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Special Note
Enhanced Equity Income
Outlook: Better Than Ever
Last year at this time, we sent an update on our Enhanced Equity Income strategy,
pointing out that for long term investors call writing on the High Dividend strategy
should be an attractive alternative to bonds. A year later the rally in bonds continued and
the yield on the five year Treasury bond is now 0.5% versus 2.5% a year ago. Bonds are
now at all-time highs and stocks after a major correction are more attractive than
they have been in years.
With fixed income rates now at historic lows, more investors are again starting to look to
dividends for income. We are big believers in dividends but have also seen the benefit
from covered call writing for even more income potential. In our Enhanced Equity
Income strategy, we use selective, short-dated covered call writing which has allowed us
to essentially double the “income” by generating consistent call premiums on top of the
dividends. Between dividends and call premiums (see below) we’ve been able to
historically generate over 7% income every year since the strategy started. The strategy
is especially attractive for tax-exempt accounts.

Gross Annual Income since Inception

PAST PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. Source: SCCM, 2020*. This does not represent
the performance of the strategy. Please see last page for performance of the Enhanced Equity Income Strategy.

The Risk of Equities
One of the biggest hurdles for the strategy has been that equities are considered riskier
than bonds. However, for the long term investor, if one is investing for at least a five
year time period, that tends to smooth the volatility and risk of equities. This can be
seen in the table below which shows all the five year returns for our High Dividend
strategy going back to1994 when we initiated the strategy.

Schafer Cullen High Dividend Portfolio
Five Year Returns
1994 – 1998
1995 – 1999
1996 – 2000
1997 – 2001
1998 – 2002
1999 – 2003
2000 – 2004
2001 – 2005
2002 – 2006
2003 – 2007
2004 – 2008

+19.6
+17.1
+14.1
+10.6
+3.8
+7.1
+11.1
+9.0
+13.4
+15.7
+2.8

2005 – 2009
2006 – 2010
2007 – 2011
2008 – 2012
2009 – 2013
2010 – 2014
2011 – 2015
2012 – 2016
2013 – 2017
2014 – 2018
2015 – 2019

+2.2
+3.1
+1.1
+2.3
+14.4
+14.8
+12.2
+11.8
+13.0
+7.3
+9.0

PAST PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. Source: SCCM, 2020.*

Interestingly, any time that a five-year period was flat or up less than 5%, the next
five year period turned out to be phenomenally strong. This is because earnings tend
to double approximately every ten years, so if there is a five year period where
performance is flat, history shows that in the next five year’s performance will catch up.
This can be seen in the table below.
PERFORMANCE FOLLOWING DIFFICULT 5 YEAR PERIODS
Poor
5-Year Periods

Bottom 20%
by P/E

Following
5-Year Periods

Bottom 20%
by P/E

1998 – 2002
2004 – 2008

+3.8%
+2.8%

2003 – 2007
2009 – 2013

+18.2%
+25.3%

2005 – 2009
2006 – 2010

+2.2%
+3.1%

2010 – 2014
2011 – 2015

+17.7%
+13.7%

2007 – 2011
2008 – 2012

+1.1%
+2.3%

2012 – 2016
2013 – 2017

+17.2%
+18.0%

PAST PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. Based on the High Dividend Value Equity
composite for the period of 1998 to 2017. Source: SCCM, 2020.*
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Ten Year Returns
The ten year rolling performance as seen below, like the one for the five year, is very
consistent, even while including the “Dead Decade” of 2000-2010. During that ten
year period, the S&P 500 was actually down 5%.
Schafer Cullen High Dividend Portfolio

Annualized 10-Year Returns
+13.16
+14.05
+11.54
+11.98
+9.56
+4.91
+6.54
+6.01
+7.07
+8.75
+8.45
+8.29
+7.55
+6.30
+7.48
+10.82
+11.85

1994 – 2003
1995 – 2004
1996 – 2005
1997 – 2006
1998 – 2007
1999 – 2008
2000 – 2009
2001 – 2010
2002 – 2011
2003 – 2012
2004 – 2013
2005 – 2014
2006 – 2015
2007 – 2016
2008 – 2017
2009 – 2018
2010 – 2019

PAST PERFORMANCE DOES NOT GUARANTEE FUTURE RESULTS. Source: SCCM, 2020*

Timing
With Interest rates at historic lows, the risk-reward advantage of the Enhanced
Equity Income strategy vs. bonds would seem to be especially attractive.
If you have any questions please give us a call.

