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dividend hunter

Unearthing 
bargains among 
high-yield stocks

BY JOHN KINGHAM



DIVIDEND HUNTER

- -

Every now and then I like to take a look at the highest yielding stocks in the market. Not 

to buy them of course, because the dividend yield on its own is a crude tool at the best of 

and what lessons I can take (for free) from their various situations. One major recurring 

theme is the excessive use of debt, so this month I want to ram home the importance of 

avoiding highly indebted companies, using a series of embarrassing examples (embarrass-

ing because management should know better). As a bonus, one of these companies may 

actually be a bargain.
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Carillion PLC  
(dividend yield 42%)

• Share price: 44p

• 

million

• Total borrowings: £689 million

• Pension liabilities: £3,378 million

• Dividend status: Suspended

Carillion's (LON:CLLN) -

-

-

-

-

-

-

• INVESTMENT RULE: Only invest in 

a cyclical company if its debt to 

• INVESTMENT RULE: Only invest in 

a company if its pension liability 

-

-

“WITH DEBTS LIKE THAT IT’S NO 
SURPRISE THE COMPANY HAS HIT THE 

BUFFERS.”



DIVIDEND HUNTER 
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Provident Financial PLC 
(dividend yield 17%)

• Share price: 794p

• 

million

• Total borrowings: £911 million

• Pension liabilities: £758 million

• Dividend status: Suspended

Provident Financial (LON:PFG) has 

-

-

Petrofac PLC  
(dividend yield 12%)

• Share price: 443p

• 

million

• Total borrowings: £1,929 million

• Pension liabilities: N/A

• Dividend status: Cut by 42%

Petrofac (LON:PFC) 

-

-

-

-

-

-

-

“HIGH LEVELS OF DEBT SHOW THAT MANAGEMENT ARE ACTIVELY 
WILLING TO TAKE HIGH RISKS, OR ARE UNAWARE JUST HOW RISKY 

DEBT IS. EITHER WAY, THAT’S NOT THE SORT OF MANAGEMENT 
TEAM I’D WANT RUNNING ONE OF MY COMPANIES.”
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-

-

-

-

“DESPITE PETROFAC BEING A CYCLICAL BUSINESS WHERE 
PROFITS HAVE DECLINED FOLLOWING THE OIL PRICE COLLAPSE OF 
RECENT YEARS, MANAGEMENT SAW FIT TO MORE THAN DOUBLE 

TOTAL BORROWINGS TO ALMOST £2 BILLION.”

-

Interserve PLC  
(dividend yield 10%)

• Share price: 81p

• 

million

• Total borrowings: £465 million

• Pension liabilities: £951 million

• Dividend status: Suspended

Interserve (LON:IRV) is 

-

-

-

-

-
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-

-

-

-

-

-

-

-

-

-

-

-

Connect Group PLC  
(dividend yield 9%)

• Share price: 103p

• 

• Total borrowings: £151 million

• Pension liabilities: £532 million

• Dividend status: Not cut or sus-

pended

Connect Group (LON:CNCT), the 

-

-

-

-

“AS USUAL, THE 
CEO AND CFO HAVE 

LEFT THE BUILDING, 
BUT THAT IS LITTLE 
CONSOLATION FOR 

SHAREHOLDERS 
WHO HAVE 

COLLECTIVELY 
LOST HUNDREDS OF 

MILLIONS OF POUNDS 
IN A SHORT PERIOD 

OF TIME.”
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About John

 

Building a High Yield, Low Risk Share Portfolio

 

-

-

50 | ISSUE 31 – OCTOBER 2017    Master Investor is a registered trademark of Master Investor Limited | www.masterinvestor.co.uk


