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Z
acks Investm

ent M
anagem

ent 
�

E
stablished in 1992 

�
E

xperienced portfolio m
anagem

ent – 
sam

e m
anager since inception in 1992  

�
Fundam

ental investing based on 
proprietary m

odels  
�

Blend of quantitative and qualitative 
stock selection process 

�
E

xpertise in earnings and using earnings 
estim

ates in the investm
ent process 

�
E

very stock in the universe has a unique 
alpha-score 

�
 W

holly ow
ned subsidiary of our parent 

com
pany, Z

acks Investm
ent Research 

 

Z
acks Investm

ent R
esearch 

�
Founded in 1978 by Leonard Z

acks, 
PhD

 in M
athem

atics, M
IT  

�
W

all Street “Think Tank” 
�

O
riginated the concept of the E

PS 
surprise 

�
Pioneer in earnings and earnings 
estim

ate revisions analysis  
�

D
evelopm

ent of the Z
acks 

Perform
ance Rank, a tim

e tested, 
proprietary stock-ranking m

odel 
w

hich is the core of the Z
acks 

Investm
ent Philosophy 

�
O

ne of the largest independent 
equity research providers in U.S. 
 

2



 ZA
C

K
S IN

V
E

STM
E

N
T M

A
N

A
G

E
M

E
N

T: FIR
M

 O
V

E
R

V
IE

W
 

Z
acks Investm

ent M
anagem

ent, a boutique w
ealth m

anagem
ent firm

 founded in 1992, is a leading expert on 
earnings and using earnings estim

ates in the investm
ent process. W

e are a w
holly ow

ned subsidiary of our 
parent com

pany, Z
acks Investm

ent Research founded in 1978, one of the largest providers of independent 
research in the U.S. 
 In 1978, after receiving his Ph.D

. from
 M

IT, Len Z
acks published a sem

inal article w
hich first docum

ented 
the value of using earnings estim

ate revisions to select stocks. A
 few

 years later w
e originated the concept of 

the E
PS surprise w

hich has now
 becom

e w
idely used in the investm

ent industry. This work led, in 1982, to 
the developm

ent of the Z
acks Perform

ance Rank, a proven, proprietary stock-ranking m
odel w

hich is the 
core of the Z

acks Investm
ent Philosophy. A

t Z
acks, our litany of PhD

s develop and refine our ow
n 

proprietary quantitative m
odels and review

 academ
ic investm

ent research each year in order to uncover new
 

insights into m
aking investm

ent decisions.  
 O

ver the past 30 years, the core of our investm
ent m

anagem
ent process rem

ains unchanged. The m
ost 

im
portant fundam

ental factor affecting stock prices is earnings. The changes in stock values, over tim
e, have 

alw
ays been attributable to earnings. O

ur studies of analyst estim
ate revisions have proven to be the m

ost 
pow

erful leading indicator in forecasting and predicting m
aterial changes in earnings. The end result is an 

active m
anagem

ent approach that has generated exceptional results and w
e w

ill continue to adhere to this 
discipline in all m

arket cycles.   
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The above illustration represents $100,000 invested on January 1, 1950 through D
ecem

ber 31, 2016.  The lite green line show
s the grow

th of the investm
ent assum

ing 
dividends w

ere reinvested. The resulting value equals $124,88,965. The dark green line represents the value of the investm
ent assum

ing all dividends w
ere taken in cash and 

not reinvested.  The  sam
e $100,000 investm

ent results in an ending value of $14,703.198 
Source:  Standard &

 Poors / Z
acks Investm

ent Research 

M
arket Scenarios  

The case for dividend-paying stocks is particularly com
pelling considering the recent m

arket clim
ate and current expectations for the foreseeable future. 

  Slow
er E

conom
ic G

row
th – Protect yourself from

 lim
ited price appreciation. E

ven in a slow
er econom

ic grow
th environm

ent dividend yielding stocks provide a 
m

ore certain level of return as a cushion for volatile tim
es. 

  B
ond M

arket C
oncerns – Investor m

oney has poured into fixed incom
e m

arkets causing prices to rise and depress yields. D
ividend-paying stocks represent a w

ay 
to diversify am

ongst incom
e investm

ents for protection. 
 Search for Y

ield – Y
ields are becom

ing scarce in other asset classes as investor dem
and for yield increases 

 �
Significant Source of T

otal R
eturn                

D
ividends have accounted for nearly 40%

 of total 
return to equities since the 1930’s  

�
Low

 R
elative V

olatility                             
D

ividend paying stocks have historically had low
er 

volatility com
pared to non-dividend paying stocks. 

