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The Dogs of the Dow is an investment strategy 

popularized by Michael B. O'Higgins from the early 

1990’s which suggests that an investor yearly selects 

the top ten Dow Jones Industrial Average highest 

dividend yielding stocks.  

 

Enthusiasts of the Dogs of the Dow strategy argue 

that blue chip companies typically don’t cut or 

reduce their dividend during poor markets and 

consequently as the price of the company falls the 

dividend yield rises. Ergo DJIA companies whose 

price have fallen the farthest or who are under the 

greatest amount of pressure will have the highest 

yields in the group. The thesis is that there is a cycle 

to these companies and as they improve their relative 

value, the underlying price of the stock should rise. 

This is very similar to contrarian or value investing 

without having to exhaustive research. Ultimately, 

by selecting these companies you are assuming that 

by being included in the DJIA, the balance sheet and 

income statement analysis has already been done. In 

essence this strategy is contrarian investing with 

blinders on. The assumption is that an investor 

annually reinvesting in DJIA high-yield companies 

should out-perform the overall market. The logic 

behind this is that a high dividend yield suggests 

both that the stock is oversold and that management 
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will refuse to cut or reduce dividends and continue to 

pay out a relatively high dividend. Investors are 

thereby hoping to benefit from both a relatively high 

dividend and potentially above average capital 

returns.  

 

As one can see in the below chart is that while 

O’Higgins model produced some good returns prior 

to the 2000’s, it has had a spotty return profile in 

outperformance in recent years. The attraction is 

that an investor will end up owning the most 

stalwart companies of the US exchanges, a regular 

above average income stream and in theory a 

portfolio of undervalued stocks without having to 

spend a lot of time researching them. 

 

The strategy does cycle in and cycle out of relative 

performance and the wager is that perhaps this year 

will be the year of the relative outperformance for 

the Dogs of the Dow. 

 

The thirty companies now in the Dow Jones 

Industrial Average are all significant players in their 

respective industries, and their stocks are widely 

held by individuals and institutional investors. As of 

December 31, 2008, The Dow® represented 27% of 

the float-adjusted market capitalization of the Dow 
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Jones U.S. TSM Index, which provides near 

complete coverage of the U.S. stock market. 

 
The performance of this theory using the top ten 

yielders rebalanced yearly is in the chart above. 

 

So to sum up, the Dogs of the Dow theory is really 

quite straightforward. By sorting these thirty 

companies to find the ten stocks with the highest 

dividend yield, you are choosing companies that are 

undervalued relative to their index peers.  By 

refreshing the list each year, you're always investing 

in new "Dogs."  The assumption is that these are the 

stocks that can offer the greatest chance of 

outperforming the index, thereby providing both 

above average regular income and potentially above 
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average capital gains. 

 

 

See below for the top ten highest yielding DJIA 

companies as of Sept 11, 2011 – good luck and good 

fortune! 

 

 


