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M A D I S O N 
D I V I D E N D 

I N C O M E 
S T A T S

Madison Dividend Income -  
Class Y BHBFX as of 3/31/2020

5-Year Standard  
Deviation
Madison  
Dividend 
Income 
12.09%

S&P 500 Index 
13.65% 

Russell 1000 Value Index 
14.84%

Lipper Equity Income  
Funds Index 

13.09%

5-Year Beta
0.84 vs. S&P 500

0.78 vs. R1V
0.90 vs. Lipper

Dividend Yield
3.09%

T H E  I M P O R T A N C E  O F  
Q U A L I T Y  D I V I D E N D S

WHAT DIVIDENDS HAVE MEANT TO 
A STOCK’S TOTAL RETURN

I M P A C T  O F  D I V I D E N D S  O N  T O T A L  R E T U R N

Even when you look broadly at the stock market as a whole, dividends have been a key 
component of long-term success for investors. For instance, as depicted in the chart 
below, the S&P 500 Index has grown by approximately 980% since January 1995 to May 
2020, with the reinvestment of dividends accounting for over 40% of the total growth. 
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562.9%

981.8%

Please see the final two pages of this 
document for additional information. Source: Morningstar as of 5/31/2020



HOW THE CARES ACT MAY IMPACT YOUR DIVIDEND PORTFOLIO
In March 2020, the US Government passed the CARES Act which impacts the companies that have accepted relief payments. 
Businesses that borrow money under the CARES Act cannot buy back company stock (unless required pursuant to a pre-
existing contract), pay dividends, or make other capital distributions. Additionally, until September 30, 2020, borrowers must 
maintain their employment level as of March 24, 2020, to the extent practicable, and may not reduce their workforce by more 
than 10 percent from the March 24th level. Last, this restriction will impact those companies for 12 months after the date the 
loan or guarantee is no longer outstanding. 

THE RISE OF FALLEN ANGELS IN BOND MARKET
To guess which companies and how many companies will be slashing their future dividends, the evolving US corporate bond 
market is a good place to start. As pictured below, there has been a rapid increase in the number of “fallen angels,” BBB 
corporate bonds that have fallen from investment grade into high yield because of deteriorating financial conditions. 
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40 companies held have announced dividend suspensions1

18 companies held confirmed cuts to their payouts1

20 of our 41 holdings have increased their dividend in 2020 
 by an average of 7.8% 

0 of our 41 companies have announced a dividend cut or suspension

S&P 500®

MADISON DIVIDEND INCOME FUND

1. As of 5/31/2020 according to S&P Dow Jones Indices: https://www.barrons.com/articles/18-s-p-500-companies-suspended-dividends-5- 
announced-cuts-51590944530

DIVIDEND SUSPENSIONS AS OF 5/31/20

Source: JPMorgan as of 4/14/2020

For investment professional use only. Not for public distribution. |M A D I S O N I N V E S T M E N T S . C O M
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H O W  M A D I S O N  A S S E S S E S  Q U A L I T Y  O F  
D I V I D E N D  P A Y I N G  S T O C K S

D E F I N I T I O N S

Relative  
Yield

The yield on a 
security relative to the 
yield on a benchmark 
security (i.e. a ratio) 
or the difference in 

two yields. 

Payout 
Ratio

The payout ratio 
is defined as the 

Dividend Per Share 
(DPS) / Earnings Per 

Share (EPS). 

  BALANCE SHEET STRENGTH

RELATIVE YIELD PROCESS 

John Brown, Portfolio Manager, has been refining his “relative yield” stock picking process 
for over 30 years. He and Drew Justman, Portfolio Manager, have worked together for over a 
decade and have 45 years of combined industry experience. 