�
Favorable T

ax T
reatm

ent                            
D

ividends are currently taxed at 20%
 on qualified 

dividends as opposed to ordinary incom
e. 

�
D

ow
nside C

apture                                     
D

ividend paying stocks offer dow
nside protection 

during periods of m
arket declines. 
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So
urc

e
:  Sta

nd
a
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 a
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 Po

o
rs / Za

c
ks Inve

stm
e

nt Re
se

a
rc

h .  Pa
st Pe

rfo
rm

a
nc

e
 is no

 g
ua

ra
nte

e
 o

f future
 re

sults 

�
Since the 1930’s, dividends have contributed to nearly 40%

 of the stock m
arket’s total return 

�
D

ividends can help low
er volatility and offer dow

nside protection during m
arket declines 
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6 
P

ast p
erfo

rm
an

ce is n
o

 gu
aran

tee o
f fu

tu
re resu

lts.  Th
is ch

art is fo
r illu

strative p
u

rp
o

ses o
n

ly an
d

 is n
o

t rep
resen

tative o
f an

y p
articu

lar p
ro

d
u

ct. 
So

u
rce: Zep

h
yr Style A

d
viso

r 
See im

p
o

rtan
t d

isclo
su

re in
fo

rm
atio

n
 at th

e en
d

 o
f th

is d
o

cu
m

en
t.  
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 �The Z
acks D

ividend Strategy seeks to outperform
 the Russell 1000 Value Index w

ith less risk than the S&
P 500 

  R
anking C

om
panies 

 �U
niverse starts w

ith the com
panies w

ithin the Russell 1000 Value index 
 � M

ulti-factor m
odel assigns a score; 1-99 on a daily basis (based on three prim

ary factors listed below
). Score 

equates to overall expected alpha 
 � Buy and sell rules are im

plem
ented based on a com

pany’s overall alpha score and risk characteristics 
  T

hree Factor A
lpha M

odel 
 �D

ividend Y
ield: Com

pares the size, grow
th rate, and predictability of incom

e relative to the m
arket. 

 � Free Cash Flow
: Relatively strong cash flow

s signal the dividend is sustainable 
 � Short Interest: D

ividend paying securities w
ith low

 levels of short interest have dem
onstrated low

er volatility   
over tim

e. Low
 levels of short interest also indicates a sustainable dividend.  
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O
ur investable universe begins w

ith the Russell 1000 Value Index. 

E
ach com

pany w
ithin our universe receives three separate scores relative 

to their peers for each factor in our 3-factor, proprietary alpha m
odel. 

The three scores for each com
pany are com

bined to assign a 1-99 alpha 
score to each com

pany in our universe.  

A
n O

ptim
izer is then used to m

axim
ize predicted return, w

hile reducing 
predicted risk. 

A
 buy, sell, hold list is created for the current portfolio 

The portfolio m
anagers review

 the buy/sell/hold lists and m
akes 

necessary adjustm
ents in the portfolio.  

The Z
acks D

ividend Strategy seeks to 
outperform

 the Russell 1000 Value Index w
hile 

having a significantly higher dividend yield as the 
S&

P 500 Index. 
8
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Yield
s are su

