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Dividend Investing: Requiem or Revival?

MARCH 31, 2024

FOR DECADES, INVESTORS HAVE LOOKED
to high-yield dividend stocks (defined as deciles
7-9 of dividend yield, where decile 10 is the highest
yield), expecting both higher income and higher
total returns. Markets zig and zag, but over the
past 75 years, high-yield dividend stocks have
outperformed the S&P 500 Index by a compound
annual average return of 1.3%, with lower volatil-
ity. Historically, high-yield dividend stock returns
have fluctuated fairly closely with the S&P 500,
with high-yield dividend stocks outperforming in
57% of the calendar years. Seemingly small ad-
vantages have compounded over time to create
meaningfully better long-term investment returns
for high-yield dividend stocks.

But is the historical relationship between high-
dividend stocks and the S&P 500 breaking down?
Over the past 75 years, 2023 was the second worst
year for high-yield dividend stocks relative to the
S&P 500, underperforming by 18%. In 2022, high-
yield dividend stocks outperformed the S&P 500 by
18%, so one might argue that the two years offset
each other. Yet high-yield dividend stocks under-
performed the S&P 500 in two-thirds of the years
since the Great Financial Crisis, so it is fair to ask, “Is
dividend investing over?” Let’s explore the reasons
for the recent disconnect between high-yield divi-
dend stocks and the S&P 500. Understanding the
reasons for the divergence will allow us to make the
case that instead of mourning the death of dividend
investing, we should be preparing for a revival.

High-Yield Dividend Stocks Have Historically Outperformed
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As of December 31, 2023. Sources: Fama-French dataset of portfolios formed on dividend
yield (cap-weighted deciles); Morningstar Direct; Miller/Howard Research & Analysis.
High-Yield Dividend Stocks (Decile 7 - Decile 9) are an equal-weighted basket of the returns
of decile 7, decile 8, and decile 9 of the the Fama-French cap-weighted dividend decile
dataset where decile 1 is the lowest yielding stocks and decile 10 is the highest.

The investment portfolios described herein are those of Miller/Howard Investments. These materials are being provided for illustrative and informational purposes only. The
information contained herein is obtained from multiple sources that are believed to be reliable. However, such information has not been verified, and may be different from the
information included in documents and materials created by the sponsor firm in whose investment program a client participates. Some sponsor firms may require that these
Miller/Howard Investments materials are preceded or accompanied by investment profiles or other documents or materials prepared by such sponsor firms, which will be provided
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High-Yield Dividend Stocks Offer Attractive Risk/Reward Profile
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As of December 31, 2023. Sources: Miller/Howard Research & Analysis; Fama-French dataset of portfolios formed on dividend yield (cap-weighted deciles);
Morningstar Direct. Based on the past 75 calendar years. High-Yield Dividend Stocks (Decile 7 - Decile 9) are an equal-weighted basket of the returns of decile 7,
decile 8, and decile 9 of the the Fama-French cap-weighted dividend decile dataset where decile 1 is the lowest yielding stocks and decile 10 is the highest.

We believe there are fundamental reasons for the
recent underperformance of dividend stocks, but
let’s first consider whether it’s just bad luck. Over
the past 75 years, high-yield dividend stocks have
outperformed stocks with low or no dividends.
But it's also important to note that volatility
is substantially higher for low or no dividends
stocks. High volatility is a drag on performance,
but it can lead to short-lived victories. For this

reason, we believe it is better to evaluate the
comparison between high-yield dividend stocks
and the S&P 500 using long holding periods. For
rolling 10-year holding periods, high-yield divi-
dend stocks have outperformed 77% of the time,
but there has not been a 10-year period since the
one ending in 2017 in which investors were better
off in high-yield dividend stocks, suggesting that
there is more afoot than bad luck.

Long Holding Periods Have Favored High-Yield Dividend Stocks
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As of December 31, 2023. Sources: Miller/Howard Research & Analysis; Fama-French dataset of portfolios formed on dividend yield (cap-weighted deciles); Morningstar
Direct. Based on the past 75 calendar years. Returns are annualized. High-Yield Dividend Stocks (Decile 7 - Decile 9) are an equal-weighted basket of the returns of decile 7,
decile 8, and decile 9 of the the Fama-French cap-weighted dividend decile dataset where decile 1 is the lowest yielding stocks and decile 10 is the highest.
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A Decade of Low Interest Rates
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As of December 31, 2023. Source: Federal Reserve Bank of St. Louis. Real interest rate data prior to 1982 not available.