Relative Yield (RY) is a stock’s dividend yield divided by the market’s dividend yield. We  
look at RY history to determine a stock’s attractiveness:

 X When RY is high vs. history, there is pessimism in the stock price, and vice versa
 X When RY is high vs. history, stock price is depressed and valuation is attractive

Our focus on quality companies may be best exhibited in the chart below. As displayed, the vast 
majority of companies held in our Madison Dividend Income Fund have a credit rating of “A-” 

or better, and the Fund does not hold any company with a rating below Investment Grade.

WHY WE TAKE IT BEYOND THE PAYOUT RATIO 

While considering the payout ratio during our analysis, we must consider the amount of lever-
age on the balance sheet first. If a company has a low and favorable payout ratio, but needs to 
take on a lot of debt to achieve it, we do not consider that to be financially healthy behavior. 

90%

34%

52%

21%

10%

53%

40%

51%

0%

13%
8%

28%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Madison Dividend Income S&P 500 Lipper Equity Income Russell 1000 Value

High Investment Grade
(A- or Better Rating)

Low Investment Grade
(BBB- to BBB+ Rating)

Non-Investment Grade
(BB+ or Lower Rating)
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RELATIVE YIELD EXPLAINED

1

Stock Yield Normal Historical
Market Yield RangeRelative Yield History = >

Relative Yield (RY) is a stock’s dividend yield 
divided by the market’s dividend yield
► We look at RY history to determine a stock’s 

attractiveness:
► When RY is high vs. history, there is pessimism in 

the stock price, and vice versa
► When RY is high vs history, stock price is depressed 

and valuation is attractive

Why is RY high?  Is it temporary or terminal?
► We use fundamental analysis to determine if  issues 

are temporary or terminal
► If  issue is temporary and balance sheet is strong, we 

buy
► If  issue is terminal and/or balance sheet isn’t strong, 

we don’t buy
► Buying into short-term problems, we seek to get 

paid a yield premium to wait for the turn
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MADISON DIVIDEND INCOME 

Portfolio Managers, John Brown, CFA® and Drew 
Justman, CFA® have been working together as team 
for over a decade.

The Madison U.S. Equity Team is comprised of 15 
members which include both portfolio managers 
and analysts. Our team averages 22 years of industry 
experience.

P O R T F O L I O  
M A N A G E M E N T  T E A M
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TITLE,  BROWN -  ALL CAPS,  14 PT.
Sub-Head, Black Regular 14 pt. 

K E Y  F A C T S

Strategy Inception: July 2009

Benchmarks:

S&P 500® Index

Russell 1000® Value

Lipper Equity Income 
Funds Index

Universe: U.S. dividend paying stocks 
> $2 billion market cap 

Positions:

30-55 high quality, 
potentially undervalued 
stocks with high relative 
dividend yield

5% maximum per position

20% maximum per sector 
or 2x S&P 500 

Turnover: Typically 25-35% 

Weighting in Top 10: Typically 30-35%

Vehicles:

Separately Managed  
Account

Madison Fund
Class Y - BHBFX

Madison Fund
Class A - MADAX

John Brown, CFA®, portfolio manager of the Madison 
Dividend Income Fund, has been refining his “relative yield” 
stock picking process for over 30 years. We believe that 
this is the foundation to the stock picking success within 
the Madison Dividend Income Fund. He earned his B.S. 
in finance and computer science from Northern Illinois 
University and his MBA from the University of Wisconsin-
Madison.

Drew Justman, CFA®, serves as a portfolio manager on 
Madison’s Dividend Income and Covered Call strategies. 
Drew has been working in the financial services industry 
since 2001 and joined Madison in 2005. He earned his BBA 
in finance and economics and M.S. in finance from the 
University of Wisconsin-Madison, specializing in the Applied 
Security Analysis Program. Prior to joining Madison he 
worked at Merrill Lynch.

STRATEGY OBJECTIVES

 X Pursues long-term outperformance by focusing 
on risk management 

 X Seeks to provide better-than market yield with 
a growing income stream
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FUNDS

Experienced ManagementGrowth of $10,000 Class Y Shares, Trailing 10 Years1

Class 30-Day  
SEC Yield

Y 2.11%

If fees had not been waived and/or ex-
penses reimbursed, the SEC yields would 
have been lower.  