b
ject to

 ch
an

ge.  P
lease see d

isclo
su

res at th
e en

d
 o

f th
is d

o
cu

m
en
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Q
1

Q
2

Q
3

Q
4

Zacks D
ivid

e
n

d
 Yie

ld
3.50%

3.83%
3.57%

3.60%

S&
P

 500 Yie
ld

1.78%
1.81%

1.81%
1.77%

Zacks D
ivid

e
n

d
 Yie

ld
3.77%

3.53%
3.47%

3.35%

S&
P

 500 Yie
ld

1.82%
1.89%

1.83%
1.77%

Zacks D
ivid

e
n

d
 Yie

ld
3.34%

3.33%
3.40%

3.48%

S&
P

 500 Yie
ld

1.85%
1.78%

1.81%
1.93%

Zacks D
ivid

e
n

d
 Yie

ld
4.00%

3.94%
4.04%

4.76%

S&
P

 500 Yie
ld

2.16%
2.22%

2.42%
2.94%

Zacks D
ivid

e
n

d
 Yie

ld
4.89%

3.79%
3.31%

3.18%

S&
P

 500 Yie
ld

3.05%
2.33%

2.07%
1.86%

Zacks D
ivid

e
n

d
 Yie

ld
3.06%

3.50%
3.34%

3.22%

S&
P

 500 Yie
ld

1.85%
2.15%

1.98%
1.81%

Zacks D
ivid

e
n

d
 Yie

ld
3.24%

3.32%
3.94%

3.52%

S&
P

 500
1.82%

1.95%
2.38%

2.12%

Zacks D
ivid

e
n

d
 Yie

ld
3.17%

3.35%
3.23%

3.23%

S&
P

 500
2.14%

1.84%
1.99%

2.24%

Zacks D
ivid

e
n

d
 Yie

ld
2.91%

2.93%
2.94%

2.94%

S&
P

 500
2.11%

2.13%
2.03%

1.89%

Zacks D
ivid

e
n

d
 Yie

ld
2.87%

2.87%
2.92%

2.84%

S&
P

 500
1.94%

1.94%
2.04%

2.01%

Zacks D
ivid

e
n

d
 Yie

ld
3.01%

3.12%
3.40%

3.27%

S&
P

 500
2.03%

2.11%
2.27%

2.20%

Zacks D
ivid

e
n

d
 Yie

ld
3.32%

3.24%
3.20%

3.11%

S&
P

 500
2.18%

2.18%
2.60%

2.10%

Zacks D
ivid

e
n

d
 Yie

ld
3.15%

3.14%
3.05%

S&
P

 500
2.02%

2.02%
1.98%

2012

2013

2014

2015

2007

2008

2009

2010

2011

2017

2016

2005

2006
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M
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A

G
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M
E

N
T

T
h

ird Q
u

arter 2017

Portfolio C
h

aracteristics
Zacks D

ividend Strategy 

D
ISCLO

SURE  Past Perform
ance is not indicative of future results.  Inherent in any investm

ent is the potential for loss. The portfolio characteristics for the Dividend Strategy are as of 9/30/2017 for a 
representative account. The reader should not assum

e that the investm
ents identified and discussed w

ere or w
ill be profitable. All inform

ation is provided for inform
ational purposes only and should 

not be deem
ed as a recom

m
endation to buy or sell securities.  The Russell 1000 Value Index is a w

ell-know
n, unm

anaged index of the prices of 1000 large-com
pany value com

m
on stocks selected by 

Russell. The Russell 1000 Value Index assum
es reinvestm

ent of dividends but does not reflect advisory fees. An investor cannot invest directly in an index. The volatility of the benchm
ark m

ay be m
aterially 

different from
 the individual perform

ance obtained by a specific investor.

Secto
r B

reakd
o

w
n

Zacks D
ivid

en
d

 Strateg
y

(as of Septem
ber 30, 2017)

Source: Russell

 
Zacks 

R1000 
Sector 

D
ividend 

Value 
Difference

 Technology  
10.54%

 
7.50%

 
3.04%

Health Care  
15.92%

 
 13.86%

 
 2.06%

Consum
er Discretionary and Services 

 5.82%
  

8.23%
 

 -2.41%

Consum
er Staples 

 9.74%
 

 7.70%
 

 2.04%

Energy 
 9.81%

 
 10.98%

 
 -1.17%

M
aterials and Processing 

 2.22%
 

 3.18%
 

 -0.96%

Producer Durables 
 9.97%

  
8.21%

  
1.76%

Financial Services 
 29.94%

 
 30.99%

 
 -1.05%

Utilities 
 6.04%

 
 9.34%

 
 -3.30%

Po
rtfo

lio
 Statistics

Zacks D
ivid

en
d

 Strateg
y

(as of Septem
ber 30, 2017)

To
p

 H
o

ld
in

g
s

Zacks D
ivid

en
d

 Strateg
y

(as of Septem
ber 30, 2017)

 
 Zacks  

Russell 
 

Dividend 
1000 Value

Price/Earnings 
17.00 

18.86

Price/Book 
2.65 

2.06

Dividend Yield 
3.05%

 
2.45%

Num
ber of Holdings 

59 
716

Turnover 
 16.00%

 
N/A

Ticker 
Com

pany 
 

W
eight

JPM
 

JP M
ORGAN CHASE & CO.  

3.65%

M
RK 

M
ERCK & CO 

2.99%

JNJ 
JOHNSON & JOHNSON 

2.86%

M
SFT 

M
ICROSOFT 

2.79%

PFE 
PFIZER INC. 

2.79%

CSCO 
CISCO SYSTEM

S 
2.56%

PG 
PROCTER & GAM

BLE 
2.56%

W
FC 

W
ELLS FARGO  

2.54%

HD 
HOM

E DEPOT 
2.53%

T 
AT&T INC. 

