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Recommended Investment:
First Trust Global Equity Income ETF 
The First Trust Global Equity Income ETF is a passively managed index-tracking fund that seeks to invest 
in attractively valued income stocks which provide access to the long-term growth potential of the global 
economy. It trades on the London Stock Exchange in sterling (GINC.L).

Historically, the best performing dividend-paying stocks have not been companies that pay out the highest 
percentage of earnings, but rather those that can fundamentally afford to increase their dividend. The First 
Trust Global Equity Income ETF therefore does not simply select the highest yielding stocks, but combines 
a ‘Deep Value’ factor approach to income investing and screens companies to ensure the fundamentals 
support the dividend. To do this, First Trust takes the Nasdaq Global Index, and removes the companies that 
yield less than 1.5x the average and have not grown their dividend over the last 3 years. It then eliminates 
stocks with:

i-the Lowest 20% Return on Assets (more profitable companies have a greater ability to fund internal 
projects while also sustaining the current dividend);
ii-a Long-term Debt to Assets ratio of more than 75% (to avoid unstable companies that are overleveraged);
iii-a 3-year Payout ratio of more than 90% (to ensure the company can sustain its dividend over fluctuating 
business cycles); and
iv-Negative Free Cash Flow (to ensure a company has adequate cash to cover working capital and capital 
expenditures. Dividends are paid out of cash flow).

The securities that pass the above screens are selected for inclusion in the portfolio and weighted by ‘net 
income minus dividends paid’ or ‘plough back’, subject to a maximum weight of 3% for developed stocks 
and 1% for emerging market stocks.

As a result, the portfolio is highly diversified, both by stock and geographic location. The top 10 investments 
make up just 18% of assets and include such names as Novartis, Volkswagen, US Bankcorp and Verizon 
Communications. The top 5 countries by geographic location are the US (17%), Japan (14%), China (9%), 
Germany (9%) and the UK (5%). Interestingly the constituents of the funds currently trade on an average 
P/E multiple of just 5.42x earnings and 1.02x book value, cheap by any measure.

The fund benefits from a Total Expense Ratio of just 0.6%. Combined with the fund’s 5.2% dividend yield, 
we rate the fund a strong buy.