1 Growth of $10,000 is calculated at NAV and assumes all dividends and capital gain distributions were reinvested. It does not take into account sales charges (if 
applicable) or the effect of taxes. 
2 Average annual total returns and calendar year returns assume all distributions are reinvested and reflect applicable fees and expenses. Class A share returns 
without sales charge would be lower if sales charge were included. 
Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only, and do not represent the performance of 
any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance.
The investment adviser has contractually agreed to waive a portion of its management fees and/or other expenses for the fund. The investment adviser is waiving 
0.10% of its management fee and 0.05% of its service fee until at least February 27, 2021. Investment returns reflect the waivers, without which the results 
would have been lower.  These fee waiver agreements may by modified or terminated at any time or for any reason, but only with fund Board approval. These 
fee waivers commenced June 29, 2012.  
Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only, and do not represent the performance of 
any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance. The S&P 500® Index is a large-cap 
market index which measures the performance of a representative sample of 500 leading companies in leading industries in the U.S. The Lipper Equity Income 
Fund Index tracks funds that seek relatively high current income and growth of income by investing at least 65% of their portfolio in dividend-paying equity 
securities.
Prior to March 1, 2012 it was known as Madison Mosaic Equity Trust Balanced Fund. At that time, the fund changed investment policies. As a result, the man-
ner in which the fund is currently being managed is not similar to the way in which it was previously managed. Therefore, the fund’s historical performance data 
prior to March 1, 2012 may not be relevant to current (and future) investors. 

Fund Features
 X Fund seeks current income with an 
opportunity for capital appretiation

 X High conviction of approx. 50 holdings
 X Relative yield strategy; buy stocks 
trading at high end of historic dividend 
yield range

 X Focus on risk management

Class Ticker Inception 
Date

Exp. 
Ratio

Y BHBFX 12/18/86 0.90%

Expense ratios are based on the fund’s most 
recent prospectus. 

Distribution Frequency - Quarterly
Risk Measures (10-year)  
Class Y vs. S&P 500® Index

Standard Deviation 10.89%
Downside Capture 81.06%

Upside Capture 80.55%

Distribution History
Per Share

Year Total Yr-End Nav
2019 $1.11 $28.22

2018 $2.99 $23.46

2017 $1.04 $26.70

2016 $0.87 $23.16

2015 $1.29 $21.31

Average Annual Total Returns2 (%)
Three  

Months YTD 1 Yr 3 Yr 5 Yr 10 yr Since 
Inception

Class Y -20.41 -20.41 -10.42 4.57 6.12 8.42 7.62 

S&P 500® Index -19.60 -19.60 -6.98 5.10 6.73 10.53 9.71 

Lipper Equity Income Funds Index -23.11 -23.11 -12.85 0.52 3.23 7.78 -

Calendar Year Returns2 (%)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Class Y 8.02 1.73 10.86 30.59 8.81 0.07 12.79 19.93 -0.70 25.16 

S&P 500® 15.06 2.11 16.00 32.39 13.69 1.38 11.96 21.83 -4.38 31.49 

Lipper 14.04 2.66 13.66 28.70 10.69 -2.96 14.30 16.43 -6.62 26.38 

Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 5,000

$ 10,000

$ 15,000

$ 20,000

$ 25,000

$ 30,000

Madison Dividend Income Y 22,442

Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 5,000

$ 10,000

$ 15,000

$ 20,000

$ 25,000

$ 30,000

Madison Small Cap Y 17,496
Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 2,500

$ 10,000

$ 17,500

$ 25,000

$ 32,500

Madison Investors Y 25,015

Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 7,500

$ 10,000

$ 12,500

$ 15,000

$ 17,500

$ 20,000

Madison Covered Call & Equity Income Y 14,469
Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 5,000