2.52%

XOM
 

EXXON M
OBIL CORP 

2.41%

W
M

T 
W

AL-M
ART 

2.38%

PLD 
PROLOGIS INC 

2.33%

PM
 

PHILIP M
ORRIS 

2.29%

ABBV 
ABBVIE 

2.27%

VZ 
VERIZON 

2.12%

AM
P 

AM
ERIPRISE FINANCIAL 

2.02%

PRU 
PRUDENTIAL FINANCIAL 

2.00%

GE 
GENERAL ELECTRIC 

1.97%

ETN 
EATON CORP 

1.94%
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M

anaged Accounts 
M

utual Funds 
ETF’s 

Active Professional M
oney M

anagem
ent 

O
w

nership of U
nderlying Securities 

Transparency  (all fees and holdings are visible) 

Tax Efficiency (ability to harvest tax gains/losses) 

Custom
ization (restrict certain stocks or sectors) 

Liquidity  (access to your investm
ent) 

Fully Invested 

M
anaged accounts are grow

ing increasingly popular as m
ore investors recognize their appeal:  the advantage of professional m

oney 
m

anagem
ent, the tax benefits of direct ow

nership of securities, and the ability to construct a portfolio tailored to your particular objective. 
 M

anaged A
ccounts are ideal for investors w

ith: 
• A

 m
inim

um
 of $100,000 to invest 

• A
 desire for m

ore personalized investm
ent m

anagem
ent 

• Long term
 investm

ent goals 
• Recent liquidation of assets 

To better illustrate the advantages of M
anaged A

ccounts versus M
utual Funds and E

TF’s ow
nership, please refer to the chart below. 
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M
itch

 Z
acks, M

B
A

 –
 S

en
ior P

ortfolio M
an

ager 
M

itch Z
acks is the firm

’s prim
ary expert on quantitative investing. M

itch has w
ritten two books on quantitative 

investm
ent strategies,  A

head O
f The M

arket and The Little Book of Stock M
arket Profits: The Best Strategies of A

ll Time 
M

ade Better, one of the top selling investm
ent books at that tim

e. M
itch has been w

ith Z
acks Investm

ent 
m

anagem
ent for 19 years. M

itch has been featured in various business m
edia including the Chicago Tribune and 

CN
BC and w

rote a w
eekly colum

n for the Chicago Sun-Tim
es. Prior to joining Z

acks, M
itch w

as an investm
ent 

banking analyst w
ith Lazard Frères in N

ew
 York. H

e has a B.A
. in E

conom
ics from

 Yale U
niversity and an M

BA
 in 

A
nalytic Finance from

 the U
niversity of Chicago.  

B
en

 Z
acks, S

en
ior P

ortfolio M
an

ager 
Ben is the core of our investm

ent team
. H

e is our Senior Strategist and Portfolio M
anager w

hose prescient m
arket 

calls have earned him
 the respect of his clients and his peers. Ben, w

ho is a nationally know
n expert on corporate 

earnings, w
as a co-founder of our parent com

pany, Z
acks Investm

ent Research in 1978, and prior to that w
as w

ith 
M

errill Lynch. Ben has been featured extensively in the financial m
edia including CN

BC, CN
N

, and CN
N

fn, and 
quoted frequently in The W

all Street Journal, The N
ew

 York Tim
es, The Chicago Tribune, Financial W

orld, Sm
art 

M
oney and W

orth m
agazines. Ben earned his B.A

. in E
conom

ics from
 Boston U

niversity. 
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A
tan

u
 G

h
osh

, C
F

A
 - A

ssistan
t P

ortfolio M
an

ager 
A

tanu G
hosh has over seven years of finance experience serving as a quantitative and fundam

ental research analyst and an 
equity portfolio m

anager. A
tanu develops quantitative m

odels that w
e utilize in the m

anagem
ent of our investm

ent strategies, 
and is constantly follow

ing industry trends and research to ensure that w
e are alw

ays on the cutting edge w
hen it com

es to 
portfolio m

anagem
ent. Furtherm

ore, A
tanu is consistently refining and im

proving our investm
ent m

odels as w
e adapt to 

changing m
arket environm

ents. Prior to joining Z
acks, A

tanu w
as a Senior Research A

nalyst at Fiduciary A
sset M

anagem
ent 

on their large cap core and quantitative strategy team
s. A

tanu received his M
BA

 from
 W

ashington U
niversity, St. Louis and 

his B.A
. in Com

puter Science from
 Jadavpur U

niversity, Calcutta, India.  

P
rasan

th
 S

an
kar, P

h
D

 - A
ssistan

t P
ortfolio M

an
ager 

Prasanth works as the Portfolio M
anager to the strategy and quantitative analyst and m

odel developer. H
e is responsible for 

developing and im
plem

enting new
 quantitative m

odels and im
proving m

odels used in existing portfolios. Prasanth has a PhD
 

in Theoretical Physics from
 the U

niversity of Illinois at U
rbana-Cham

paign and a Bachelors degree from
 the Indian Institute 

of Technology.  

