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Dividend stocks are stocks issued by companies who redistribute a portion of its profits to 
shareholders on a regular basis. This dividend is usually paid in cash, although sometimes it can 
be issued as additional shares of stock. Dividends are typically issued quarterly. 

In general, companies that are able and willing to pay a dividend have mature business models with 
strong fundamentals that start with solid balance sheets. The stocks are frequently classified as 
blue chip stocks because of their reliable performance in both good and bad economic conditions. 
However, the best of breed among these companies actively seek to increase the value of its stock 
as well as its dividend. 

A dividend is a key measurement of a stock’s total return. But it does not mean that the company’s 
stock will outperform the market. That’s because paying a dividend creates some price stability for 
a stock. That stability means that dividend stocks will typically not grow at the same rate as pure 
growth stocks in bull markets. However, during market corrections, that stability also means that 
dividend stocks tend to fall less than the broader market. 

That being said, dividend stocks are frequently seen as a hedge against risk. And that’s why 
dividend stocks deserve a place in every investor’s portfolio.

Quality Dividend Stocks Never Go Out of Style 
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Why dividend stocks?
Although no stocks carry zero risk, dividend stocks represent a safer way for investors to invest 
their way to wealth. In fact, compared to bonds, dividend stocks have delivered higher (non-risk 
adjusted) returns than bonds during all meaningful time periods. For example, the 10-year U.S. 
Treasury bond has a yield of about 1.9%. But many high-quality dividend stocks have much higher 
dividend yields. 

Second, bond prices fall as interest rates rise. This means even if the Federal Reserve moves at a 
measured pace with rate hikes, it will make bonds less attractive to investors.



A dividend yield is simply a company’s dividend expressed as a percentage of its stock price. To 
calculate dividend yield use the following formula:

Dividend yield = Current annual dividend (per share)/Current stock price

Let’s look at a couple examples: 

Coca-Cola (NYSE:KO) pays a total annual dividend of $1.68 per share. Assuming its stock price on 
the day it declares its dividend is $61, its dividend yield is:

1.68/61 = .027 or 2.7%

Abbott Laboratories (NYSE:ABT) pays a total annual dividend of $1.88 per share. Assuming its stock 
price on the day it declares its dividend was $118, its dividend yield is: 

1.88/118 = .015 or 1.5%

The important thing to remember is that just as a company’s stock price fluctuates, their total 
annual dividend can also change, although this change is less frequent and usually more 
predictable. When a company issues its quarterly earnings report (as all dividend paying 
companies are obligated to do), management will provide insight to analysts about the company’s 
intention regarding the dividend payout. 

If the company anticipates its stock price will go higher, it may (depending on their dividend 
strategy and a number of other variables) increase its dividend payout to keep the yield at the 
same level or higher. By contrast, if the stock price is likely to decline, it may lower its anticipated 
dividend payout. A company lowering its dividend payout (or suspending it altogether) is not a 
positive event. However, depending on the circumstances that are bringing it about, many analysts 
may reward companies for doing the prudent thing. This was the case at the onset of the Covid-19 
pandemic in 2020. Many companies either suspended or dramatically cut dividends in anticipation 
of lower earnings. 

Understanding Dividend Yield 

What is a good dividend yield?
This leads to a fair question of what would be considered a good dividend yield. And if you look at 
the two examples above, the answer is, it depends. If you own the same amount of shares in each 
company, then you would make more dividend income from Abbott Labs. However, if you own more 
shares of KO than ABT, you’ll likely make more dividend income with that stock.

Plus, you have to consider whether you’re planning on reinvesting dividends. In that case, while the 
dollar amount you receive from KO won’t be the same as ABT, it will allow you to buy more shares 
of the company’s stock which may make your total return higher. 
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So if a little dividend yield is good, a lot is better, right? Not so fast. Dividend yield can be 
significant not only for current income. But investors who reinvest dividends will enjoy more 
benefits from compounding. A good dividend is usually considered to be between 2% and 4% with 
anything above 4% being considered an exceptional yield. 

However, it’s far more important for investors to analyze a company’s fundamentals. This will help 
you decide how sustainable a company’s dividend really is. 

A dividend yield trap is defined as a stock with a dividend that can’t be depended on to deliver its 
expected income. After all, if you are counting on the income from that high yield, and the yield 
is cut significantly, that will reduce the amount of income you receive. Not only that, but if the 
underlying business is in trouble, you could lose all or part of your initial investment. 

