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“Beating the Dow” author pick
five Dow stocks

At the beginning of each year, investors who employ the classic "Dogs
of the Dow" strategy buy the 10 highest-yielding stocks in the Dow
Jones industrial average, holding on to those names for one year.

The method, brought to the fore in Michael B. O'Higgins' 1991 book
"Beating the Dow" (where he does not include the canine-related
phrase), is intended to outperform the price-weighted index by
selecting constituent names that may be out of favor — and hence have
a high dividend relative to price. As the thinking goes, the names
promise to yield capital returns, if not price appreciation.

In 2016, the stocks that were the highest yielding at the end of 2015
performed well as a group, led by huge rallies in Caterpillar and
Chevron.

In a Friday interview on CNBC's "Trading Nation,” O'Higgins named his
top five Dow stocks for 2017: Verizon, Pfizer, Merck, Cisco and Coca-
Cola. Each has a dividend yield north of 3 percent (Verizon has the
highest, at 4.33 percent).

This isn't O'Higgins' first time recommending Merck. In "Beating the
Dow,"” O'Higgins praised the company, even noting that the inside front
cover of its 1989 annual report was "wholly devoted to a listing of the
awards and distinctions this superb company earned in 1989: most
admired, best managed, product of the year,” among others.

Broadly, though, he is not entirely bullish on stocks — or "Dogs of the
Dow" — in the coming year.

0080

TRADING NATION

Beaten-down retail stocks are the 'canary
in the coal mine': Strategist

Retail stocks have hit the skids, and the move
could signal market turmoil ahead, according
to some strategists.

Crude oil could rally 16 percent by year
§ end if this analyst is right

Crude oil could return to levels not seen since
highs in June 2015.

=1 Why stocks could ‘explode’ higher

Stocks have soared following the election of
Donald Trump, but the real rally may just be
getting started.

History is hinting at a breakout for Netflix

One technician says history is repeating itself
for Netflix, and new highs may be ahead.

MORE FROM TRADING NATION

This chart shows why one technical analyst is still a big
bull

Investors hate real estate stocks — and that could be
good news for the sector

Why some say it’s about to get even better for the
financial stocks

These three strange assets could be great picks for 2017
Investor who helped popularize the winning 'Dogs of
the Dow'’ strategy picks five Dow stocks for '17

Why chart master Louise Yamada is bullish on 2017
Here’s how trader Andrew Keene cashed in on one of
2016’s hottest stocks

Beaten-up emerging markets could see more
underperformance in 2017

Trader bets on new all-time highs for Home Depot
Investors often make these two big mistakes when
waiting for a market drop, Jeremy Siegel says
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"The Dogs of the Dow have beaten the Dow seven years in a row, which
is the longest winning streak in history,” O'Higgins said Friday. "So
given the fact that trees don't grow to the sky, | would say | think
there's a good chance that both stocks and Dogs of the Dow may not

do so well in the near future.”

That said, he advises sticking with it.

"It's not a strategy that one jumps onin a given year and then

abandons it,” O'Higgins, who is also president of Miami Beach-based

O'Higgins Asset Management, said Friday.

Rebecca Ungarino
Associate Producer
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Symbol Price Change
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%Change
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Take an in-depth look at the world of modern
medicine - examining the treatments,
companies and people making a difference in
the way we treat illness and injuries today, and
laying the foundation for the medical
treatments of tomorrow.

CNBC Upstart 25

CNBC Upstart 25 is a new original list of the
bright young startups poised to become the
great companies of tomorrow.

Retail Report

Keeping consumers up to speed on the retail
industry with the latest news from top retail
conferences.

ABOUT TRADING NATION

Trading Nation will offer enthusiast traders insights from a
group of "Trader Coaches,"” a collection of expert CNBC
Contributors who are well-versed in the daily challenges of
trading. Each "Trader Coach” will have a different area of
expertise, and will share their unique perspective on the
markets, allowing new insights to emerge from this
collaboration. Trading Nation is not simply about finding that
next trade; it's a forum where enthusiast traders can hear and
compare investing ideas in order to build confidence in their
trading decisions.
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Trading Nation: FANG stocks
outperform

Gina Sanchez, Chantico Global, and Matt
Maley, MillerTabak & Co., discuss the moves in
tech stocks with Melissa Lee.

Trading Nation: Fed to quash the rally?
Boris Schlossberg, BK Asset Management, and
Ari Wald, Oppenheimer & Co., discuss the
Federal Reserve's effect on the markets with
Brian Sullivan.

Trading Nation: Stick with the financials?
Chad Morganlander, Stifel Nicolaus, Craig
Johnson, and Piper Jaffray, discuss the
financial sector with Brian Sullivan.

@TRADINGNATION

Tweets by @TradingNation

Brian Sullivan
"Power Lunch" Co-Anchor
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How to use the price-to-earnings ratio ®
Using support and resistance levels ®
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