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                                                                                  Conversations with Ken: Dividend Select  

 

 

Welcome to Conversations with Ken–a podcast where we discuss relevant topics in investing. I'm Ken 

Crawford, Portfolio Manager with Argent Capital Management.  

 

Ken: Today I have with me my colleague, Scott Harrison, on the Large Cap team, the lead Portfolio 

Manager for the Dividend Select strategy at Argent. 

 

Scott: Hey Ken, thanks for having me today. 

 

Ken: Our pleasure and why don't you tell listeners your history with Argent and what do you do at Argent 

today? 

 

Scott: Sure, I appreciate that. My history at Argent started just over 21 years ago. I actually came on board 

in January of 2000 and I was fresh out of college at the time and so it worked out great because Argent was 

a young, upstart company. They were looking for talent to hire, and I was out of college just looking for an 

opportunity so it was a wonderful combination that has worked out well. 

 

Ken: And you have done what, over those, what, 21years? 

 

Scott: 21 years, sure, when I started Argent really was focused on operations, operations and trading, I 

would say. Back then, I guess I was the third employee. And so it was at that point in time, it was do 

anything and everything to keep the company going and to grow. So it was just a wonderful opportunity, 

because I've had the opportunity to really learn all different aspects of the company. And so looking back 

over my 21 years, it's just been invaluable experience. 

 

Ken: And today, you're doing what? 

 

Scott: Today I focus on large cap stocks. So as portfolio manager, I actually partner with a gentleman named 

Ken Crawford, who happens to be sitting with me. So I have the pleasure of leading both large cap strategies 

in partnership with him and our large cap investment team. 

 

Ken: That's right. Scott and I have been together-I've been at Argent, I guess I'm a newbie relative to Scott 

only 19 years. So what I'd like to do, if it's alright with you, Scott is to focus on the Dividend Select strategy 

where I think you are more the trigger puller than I am. Can you tell people what that strategy is? 

 

Scott: Sure. So the Dividend Select strategy has been around at Argent now for 16 years. And it was an 

example of-at the time, we were looking really for a need that our clients had, we were looking for a solution. 

And the need at that time was a consistent source of income. I mean, clients were also looking for a little 

bit lower volatility way to invest in stocks. I like to refer to it really as that sleep at night portfolio that can 

compound cash and offer attractive income to our clients. So that was the focus at the time, it continues to 

be the focus today. And it's been a very consistent strategy. And we've been extremely happy with it. 
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Ken: So I've heard you say sleep at night several times. And when I think of stocks, you don't have any hair, 

but I got a lot of gray hair- obviously you are talking about volatility in the market. So how does sleep at 

night jive with stock portfolios? 

 

Scott: That's right. A couple of things that really are a hallmark of the strategy, in terms of dealing with that 

volatility is you'll see that the companies that we invest in, these are well known large cap companies. These 

are companies with investment grade balance sheets. And importantly, these are companies that have shown 

the ability to compound cash flows over time and do so consistently. And so, in volatile times in a stock 

market, those hallmarks really show up in favorable ways for our investors. And it's what we look for so 

that regardless of what's going on in the market environment, it does provide that sleep at night quality that 

our clients are looking for. 

 

Ken: No, it sounds interesting. So last year, I mean, keeping with kind of the volatility theme-2020 

obviously a difficult year-the pandemic we had large companies eliminate their dividends because they 

were worried about their cash flow and want to hoard cash. How did dividend select do in that environment? 

 

Scott: Of the 35 companies that we owned during the pandemic, we had one company eliminate their 

dividend. That company was Las Vegas Sands, a Macao based casino, and they eliminated their dividend. 

And that's an automatic sell trigger for our investment strategy. The dividends are extremely important. The 

portfolio, as I mentioned earlier, is built on that strong foundation of dividend paying stocks. So we were 

very pleased that only one of the 35 companies eliminated their dividend. And that compares to the overall 

market where we were looking at about 20% of the dividend paying companies reduce or eliminate their 

dividend overall. So for us one out of 35 was an excellent hit rate. 

 

Ken: Well, that sounds like you must have done a lot of good fundamental research on the way in to prepare 

the portfolio and your clients for that. Peter Roy, when he was here talked about downside capture. And I 

think you have talked about that as well but firstly explain for listeners if they don't know, what downside 

capture is, and then how does that bleed into the way you invest? 

 

Scott: That's right. Downside capture is really a way to measure the portfolio’s ability to withstand draw 

downs in the market. A downside capture number below 100% simply means that if the stock market goes 

down, we're capturing less of that downside than the overall market. So the lower the downside capture the 

better for investors. For our portfolio, since its inception, the Dividend Select strategy, downside capture 

has been 85%. So again, back to how that's measured. That assumes that if the market goes down, our 

portfolio is only capturing about 85% of that downside. So while we don't like down markets, it has been a 

consistent area for our strategy to outperform. 

 

Ken: Well, that sounds very, very impressive. So moving from, say, 30,000 feet down to 10,000, or 1,000- 

are there any particular stocks that you have in the portfolio today that intrigued you?  