James Cullen
Chairman & CEO
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*Please see “www.schafer-cullen.com/managed-accounts” for complete performance information for the Schafer Cullen High Dividend Value
Strategy, Enhanced Equity Income Strategy and important performance disclosures.
Schafer Cullen Capital Management (SCCM or the “Adviser”) is an independent investment advisor registered under the Investment Advisers
Act of 1940. This information should not be used as the primary basis for any investment decision nor should it be considered as advice to
meet your particular investment needs. The portfolio securities and sector weights may change at any time at the discretion of the Adviser. It
should not be assumed that any security transactions, holdings or sectors discussed were or will be profitable, or that future recommendations
or decisions will be profitable or equal the investment performance discussed herein.
Past performance is no guarantee of future results. Individual account performance results will vary and will not match that of the composite
or model. This variance depends on factors such as market conditions at the time of investment, and / or investment restrictions imposed by a
client, which may cause an account to either outperform or underperform the composite or model’s performance. A list of all
recommendations made by SCCM within the immediately preceding period of not less than one year is available upon request.
The strategy depicted in this report has been managed in accordance with the investment objectives of the strategy as determined by the
Adviser. The Adviser has selected benchmarks, which in their opinion closely resemble the style of the securities held in the composite or model
portfolio of the strategy (e.g. large cap value, small cap value, international, etc.). The securities held in the composite or model are actively
managed while the benchmark index is not. Investors should be aware that the Adviser makes no attempt to match the portfolio securities, or
the security weightings of the benchmark. The composite or model’s performance will be affected greater by the price movements of individual
securities as the composite or model is more concentrated, generally less than 100 securities, while a comparative benchmark will generally
have between 500 and 2,500 securities where individual security price movements have a lesser affect.
Risk Disclosure: Market conditions can vary widely over time and can result in a loss of portfolio value. Investing in equity securities is
speculative and involves substantial risk. Options are not suitable for all investors. Covered calls do not provide a guarantee of principal.
Writing covered call options is considered to be a conservative strategy to boost the income return of a portfolio of stocks. Covered Call writing
limits the upside profit potential of the underlying security. You will only gain the appreciation from your initial purchase price to the strike
price plus the premium received from selling the call option and any dividends declared during the duration of the option. You give up any price
gains above the strike price. Covered Calls have unlimited potential for downside loss. If the stock price goes down, the call option will expire
worthless and you can keep the premium. However, the value of your stock portfolio can continue to decline. Options trading in general,
involves high risk and you can lose a significant amount of money. Investing in options or any other financial instruments involves high risk and
may not be suitable for everyone. Assignment on a written call is always possible. This strategy may incur higher costs relating to commissions
charged for the execution of the covered calls. Unless the investor uses the strategy in a “wrap” or no-commission account, a high level of
commission charges using this strategy may be incurred.
Schafer Cullen Capital Management, Inc. makes no representation that the use of this material can in and of itself be used to determine which
securities to buy or sell, or when to buy or sell them; SCCM makes no representation, either directly or indirectly, that any graph, chart, formula
or other device being offered herein will assist any person in making their own decisions as to which securities to buy, sell, or when to buy or
sell them.
All opinions expressed constitute Schafer Cullen Capital Management’s judgment as of the date of this report and are subject to change without
notice.
An investor holding shares with a low-cost basis should consult his tax advisor about the tax ramifications of writing calls on such shares.
SCCM does not provide tax advice and nothing in this document should be regarded as tax advice.
The Standard & Poor's 500 Buywrite Index is a benchmark index designed to track the performance of a hypothetical buy-write strategy on the
S&P 500 Index. The SPDR Barclays High Yield Bond ETF seeks to provide investment results that, before fees and expenses, correspond
generally to the price and yield performance of the Barclays High Yield Very Liquid Index. The Standard & Poor's 500 Index is the commonly
used measure of the broad U.S. stock market. The Russell 1000 Value Index measures the performance of the large-cap value segment of the
US equity universe. Comparisons to indices are inherently unreliable indicators of future performance. The strategies used to generate the
performance may vary from those used to generate the returns depicted in the indices. An individual cannot invest directly in an index. Schafer
Cullen Capital Management makes no representation as to the methodology used to generate the returns of any indices
mentioned. 20200422.60070
Enhanced Equity Income Returns vs. Benchmark
March 31, 2020

MTD

QTD

1 Yr

3 Yr

5 Yr

Since Incept*

SCCM Enhanced Equity Composite (gross)

-13.6

-25.3

-19.1

-3.3

1.5

5.9

SCCM Enhanced Equity Composite (net)
S&P 500 Buy-Write Index (BXM)
SPDR Barclays High Yield Bond ETF (JNK)

-13.6
-14.9
-10.9

-25.5
-22.2
-12.8

-20.0
-15.7
-7.1

-4.3
-2.4
0.4

0.5
1.4
1.5

4.8
4.1
3.8

*12/31/2010. Performance for periods greater than 1 year is annualized. Past performance is no guarantee of future results.

High Dividend Value Equity Returns vs. Benchmark
March 31, 2020

MTD

QTD

1 Yr

3 Yr

5 Yr

10 Yr

High Dividend Value Equity (gross)
-14.6
-25.3
-18.8
-0.9
3.4
8.3
High Dividend Value Equity (net)
-14.6
-25.4
-19.1
-1.3
2.9
7.8
Russell 1000 Value Index
-17.1
-26.7
-17.2
-2.2
1.9
7.7
S&P 500 Index
-12.4
-19.6
-7.0
5.1
6.7
10.5
*12/31/1993. Performance for periods greater than 1 year is annualized. Past performance is no guarantee of future results
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Since
Incept*
9.2
8.6
8.2
8.9

