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1. Does the company 
have an obvious and 
dominant core business?

NO.

-

-

BY JOHN KINGHAM

Dividend Hunter

Is KCOM Group 
a yield trap?

Over the last two of month's I've outlined a series of ten questions which I use to help me 

avoid yield traps. This month I'm going to interrogate a company using those questions so 

that you can see them being used in a practical setting. The company in question is KCOM 

Group (LON:KCOM), a FTSE 250-listed telecoms and IT services provider. KCOM's yield is 

currently almost 7%, which puts it squarely in yield trap territory.
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DIVIDEND HUNTER

“KCOM HAS BEEN 
TRYING HARD 

TO MOVE AWAY 
FROM ITS FIXED-

LINE BUSINESS 
TOWARDS 

THE WORLD 
OF INTERNET 

SERVICES, BUT THE 
RESULTS HAVE 
BEEN MIXED.”
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“KCOM IS A 
COMPANY WITH A 

REASONABLY GOOD 
TRACK RECORD OF 

DIVIDEND PAYMENTS 
AND GROWTH, 

COMBINED WITH 
ABOVE AVERAGE 

PROFITABILITY AND 
VERY LOW DEBTS.”

DIVIDEND HUNTER
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2. Does the company have 
a clear and consistent goal 
and strategy?

YES. -

-

-

-

-

-

"Our vision is to create an asset-light, 

IP [Internet Protocol] cloud-based com-

pany that will be a new world disruptive 

challenger to the big IT and systems in-

tegration companies. And the market is 

just waking up to us as an organisation 

to watch."

-



“KCOM’S GOAL IS 
TO KEEP THE FIXED-

LINE BUSINESS 
BREATHING LONG 
ENOUGH SO THAT 
THE ENTERPRISE 

BUSINESS CAN 
EVENTUALLY TAKE 
OVER AS THE MAIN 
BREADWINNER.”

DIVIDEND HUNTER

www.masterinvestor.co.uk | Master Investor is a registered trademark of Master Investor Limited   ISSUE 26 – MAY 2017 | 23 

-

-

3. Is the company one of 
the largest players in its 
markets?

NO.

-

-

operating in its current 
markets for many years?

YES.

-

-

-

-

-

-
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operate primarily in 
defensive markets?

NO.

-

-

relatively immune 
to commodity price 
movements?

YES.

-

bet-the-company projects 
which could push it into a 
crisis if they failed?

YES. -

-

-

-

-

6. Are revenues generated 
from selling many small-
ticket items rather than a 
few big-ticket items?

NO. -

-

-

-

-

7. Has the company 

which have little to do 
with its core business?

YES.



“KCOM’S FIXED-LINE BUSINESS IS VERY 
DEFENSIVE AS IT’S BASED ON PHONE AND 

BROADBAND SUBSCRIPTIONS, WHICH 
PEOPLE AND BUSINESSES WILL USUALLY 

PAY REGARDLESS OF THE ECONOMIC 
ENVIRONMENT.”

DIVIDEND HUNTER
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10. Is demand for the 
company's core products 
or services expected 
to grow over the next 
decade?

YES.

-

-

Is KCOM a yield trap?
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About John
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The Defensive Value Investor: A Complete Step-By-

Step Guide to Building a High Yield, Low Risk Share Portfolio

 