Fortunately, the vast majority of dividend stocks are not yield traps. Nevertheless, even when 
comparing any two dividend stocks, here are some things to look for:

• Does the company offer a reasonable payout ratio based on its earnings and free cash flow 

• Does it have history of raising its dividend with no, or few, dividend cuts

• Is the company maintaining (and preferably growing) earnings?

• How does the company’s debt-to-equity ratio compare to other company’s in its sector?

How to Avoid Yield Traps

Is an unusually high yield always bad? 
That depends on the nature of the business. In some cases, the structure of a business such as 
Real Estate Investment Trusts (REITs) or Master Limited Partnerships (MLPs) dictates that a certain 
percentage of a company’s profits must be paid to shareholders. Since this is almost always done  
in the form of a dividend, these companies will typically have higher than average yields. 
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Investors can find dividend stocks in almost any sector of the market. For example, tech stocks 
are not typically known for paying a dividend. However, Microsoft (NASDAQ:MSFT) and Apple 
(NASDAQ:AAPL) have been long-time dividend payers. 

That being said, investors will frequently find the best dividend stocks in defensive sectors. These 
are companies that offer products and services that will be in demand no matter what is happening 
in the broader economy.

The 10 Best High-Yield Dividend Stocks for 2022

Chevron (NYSE:CVX) 
MORE THAN JUST A PLAY ON RISING OIL PRICES

Oil stocks tend to serve as a hedge against inflation. By itself that fact makes Chevron a good 
stock to own in 2022. It’s a near certainty that a barrel of crude oil will soon be over $100 a barrel. 
And it wouldn’t surprise us to see $120 by the end of summer. 

That’s not reflected in CVX stock at this point. In fact, you can make a reasonable argument that 
the stock doesn’t yet reflect the price of oil at $92.25. Let us explain. 

On January 3, 2020, the price of a barrel of crude was $63.05 that’s 46% lower than it is today. 
However from January 3, 2020 until today, the price of CVX stock is only up 12%. The company is 
also making strategic investments in renewable energy with renewable natural gas being one of 
three areas where the company is attempting to make significant inroads. We think that traditional 
oil companies that are playing the long game with renewable energy should be where investors are 
looking today.

CVX stock has a dividend yield of 4.26% and is paying out $5.68 in annual dividends. The company 
is a Dividend Aristocrat having increased its dividend in each of the last 34 years. 

https://www.marketbeat.com/stocks/NASDAQ/MSFT/
https://www.marketbeat.com/stocks/NASDAQ/AAPL/
https://www.marketbeat.com/stocks/NASDAQ/AAPL/
https://www.marketbeat.com/stocks/NYSE/CVX/
https://www.marketbeat.com/originals/long-term-investors-should-look-for-a-bullish-signal-to-buy-chevron-stock/
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Exxon Mobil (NYSE:XOM)
AN INDUSTRY LEADER THAT WILL HELP YOU RIDE OUT VOLATILITY

Home Depot (NYSE:HD)
A STOCK BUILT ON A STRONG FOUNDATION

There are two schools of thought regarding oil stocks. The bearish narrative is that they are priced 
for perfection in a future that wants to make fossil fuels extinct. But, the bullish narrative reminds 
investors that the world’s clean energy future, while undeniably in process, is still years away from 
fruition. In the meantime, we’re still going to need fossil fuels. 

And that’s a good reason to invest in Exxon Mobil which is the world’s largest integrated oil 
producer. And in February 2022, the company made it clear that production volumes in the Permian 
region were up approximately 100,000 oil-equivalent barrels per day in 2021. Rising oil prices make 
drilling more cost-effective. So if more production is needed, Exxon stands ready to deliver.

Besides, at this time, Exxon Mobil is trading at a very reasonable valuation with a forward price/
earnings ratio of 11.57. And using the example we used with Chevron, XOM stock is up less than 10% 
from its price on January 3, 2020 when the price of a barrel of crude was 46% lower than it is today. 

Plus, XOM is a low-beta stock. It’s not going to give investors meteoric growth. But it should also let 
you sleep at night, particularly while you’re enjoying the company’s dividend which currently yields 
4.59% and has been increased in each of the last 38 years. 

Home Depot is running into some stormy weather that is knocking the stock down from its all-time 
high set in December 2021. The company faces margin pressure as supply chain pressures continue 
to weigh on the company. 

Those pressures are likely to remain in place for some time. However, the housing market remains 
tight which should be a catalyst for homeowners to continue remodeling their homes to increase its 
value. However, the potential for rising interest rates will test the resolve of homeowners. 