Financial television shows love to analyze wiggles
in interest rates from one week to the next, with
the goal of explaining stock price action. In our
view, what is much more important is the impact
of changes in long-term interest rates over the
decades. After spiking up in the 1970s, the inter-
est rate on 10-year Treasury bonds fell from nearly
14% in 1981 to under 1% in 2020. Using swaps
to back out inflation expectations, the Federal
Reserve of Cleveland estimates that real interest
rates fell from roughly 7% in 1982 to 0%, first in
2012 and then in 2020 and again in 2021.

High interest rates cause investors to discount the
distant future more severely. Whether forecasts 10
to 20 years out are conservative or optimistic does
not really matter when interest rates are high be-
cause high discount rates force investors to focus
on the short and medium term. Low interest rates
do not cause optimistic long-term forecasts, but
they can serve as a permission slip for investors to
justify high valuations based on aggressive long-
term outlooks.

In recent years, we have seen surging long-term
earnings forecasts driven largely by rosy views of
profits from technological innovation. Interest
rates have been low for the past decade, encour-
aging very large market capitalizations for the
perceived long-term winners. The top 10 con-
stituents in the S&P 500 accounted for 33% of the
index’s market capitalization at year end, a record
for the past 30 years.

The spike in market concentration has driven a
wedge between high-yield dividend stocks and
the market cap-weighted index. At the end of 2023,
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only five of the top 10 stocks (by market cap) paid
a dividend, and of those five, none of the yields ex-
ceeded 1%. In contrast, 10 years earlier, the average
dividend yield of the top 10 was 2.1%. As a general
rule, market concentration that is driven by a run-up
in price-to-earnings (P/E) ratios will result in low-
yielding stocks dominating the list. For example, a
company trading at 50x earnings with a 50% payout
ratio will only yield 1%. High P/Es are simply not
compatible with high dividend yields.

Long-term interest rates bottomed out in 2020,
since rising to what we view as a more normal
level. A continued rise in interest rates could be
the trigger to reverse market concentration, but
we see more cautious views regarding valuations
and earnings forecasts to be the likely catalysts.

Record Market Concentration
Top 10 as a Percentage of the S&P 500 Index
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As of December 31, 2023. Sources: Bloomberg; Miller/Howard Research & Analysis.
Based on two screens for members of the S&P 500 Index by calendar year end
date. Members were ranked by market capitalization. The first screen was limited
to the top 10 by market cap. The second screen was all other members. The total
market cap of each selection period was used to calculate top 10 total percent

market capitalization. Stocks with multiple classes (e.g., Alphabet) were combined.
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What Can We Learn from 1999's Winners?

1999 Total

QUALCOMM 2619%
NEXTEL COMMUNICATIONS 337%
LSI LOGIC 319%
NORTEL NETWORKS 306%
ORACLE 290%
NETAPP 270%
NATIONAL SEMICONDUCTOR 217%
TERADYNE 212%
CABLETRON SYSTEMS 210%
COMVERSE TECHNOLOGY 206%
High-Yield Dividend Stocks* 7%

S&P 500 Index 21%

Next 5-Years
Total Return

What Happened?

Story Right/1999 Price Too High

Investment Thesis Completely Wrong

-51%
-42%
-82%
-93%
-51%
-20%
-16%
-74%

Subsequent Revenue Growth Disappointing
Investment Thesis Completely Wrong
Story Right/1999 Price Too High
Story Right/1999 Price Too High
Subsequent Revenue Growth Disappointing

Subsequent Revenue Growth Disappointing

-90% Subsequent Revenue Growth Disappointing
-66% Investment Thesis Completely Wrong
62%

-11%

Sources: Bloomberg; Morningstar Direct; Fama-French; Miller/Howard Research & Analysis. *High-Yield Dividend Stocks (Decile 7 - Decile 9) are an equal-weighted basket
of the returns of decile 7, decile 8, and decile 9 of the the Fama-French cap-weighted dividend decile dataset where decile 1 is the lowest yielding stocks and decile 10 is
the highest. Based on the 10 best performing stocks in the calendar year 1999. None of the names above were held in Miller/Howard portfolios as of March 31, 2024.

