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The Importance of Income 
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FTSE 100 - With & Without Dividends 

∆	 FTSE	100	Index	 Dividend	Adjusted	Index	



Dividend Sustainability 
FTSE	100	pay-out	raGo	currently	sits	at	74%	of	net	income	

S&P	500	pay-out	raGo	is	only	46%	

Pay-out	raGo	above	60%	generally	considered	unsustainable	

Are	companies	sacrificing	future	growth,	to	maintain	dividends?	

Don’t	be	lured	in	by	unsustainably	high	dividend	yields	
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Saving for long term goals can be well served by a core and satellite approach

Pot 1  
Cash	and	other	sources	of	income	to	meet	your	

shorter	term	outgoings	


Pot 2 
Liquid,	low	cost,	medium/long-term	

investments.	Provides	a	diversified	&	stable	
core.	



Pot 3 
More	volaGle	or	longer	term	investments	that	aim	

to	generate	high	returns	with	more	risk.	


The Three Pot Theory™
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AcDve Managers: Hype or Gripe?

3 Year Annualized Returns of Morningstar Sectors 

Source: Morningstar, Bloomberg, Netwealth calculaDons.  All annualized returns shown net of fees in GBP terms, as of 31/03/2019. Past performance is not a reliable indicator of future performance.
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Income ideas for Pot 3 
It’s	hated	–	despised,	even...	

It’s	cheap....	

It’s	paying	out	its	highest	yield	since	the	financial	crisis...	

You	(probably)	live	there...	

It’s	Gme	to	invest	in	the	UK.	
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Income ideas for Pot 3 
“The	high	street	is	a	disaster”	–	but	is	it	really	that	bad?		

“Interest	rates	can	only	go	up”	–	but	when?	

“Brexit	will	mean	a	mass	exodus	from	London	property”	–	not	yet	it	hasn’t	

Maybe	now	is	a	good	Gme	to	invest	in	commercial	property...	
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Netwealth Investments limited is authorised and regulated by the Financial Conduct Authority with firm reference number 
706988.

When invesDng your capital is at risk. The value of investments may go down as well as up, so you could get back less than 
you invested.
 
Netwealth offers advice restricted to the services provided, and does not provide independent advice across the market. 
 
Netwealth is covered by the Financial Services CompensaDon scheme (FSCS). In the event that we have stopped trading or 
are declared to be in default and cannot meet our obligaDons, a client may be able to claim compensaDon. This depends 
upon the type of business and the circumstances of the claim. The FSCS offers different levels of cover for different types of 
business. Most types of investment business are currently covered for 100% of the first £50,000. Further informaDon is 
available from the FSCS website (www.fscs.org.uk).

Important InformaDon