With all that said, Home Depot may not offer much share price growth. But when you buy a stock 
like Home Depot, you’re buying it for the long haul. Home Depot was one of the retailers at the tip of 
the spear in creating an omnichannel model that became a necessity during the pandemic. That $11 
billion investment will continue to pay off particularly considering that the products sold at Home 
Depot are largely immune to pressure from a company like Amazon (NASDAQ:AMZN).

And when you own HD stock, you’re getting a stock that pays a $6.60 annual dividend that right 
now comes out to a 2.14% yield. That’s at the low end of the range for “high-yield” dividend stocks. 
But Home Depot is a good foundational piece that has been paying a dividend for 34 years and has 
increased it for the last 13 years. 

https://www.marketbeat.com/stocks/NYSE/XOM/
https://www.marketbeat.com/stocks/NYSE/HD/
https://www.marketbeat.com/originals/home-depot-could-shed-another-17-before-hitting-bottom/
https://www.marketbeat.com/stocks/NASDAQ/AMZN/
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Medtronic (NYSE:MDT)
THE AGING OF AMERICA GIVES MDT STOCK A FIRM FLOOR

AbbVie (NYSE:ABBV)
A STRONG VALUE STOCK IN A VOLATILE SECTOR

Investors in MDT stock had to feel like runners on the starting blocks in 2021. The manufacturer of 
device-based medical therapies and services had a series of false starts. Just as the initial vaccine 
rollout was bringing back elective procedures, the Delta variant hit. Then just when things were 
recovering again, the Omicron variant struck.

And caught in the middle was a company like Medtronic. When all was said and done, MDT stock 
was down 11% in 2021. However, what investors need to remember is that this isn’t because of 
softening demand. It was, quite literally, an act of God. And prior to the sell-off that started in 
September 2021, Medtronic had rewarded investors with a gain of 65% in the last five years.

That might not light up growth-minded investors. But long-term investors will want to take a close 
look at a company with the ability to generate cash flow in its three largest businesses and put that 
into continued innovation. Then when you combine an attractive valuation and with a likely surge in 
demand, you have the ingredients for a banner year. Plus the company’s dividend has increased in 
each of the last 45 years and currently has a yield of 2.45%.

When investors are looking for value stocks, the biopharmaceutical sector is not the first place 
investors might look. But then again, not every stock has a track record like AbbVie. The company 
delivered a mixed earnings report in February making the cardinal sin of missing on analysts’ 
expectations. 

But when investors had time to digest the report they’re seeing that it’s not so bad. They beat on 
earnings and missed on revenue. As an investor, if the company for a stock I hold has to have a 
mixed earnings report, that’s the combination I prefer. 

There is some concern over the fact that AbbVie will soon lose its patent protection for its flagship 
drug, Humira. However, the company is beginning to see increased revenue from Skyrizi and Rinvoq 
which the company expects to pick up the slack. 

ABBV stock has a very attractive valuation which is up 8% in 2022. The key word in that sentence is 
the word “up.” In a market where everything seems to be falling, AbbVie recently hit an all-time high. 

But if you need more convincing you can factor into your decision the fact that the company is 
guiding for full-year earnings that are higher than analysts’ estimates. And the company recently 
became part of the elite Dividend Kings club when it delivered 50 consecutive years of increasing its 
dividend which now has a yield of 3.84%. 

https://www.marketbeat.com/stocks/NYSE/MDT/
https://www.marketbeat.com/stocks/NYSE/ABBV/


JPMorgan Chase (NYSE:JPM)
LOOK FOR THE BEST-IN-CLASS AS INTEREST RATES RISE

American Electric Power (NASDAQ:AEP)
A TRADITIONAL UTILITY PACKING PLENTY OF PUNCH

Like many supposedly blue-chip stocks, JPMorgan Chase stock fell sharply after earnings. The 
banking giant beat on earnings but missed on revenue. But in a market that was more than priced for 
perfection that was enough to send the stock lower. 

But buying dividend stocks means finding stocks that will stand the test of time. With interest rates 
likely to rise, no matter to what degree, that will be a benefit to banking stocks in general. JPM stock 
has an attractive valuation at the moment. And with earnings and revenue likely to benefit from rising 
interest rates, investors should look to add shares at opportunistic price points. 

Early in 2021, CEO Jamie Dimon warned investors of the growing threat that fintech companies 
represented to traditional banks. With that said, JPMorgan is making a significant investment in its 
digital capabilities. That should continue to pay dividends for the company in terms of streamlining 
operations. 

If that’s the case, the 16% upside those analysts are forecasting for JPM stock may be on the low side. 
And even if it doesn’t, investors can enjoy a stock that pays out a $4.00 per share annual dividend 
which the company has been increasing for 11 years. That calculates to a 2.69% dividend yield.