Chasing runaway stocks has been dangerous in
the past. We showed in a prior quarterly report
(3Q 2023) that the top 10 performing S&P 500
stocks in 1999 all subsequently underperformed
both the S&P 500 and especially high-yield divi-
dend stocks.

What can we learn from this experience?

First, the market was not 100% wrong. Today, rev-
enue at Qualcomm, Oracle, and NetApp is seven
times bigger than in 1999, and these companies are
highly successful in their corners of the tech market.
Yet investors who bought Qualcomm and Oracle at
the peak did not get back to breakeven until 2014.
Buyers of NetApp at its peak have yet to get their
money back. The simple lesson is that getting “the
story” right is not enough—you can pay too much
for a story even if it turns out to be true.

Other 1999 winners—LSI Logic, National
Semiconductor, Teradyne, and Cabletron—fell
victim to competition that challenged both
revenue growth and profitability. The products
produced by these companies still exist today,
naturally having greatly evolved. However, inves-
tors did not foresee how much competition would
dampen prices, market share, and income.

Looking back at the last three stocks—Nextel
Communications, Nortel Networks, and Comverse
Technologies—is much more humbling for 1999 bulls.

YHIRY Howard
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Nextel offered a mobile phone with a walkie-talkie
feature. Anyone who had a plumber or electrician
at their home in that era will remember the an-
noying screech of these phones. The market was
convinced that this instantaneous communication
was destined to be a long-term winner, not foresee-
ing how texting would prove to be a better solution.

The excitement around Nortel centered on its ag-
gressive acquisition of multiple tech and telecom
companies. Unfortunately, going on a buying
spree as the market bubble inflated put Nortel on
the path to eventual bankruptcy.

Lastly, Comverse Technology soared during the
Tech/Telecom Bubble, with mobile phone voice-
mail systems as their dominant product. Sales
slowed in the subsequent recession, depressing
the stock price. The CEO and two other execu-
tives attempted to recover their compensation
by backdating options. As a result of the ensuing
scandal, Comverse was delisted from Nasdaq, and
the CEO fled to Namibia as a fugitive, events not
anticipated by 1999 bulls.

All of this is not to denigrate 1999 investors—with
over two decades of hindsight, we know the full
story. Surely, those of us investing today will have
our own share of regrets in the future too. The
point is that forecasting 10, 20, and 30 years out is
difficult, yet it is what high price-to-earnings (P/E)
multiples require.
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Mega-Cap Stocks Trade
at an Unusually High Premium
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“But it's different this time!” bulls will argue.
That might be true, but we are seeing some signs
of excess similar to the Tech/Telecom Bubble. The
average trailing price/earnings ratio for the top 10
highest market capitalization names is now at a
greater spread relative to the S&P 500 than at any
time since the Tech/Telecom Bubble. Some bulls
will contend that means the top 10 still has room to
run, but that strikes as a “greater fool” thesis—all but
admitting that valuations will normalize in the future.

were combined.

2015 2020

From the standpoint of dividend yield, the top 10 is
now well below the yield of the top 10 during the
Tech/Telecom Bubble.

It's difficult to call a top, but we can say that
the top 10 is now:

« At a record high percentage of the S&P 500,
« At a record low in terms of dividend yield, and

« Gapping away from the S&P 500 on P/E (but still
not at the extreme we saw in the late 1990s).

Record Low Dividend Yields for 10 Largest Stocks
in the S&P 500 Index

= Top 10 (Market-Cap Weighted)
= S&P 500 Index

1995 2000 2005

2010 2015 2020

As of December 31, 2023. Sources: Refinitiv; Bloomberg; Miller/Howard Research & Analysis.

VAR Howard|

I'NVESTMENTS



QUARTERLY REPORT 1Q 2024

Equal-Weighted Usually Outperforms Cap-Weighted S&P 500 Index
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As of December 31, 2023. Sources: Refinitiv; Miller/Howard Research & Analysis. Based on rolling 10-year annualized relative returns. Broad (narrow)
market concentration is defined as years when the equal-weighted S&P 500 outperformed (underperformed) the cap-weighted S&P 500.