T
on

y Z
h

an
g, P

h
D

, M
B

A
, C

F
A

 - A
ssistan

t P
ortfolio M

an
ager 

Tony is a quantitative analyst at Z
acks Investm

ent M
anagem

ent in C
hicago, IL. H

is prim
ary research interests relate to the use 

of m
assive financial data in m

arkets, portfolio m
anagem

ent, and investm
ent strategies. Tony has a PhD

 in E
lectrical and 

Com
puter E

ngineering from
 U

niversity of M
innesota, Tw

in Cities. H
e earned his M

BA
 w

ith honors from
 the Booth School 

of Business at the U
niversity of Chicago w

ith a concentration in analytical finance. Prior to joining Z
acks Investm

ent 
M

anagem
ent, he w

as a V
isiting Research A

ssistant Professor of State  U
niversity of N

ew
 York at Bingham

ton, and a research 
scientist at Lem

ko Corporation.  
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 Past perform
ance is no guarantee of future results.  A

ll Investm
ents carry a certain am

ount of risk. 
 This m

aterial is being provided for inform
ational purposes only and nothing herein constitutes investm

ent, legal, accounting or tax advice, or a 
recom

m
endation to buy, sell or hold a security. N

o recom
m

endation or advice is being given as to w
hether any investm

ent or strategy is suitable for a 
particular investor. It should not be assum

ed  that any investm
ents in securities, com

panies, sectors or m
arkets identified and described w

ere or w
ill be 

profitable. A
ll inform

ation is current as of the date of herein and is subject to change w
ithout notice. A

ny view
s or opinions expressed m

ay not reflect 
those of the firm

 as a w
hole. 

 There is no assurance that a separately m
anaged account w

ill achieve its investm
ent objective.  Separately m

anaged accounts are subject to m
arket risk, 

w
hich is the possibility that the m

arket values of securities ow
ned w

ill decline and that the value of the securities m
ay therefore be less than w

hat you 
paid for them

.  A
ccordingly, you can lose m

oney investing in a separately m
anaged account. 
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Index D
isclosure: 

 Large V
alue Stocks are represented by the Russell 1000 V

alue Index w
hich m

easures the perform
ance of the large-cap value segm

ent of the U
.S. equity universe.  It 

includes those Russell 1000 com
panies w

ith low
er price-to-book ratios and low

er expected grow
th values. 

 Large G
row

th Stocks are represented by the Russell 1000 G
row

th Index, w
hich m

easures the perform
ance of the large-cap grow

th segm
ent of the U

.S. equity 
universe. It includes those Russell 1000 com

panies w
ith higher price-to-book ratios and higher forecasted grow

th values. 
 B

ond A
ggregate is represented by the Barclays Capital U

.S. A
ggregate Bond Index, w

hich covers the U
SD

-denom
inated, investm

ent-grade, fixed-rate, taxable bond 
m

arket. The index includes governm
ent and corporate securities, m

ortgage-backed securities, and asset-backed securities, w
ith m

aturities of at least one year. 
 R

E
IT

s are represented by the W
ilshire U

.S. RE
IT Index, w

hich m
easures U

.S. publicly traded Real E
state Investm

ent Trusts. 
 C

ash is represented by the Citigroup 3-m
onth T-Bill Index, and index of three-m

onth Treasury Bills 
 T

reasuries are represented by the Barclays Capital U
.S. Treasury Index w

hich is com
prised of U

.S. Treasury w
ith a rem

aining m
aturity of at least one year. 

 C
orp Investm

ent G
rade is represented by the Barclays Capital U

.S. Corporate Investm
ent-G

rade Index, w
hich tracks the perform

ance of publicly issued, U
SD

-
denom

inated, fixed-rate, investm
ent-grade corporate debt. 

C
orp H

igh Y
ield is represented by the Barclays Capital U

.S. Corporate H
igh Y

ield Index, w
hich tracks the perform

ance of publicly issued, U
SD

-denom
inated, 

fixed-rate, below
 investm

ent-grade corporate debt. 
M

uni B
ond is represented by the Barclays Capital M

unicipal Bond index w
hich is a m

arket value w
eighted index designed for the long-term

, tax-exem
pt bond 

m
arket. 

C
om

m
odities are represented by the D

ow
 U

BS Com
m

odity Index w
hich is a diversified benchm

ark that track the com
m

odity futures m
arket. It is com

posed of 
futures contracts on 19 physical com

m
odities.  
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