$ 10,000

$ 15,000

$ 20,000

$ 25,000

Madison Large Cap Value A 17,691

Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 8,000

$ 10,000

$ 12,000

$ 14,000

$ 16,000

$ 18,000

Madison International Stock A 12,345
Time Period: 4/1/2010 to 3/31/2020

2010 2012 2014 2016 2018 2020
$ 2,500

$ 10,000

$ 17,500

$ 25,000

$ 32,500

$ 40,000

Madison Mid Cap Y 25,968
Source: Morningstar Direct
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John Brown, CFA 
Portfolio Manager 
Industry since 1983

Drew Justman, CFA 
Portfolio Manager 
Industry since 2001

MADISON DIVIDEND INCOME FUND

Performance data shown represents past performance. Investment returns and principal value will fluctuate, so 
that fund shares, when redeemed, may be worth more or less than the original cost. Past performance does not 
guarantee future results and current performance may be lower or higher than the performance data shown. Visit 
madisonfunds.com or call 800.877.6089 to obtain performance data current to the most recent month-end.

March 31, 2020

$



Shareholder Services 
Madison Funds
P.O. Box 219083
Kansas City, MO 64121-9083
800.877.6089

Consultant and 
Advisor Services
550 Science Drive
Madison, WI 53711 
888.971.7135

FUNDS

This material is authorized for use only when preceded or accompanied by 
the current prospectus. Before investing, please fully consider the invest-
ment objectives, risks, charges and expenses of the fund. This and other 
important information is contained in the current prospectus, which you 
should carefully read before investing or sending money. For more complete 
information about Madison Funds® obtain a prospectus from your financial 
adviser, by calling 800.877.6089 or by visiting https://www.madisonfunds.
com/individual/prospectus-and-reports to view or download a copy.
Madison Asset Management, LLC does not provide investment advice di-
rectly to shareholders of the Madison Funds. Materials on this document are 
informational only and should not be taken as investment recommendation 
or advice of any kind whatsoever (whether impartial or otherwise).
Standard Deviation: a statistical measurement of dispersion about an 
average, which, for a portfolio, depicts how widely the returns varied over a 
certain period of time. Investors may use the standard deviation of histor-
ical performance to understand the range of returns for a portfolio. When 
a portfolio has a higher standard deviation than its benchmark, it implies 
higher relative volatility. Standard deviation has been calculated using the 
trailing monthly total returns for the appropriate time period. The standard 
deviation values are annualized. Downside Capture Ratio: a fund’s perfor-
mance in down markets relative to its benchmark. The security’s downside 
capture return is divided it by the benchmark’s downside capture return over 
the time period. Upside Capture Ratio: a fund’s performance in up markets 
relative to its benchmark. The security’s upside capture return is divided 
by the benchmark’s upside capture return over the time period. TTM P/E 
(Price-to-Earnings Ratio): measures how expensive a stock is. It is calculated 
by the weighted average of a stock’s current price divided by the compa-
ny’s trailing 12-month (TTM) earnings per share of the stocks in a fund’s 
portfolio. P/B (Price-to-Book Ratio): measures a company’s stock price in 
relation to its book value (the total amount raised if its assets were liquidated 
and paid back all its liabilities). ROE (Return on Equity): a profitability ratio 
that measures the amount of net income returned as a percentage of share-
holders equity. Active Share: the percentage of a portfolio that differs from 
its benchmark index. Active Share can range from 0% for an index fund that 
perfectly mirrors its benchmark to 100% for a portfolio with no overlap with 
an index. Dividend Yield: the portfolio’s weighted average of the underlying 
fund holdings (as of 12/31/2018) and not the yield of the fund. Portfolio 
Turnover: a measure of the trading activity in an investment portfolio—how 
often securities are bought and sold by a portfolio. It is calculated at the fund 
level and represents the entire fiscal year ending 10/31/2019. 30-day SEC 