When many investors think of high-yield dividend stocks, they think of utility companies and that’s 
what they get with American Electric Power. The company services 5.5 billion customers in over 
eleven states and has $86 billion in total assets. The company has the largest transmission system 
in the United States with over 40,000 transmission lines. 

As investors would expect, AEP offers a solid dividend that currently pays $3.12 annually with a 
dividend yield that currently calculates to a 3.69% dividend yield. The company has increased its 
dividend in each of the last 13 years. 

What some investors may not expect is that the consensus price target of analysts suggests that 
AEP stock may have an upside of over 12% from its current level. That’s nice growth for a utility 
company, particularly in a year when investors will be looking for growth wherever they can find it. 
And that’s reflective of the company’s EPS growth which is projected to be between 5% and 7%  
this year. 

And although the stock looks properly valued at the moment, earnings and revenue are both 
expected to grow in the next five years which should create additional opportunities for growth.
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NextEra Energy Partners (NYSE:NEP)
A SOLID MID-CAP THAT IS COMMITTED TO CLEAN ENERGY

Camping World (NYSE:CWH)
INVEST IN THE CHANGING OUTLOOK FOR HOME AND WORK

To this point, we’ve been focusing on large-cap stocks and with good reason. These stocks tend to 
have less volatility. But investors can still find attractive dividend stocks at mid-cap and small-cap 
levels. And one stock for investors to consider is NextEra Energy Partners. 

NextEra Energy engages in the acquisition, management, and ownership of contracted clean energy 
projects with long-term cash flows. That includes ownership interest in wind and solar projects 
throughout North America along with natural gas infrastructure assets in Texas.

NEP stock has been selling off as President Biden’s signature spending bill, which was loaded with 
billions of dollars for clean energy initiatives, is stalled. However, the clean energy movement was 
moving forward before 2021 and that bodes well for the future of NextEra Energy Partners. 

Even after the sell-off, NextEra stock still looks overvalued. However, analysts still give the stock a 
35% upside. And that’s even after an earnings report in which the stock missed on both revenue and 
earnings. NEP stock pays a $2.83 annual dividend which is well above the industry average of $1.34. 
That calculates out to a 3.99% dividend yield. The company has increased its dividend in each of the 
last seven years.

Companies such as Camping World were among the pandemic winners. Demand for recreational 
vehicles and outdoor sports equipment soared as Americans adjusted to a new normal. CWH stock 
is up 573% since hitting a five-year low at the onset of the pandemic. And that’s after a 37% selloff 
since December 2021. 

With a gain like that in a market like this, it’s reasonable to ask if it’s time to sell. Our belief which is 
shared by several analysts is that investors should still be looking for opportunities to buy CWH stock.

The reasons are two-fold. First, the pandemic has blurred the lines between work and home. With more 
workers in full-time remote or hybrid work models, Americans are turning towards the “bleisure” life. 
This bodes well for RV companies many of which are still dealing with backlogs. The second reason 
is that, for some Americans, RVs are becoming their primary residence as home and rent prices soar. 

Analysts give Camping World stock a 94% upside which seems believable since the stock currently 
has an attractive valuation. And with a dividend that currently yields 6.95%, investors are likely to 
have two ways to profit from an investment in CWH stock. 
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New Jersey Resources (NYSE:NJR) 
A SMALL-CAP THAT CAN PROVIDE SAFETY AMIDST VOLATILITY

We conclude this list with a small-cap stock. This is defined as a stock with a market cap of under $2 
billion. Investors need to be careful when investing in these stocks because they can be quite volatile. 
However, New Jersey Resources is a utility company and one that’s focused on delivering clean energy.

In 2020, the company announced a goal of achieving net-zero greenhouse gas emissions from its gas 
utility operations by 2050. And in November 2021, NJR reported that its energy-efficiency investments 
are putting it in a strong position to deliver renewable natural gas (RNG) and even green hydrogen to 
customers. And the company is also planning to transform its fleet to low- or no-carbon fuels to meet 
its 2050 goal. 

With a 3.61% dividend yield, New Jersey Resources is one of the most consistent small-cap stocks 
at rewarding shareholders. The company has paid a dividend since 1952 and is a Dividend Aristocrat 
having increased its dividend in each of the last 27 years.

 The stock appears to be properly valued at the moment, but is well ahead of the Russell 2000 
index which is down 14% for the year. And with growth projected to accelerate in the next five years, 
opportunistic investors may benefit from some growth to go along with an attractive dividend.
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