Support of Edu-
cation in Washington and for the
Canadian Council for the Advan-
cement of Education in Toronto.
I am a dual Canadian-U.S. citizen
who lives in the west end of To-
ronto and spends about six
months a year in Fort Myers
Beach, Fla., in a home on a canal
owned by my partner.
I spent the first part of retire-

ment promoting a book I co-
wrote with my partner called A
Warrior of Last Resort, which is
based on his time in the military
in the Vietnam War and Cold
War eras. The self-published
book came out in January, 2020,

and we had our first promotional
event in mid-March that year,
just before the pandemic lock-
downs. The timing was unfortu-
nate because it meant we

couldn’t go out and promote the
book in person, as we had
hoped.
My plan was also to do a bit of

freelance writing in retirement

but, with the pandemic, there
wasn’t much work at first.
Thankfully, things started to pick
up again in late 2020. Freelance
writing not only keeps my mind
sharp but also keeps me engaged
in something I really care about,
which is educational advance-
ment. Also, let’s be honest, I
need to freelance for financial
reasons. My investment portfolio
has taken a serious hit over the
past year, which has been the
case for many people, and the
cost of living has also increased.
My retirement lifestyle was al-

so upended last fall when our
Florida community was devastat-
ed by Hurricane Ian. Our house
survived but, like every other
building, the ground floor was
filled with storm surge. The con-
tents inside were ruined, and the
area had to be gutted down to
bare studs and then treated to
mitigate mould. Our cars were al-
so destroyed. I’ve never been in a
war zone, but this is what I imag-
ine it might look like. The next
several months will be spent re-
building our own home and

helping others in our communi-
ty rebuild, too. It means spend-
ing more time in Florida and less
time back in Ontario this year,
including missing both of my
grandsons’ birthdays.
I’ve realized that many things

I planned to do in retirement are
an illusion for the foreseeable fu-
ture. Still, the hurricane has
forced me and others here to re-
evaluate what’s important in life.
It used to be upsetting if the
dishwasher broke or the car
needed servicing, but people
here have lost their homes and
businesses, and many people
have lost their lives.
My advice for others in retire-

ment, or in general, is to try to
build as much resilience in your
life as you can because the un-
expected can happen – whether
it’s a severe weather event, ill-
ness or divorce – and could affect
you in many ways, including fi-
nancially and emotionally.

As told to Brenda Bouw.
This interview has been edited and
condensed.

Former communications professional adjusting to impacts of the pandemic on the fly
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Janet Gottlieb Sailian’s retirement plans have been affected by the
pandemic and by Hurricane Ian, which damaged her Florida home. She
says such events have given her perspective on what’s important in life.
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