Yield (Class Y) is a standardized formula designed to approximate the Fund’s 
annualized hypothetical current income from securities less expenses for the 
30 day-period ended 12/31/18 and that date’s maximum offering price. Wtd 
Avg. Market Cap: the size of the companies in which the fund invests. Mar-
ket capitalization is calculated by number of a company’s shares outstanding 
times its price per share.
An investment in the fund is subject to risk and there can be no assurance 
the fund will achieve its investment objective. The risks associated with an 
investment in the fund can increase during times of significant market vola-
tility. The principal risks of investing in the fund include: equity risk, growth 
and value investing risk, special risks associated with dividend paying stocks, 
option risk, interest rate risk, capital gain realization risks to taxpaying 
shareholders, and foreign security and emerging market risk. More detailed 
information regarding these risks can be found in the fund’s prospectus.
Madison Funds are distributed by MFD Distributor, LLC, member of 
FINRA and may be purchasedd directly from the fund or through your 
investment professional. Portfolio data is as of the date of this piece unless 
otherwise noted and holdings are subject to change. 
“Madison” and/or “Madison Investments” is the unifying tradename of 
Madison Investment Holdings, Inc., Madison Asset Management, LLC 
(“MAM”), and Madison Investment Advisors, LLC (“MIA”), which also 
includes the Madison Scottsdale office. Hansberger Growth Investors, L.P. 
or “HGI” is an affiliate of “Madison Investments.” MAM, MIA and HGI 
are registered as investment advisers with the U.S. Securities and Exchange 
Commission. Madison Funds are distributed by MFD Distributor, LLC. 
MFD Distributor, LLC is registered with the U.S. Securities and Exchange 
Commission as a broker-dealer, and is a member firm of the Financial 
Industry Regulatory Authority. The home office for each firm listed above 
is 550 Science Drive, Madison, WI 53711. Madison’s toll-free number is 
800-767-0300.
Any performance data shown represents past performance. Past performance 
is no guarantee of future results. 
Non-deposit investment products are not federally insured, involve invest-
ment risk, may lose value and are not obligations of, or guaranteed by, any 
financial institution.  Investment returns and principal value will fluctuate. 
This report is for informational purposes only and is not intended as an offer 
or solicitation with respect to the purchase or sale of any security. 
Upon request, Madison may furnish to the client or institution a list of all 
security recommendations made within the past year. MF-BHBFX- 061120

VERIZON COMMUNICATIONS INC 4.5

JOHNSON + JOHNSON 4.3

BRISTOL MYERS SQUIBB CO 3.6

HOME DEPOT INC 3.6

COMCAST CORP CLASS A 3.6

CATERPILLAR INC 3.5

CISCO SYSTEMS INC 3.4

PEPSICO INC 3.2

JPMORGAN CHASE + CO 3.2

BLACKROCK INC 3.1

NEXTERA ENERGY INC 3.0

LINDE PLC 3.0

MEDTRONIC PLC 2.9

MCDONALD S CORP 2.9

FASTENAL CO 2.9

MERCK + CO. INC. 2.8

DOMINION ENERGY INC 2.8

TEXAS INSTRUMENTS INC 2.5

PROCTER + GAMBLE CO/THE 2.5

NESTLE SA SPONS ADR 2.5

Sector Allocation (%)

Complete Stock Holdings (%)
NOVARTIS AG SPONSORED ADR 2.3

TRAVELERS COS INC/THE 2.3

ANALOG DEVICES INC 2.2

AMGEN INC 2.0

TE CONNECTIVITY LTD 2.0

TJX COMPANIES INC 1.9

PFIZER INC 1.9

CHUBB LTD 1.9

NORTHERN TRUST CORP 1.9

UNION PACIFIC CORP 1.8

EMERSON ELECTRIC CO 1.6

ACCENTURE PLC CL A 1.5

US BANCORP 1.5

HERSHEY CO/THE 1.4

PAYCHEX INC 1.3

AUTOMATIC DATA PROCESSING 1.3

GENERAL DYNAMICS CORP 1.1

COCA COLA CO/THE 1.0

GILEAD SCIENCES INC 1.0

Sector allocation is rounded to the nearest 0.1%. 