 

Scott: There sure is. And I would give credit to our tech analyst on this one Ying Ko, the company that 

stands out to me today is automatic data processing, symbol is ADP. We all know ADP, it is the largest HR 

Company in the world. Years ago, it was really thought of as just a payroll processing company and the 

company has completely transformed itself to cloud based solutions. And what it really has done is turn 

itself from a transaction-based company to really this HR outsourcing investment. And we see it from 

companies of all sizes today, where companies are looking to outsource their HR look for efficiencies, and 

ADP is right at the leading edge of that.  
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Ken: Sounds like an interesting company. I've talked to Kirk, I've talked to Peter, Portfolio Managers, 

Argent Mid Cap and Small, they both talked about relatively low turnover. That it seems to be a theme 

across Argent strategies. Where does Dividend Select fallout with that? 

 

Scott: You're exactly right, Ken low turnover does is a thread that connects all of our strategies. And our 

Dividend Strategy is the same low turnover is very important and year to date that turnover is about 10%. 

 

Ken: 10% very low. Is that what it's been historically? 

 

Scott: You know, if we look back over time, historically, it's been around 18% or so for the strategy overall. 

So 18% is below industry average. And so to have something year to date, where it's at 10%, that's even 

more attractive. 

 

Ken: So if you're running 18%, 10%, plus or minus, doing the quick math, you have to come up with about 

five or six names a year, new names, is that about right? 

 

Scott: That's correct. And for folks listening to us out there, one of the interesting aspects of this strategy is 

just how selective we are. And that's very intentional, it's very important to us, and it's directly related to 

the consistent results that our investors have witnessed. It's interesting, because when we look back, you 

know, the power of compounding is really one of the first lessons we learn as finance students on just how 

important that is. But when you look across our industry, it's something that's very hard for investors to 

actually do. Everything seems to be set up for action. And as we know, as human beings, the more action 

we take, generally, the worse the outcomes are. So the low turnover, it really ties into the ability of these 

companies to compound that cash flow year in and year out. And it really, really drives the benefits that we 

see longer term. A quick example that I like to share with investors, if we look at one of our top holdings, 

Microsoft, it was a company that we actually invested in 10 years ago. And at that time, the average cost 

basis on the stock is about $25 for our early investors, something we're very proud of. But what's important 

about that is today, if you look at the dividend, which is essentially $2.50 a share, I'm just slightly under, 

but essentially $2.50 a share. What we know is our investors from the time we originally invested, that's a 

10% return on that original investment just from the dividend itself. And that really highlights the power of 

compounding in the wealth creation of this strategy over time. One of the things I always like to tell our 

clients, for anyone that's interested in our Dividend Select strategy is, I just have a firm philosophy and a 

belief that the best way to make money is not to lose it in the first place and that's really where the Dividend 

Strategy starts our thinking. And so for every investment that we make, we really start with that thought 

process of downside protection and compounding cash flows. 

 

Ken: The power of compounding talked about by a guy named Einstein, if I remember. 

 

Scott: That’s right. 

 

Ken:  I would imagine if there's low turnover, you mentioned holding Microsoft for 10 years that has to be 

a good tax benefit for high net worth individuals who have taxable accounts. 

 

Scott: That's exactly right. Tax efficiencies, very important for investors. As we all know, whenever you 

sell a stock with a gain, Uncle Sam asks that we pay our fair share on that sale. For investors, if we can 

continue to partner with the right companies and hold them for the long term and not have to sell them all 

the time, that certainly reduces our tax burden. 
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Ken: So it sounds to me, low turnover, focus on downside, high cash generation dividends, truly an all-

weather portfolio. 

 

Scott: I would agree with that. And it's one of the things that we have heard from our investors is that if you 

look back, especially since the strategy's inception, is we take great pride in delivering what we talk about. 

And so the results of the strategy have been consistent over the 16 years. And importantly, the dividend 

which was attractive when we started remains so today, above the average stock, above the S&P and above 

the Russell 1000 Value. That's been a hallmark of the strategy, those attractive dividend yields, 

compounding cash flows, and very impressive risk adjusted returns for the strategy. 

 

Ken: And certainly low interest rates in environments have to make dividend yields that much more 

attractive to investors today. 

 

Scott: They do, one of the attractive features is certainly the cash flow from dividends themselves. And one 

of the things that we looked at, really at the inception of the strategy, is if you look back over the last 100 

years of the stock market's returns, you know, just over 40% of the returns actually come from dividends 

themselves. So having a part of your portfolio that's focused on dividends, really opens up a return 

opportunity that otherwise might be neglected. So it's a way that our investors can benefit from a lower risk 

strategy that continues to deliver that attractive cash flow that so many individuals are looking for today. 

 

Ken: Well, Scott Harrison, thank you very much for your time, telling our listeners about the Dividend 

Select strategy. This is Ken Crawford, Portfolio Manager at Argent Capital Management, saying thank you 

again, thank you for tuning in and keep posted for the next podcast.  

 

Thank you for listening to Conversations with Ken. For now, stay safe, stay well and thank you for investing 

your time with us.  
 