Characteristics

TTM P/E 17.0x
P/B 2.9x

ROE 26.2%

Active Share (vs S&P) 81.0%

Dividend Yield 3.1%

Wtd. Avg. Market Cap (Billions) $133.0

Total Net Assets (millions) $173.8

Portfolio Turnover 28%

Number of Holdings 39
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Consider the investment objectives, risks, and charges and expenses of Madison Funds carefully before investing. Each fund’s prospectus 
contains this and other information about the fund. Call 800.877.6089 or visit madisonfunds.com to obtain a prospectus and read it 
carefully before investing.
Beta: a measure of the fund’s sensitivity to market movements. A portfolio with a beta greater than 1 is more volatile than the market, and a 
portfolio with a beta less than 1 is less volatile than the market.
Standard Deviation: a statistical measurement of dispersion about an average, which, for a portfolio, depicts how widely the returns varied 
over a certain period of time. Investors may use the standard deviation of historical performance to understand the range of returns for a 
portfolio. When a portfolio has a higher standard deviation than its benchmark, it implies higher relative volatility. Standard deviation has 
been calculated using the trailing monthly total returns for the appropriate time period. The standard deviation values are annualized. 
Dividend Yield: the portfolio’s weighted average of the underlying fund holdings (as of 3/31/2020) and not the yield of the fund.
Non-deposit investment products are not federally insured, involve investment risk, may lose value and are not obligations of, or guaranteed 
by, any financial institution. Investment returns and principal value will fluctuate.
“Madison” and/or “Madison Investments” is the unifying tradename of Madison Investment Holdings, Inc., Madison Asset Management, 
LLC (“MAM”), and Madison Investment Advisors, LLC (“MIA”), which also includes the Madison Scottsdale office. Hansberger Growth 
Investors, L.P. or “HGI” is an affiliate of “Madison Investments.” MAM, MIA and HGI are registered as investment advisers with the U.S. 
Securities and Exchange Commission. Madison Funds are distributed by MFD Distributor, LLC. MFD Distributor, LLC is registered with 
the U.S. Securities and Exchange Commission as a broker-dealer, and is a member firm of the Financial Industry Regulatory Authority. The 
home office for each firm listed above is 550 Science Drive, Madison, WI 53711. Madison’s toll-free number is 800-767-0300.
Any performance data shown represents past performance. Past performance is no guarantee of future results.
This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any 
security.
An investment in the fund is subject to risk and there can be no assurance the fund will achieve its investment objective. The risks associated 
with an investment in the fund can increase during times of significant market volatility. The principal risks of investing in the fund include: 
equity risk, growth and value investing risk, special risks associated with dividend paying stocks, option risk, interest rate risk, capital gain 
realization risks to taxpaying shareholders, and foreign security and emerging market risk. 
Performance data presented for Madison mutual funds are for the for the Class Y share class only; other classes may have different expenses 
and performance characteristics. 
More detailed information regarding these risks can be found in the fund’s prospectus.
Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only, and do not represent the 
performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance.
The S&P 500® is an unmanaged index of large companies and is widely regarded as a standard for measuring large-cap and mid-cap U.S. 
stock-market performance. Results assume the reinvestment of all capital gain and dividend distributions. An investment cannot be made 
directly into an index. 
RUSSELL 1000® VALUE: Russell 1000® Value Index is designed to track those securities within the broader Russell 1000 Index that FTSE 
Russell has determined exhibit value characteristics.
Russell Investment Group is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. Russell® is a 
trademark of Russell Investment Group.
The Lipper Equity Income Funds Index tracks the performance of funds that, by prospectus language and portfolio practice, seek relatively 
high current income and growth of income by investing at least 65% of their portfolio weight in dividend-paying equity securities. The Index 
is composed of the 30 largest funds by asset size in the Lipper investment objective category. 
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