Today’s market concentration is not just focused
on the top 10 stocks, but runs throughout the S&P
500, with larger-cap stocks outperforming the rest
of the index. In 2023, the S&P 500 was up 26.3%.
Taking the same stocks and equal weighting them,
the total returns were only 13.9%. Same stocks,
just different weights. The recent superiority of the
cap-weighted S&P 500 over the equal-weighted
version indicates a narrow market, with returns
concentrated in the largest companies.

Over the long term, markets are typically broad,
with the equal-weighted index typically outper-
forming the cap-weighted. Using rolling 10-year
holding periods, the equal-weighted version has
historically outperformed 75% of the time. The
simplest explanation of the historical superiority
of the equal-weighted version is that it periodically

trims winners and adds to losers to maintain equal
weights. The cap-weighted version (i.e., the S&P
500 Index that we all know) does no periodic rebal-
ancing—it’s just buy and hold forever.

The outperformance of the cap-weighted index
might make sense if it could be explained entirely
by faster growing earnings of larger-cap com-
panies. But, just as we saw in the Tech/Telecom
Bubble, expanding price/earnings ratios explain
much of outperformance of the largest-cap com-
panies. Once again, the market is showing a bias
towards the very largest companies—a bias that
runs contrary to the superior long-term perfor-
mance of the equal-weighted S&P 500. As we will
show, the current tilt towards the largest market
capitalization companies also creates a headwind
for high-yield dividend stocks.

Cap-Weighted S&P 500 Index Trading at a Premium
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As of December 31, 2023. Sources: Refinitiv; Bloomberg; Miller/Howard Research & Analysis. For years prior to 2010: For the equal-weighted S&P 500 Index,
price-to-earnings (P/E) was calculated as the equal-weighted aggregate market capitalization divided by the aggregate of members equal-weighted positive
trailing 12-month net income. For the cap-weighted S&P 500 Index: P/E was calculated as aggregate market capitalization divided by the the aggregate of
members cap-weighted positive trailing 12-month net income. P/E ratios above 100x were winsorized at 100x. Years after 2010 were sourced from Bloomberg.

VHIEYY Howard|

I'NVESTMENTS



QUARTERLY REPORT 1Q 2024

High-Yield Dividend Stocks Historically
Outperform in Broad Markets
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As of December 31, 2023. Source: Miller/Howard Research & Analysis; Fama-French dataset of
portfolios formed on dividend yield (cap-weighted deciles); Morningstar Direct. Returns are

annualized. *Broad (narrow) market concentration is defined as years when the equal-weighted

Broad Markets*

We have shown that both high-yield dividend
stocks and the equal-weighted S&P 500 have his-
torically outperformed the cap-weighted S&P 500
over most 10-year holding periods. It turns out
that the two approaches tend to beat or trail the
S&P 500 in the same years. For 10-year holding
periods ending in the years since 1980, high-yield
dividend stocks have outperformed by an average
of 2.6% annual return in broad markets, defined
as when the equal-weighted S&P 500 outper-
formed the (cap-weighted) S&P 500 Index. During
narrow markets, when the equal-weighted ver-
sion underperformed, high-yield dividend stocks
underperformed by 1.2% annually.

Why are the two approaches correlated? First, they
both are “buy low/sell high” strategies. The equal-
weighted index must periodically sell winners and
buy underperformers to maintain equal weights.
High-yield dividend stocks have a similar character-
istic in that dividends typically adjust slower than
stock prices, meaning that dividend yields drop for
winners and rise when stocks fall. Staying within the
high-yield dividend stock universe requires selling
some winners and buying some laggards.

Both high-yield dividend stocks and the equal-
weighted index will underperform when
mega-caps outpace the market. For the equal-
weighted index, this is true by construction.
Historically, high-yield dividend stocks have
trailed when mega-caps zoom, simply because
the outperformance of very large-cap stocks is
often driven by rising price/earnings ratios—and
their associated low dividend yields.

WVHIEY Howard|  *As of March 31, 2024, Tesla was held in a Miller/Howard portfolio that is not yet available to investors; Microsoft was not held.
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S&P 500 outperformed (underperformed) the cap-weighted S&P 500.

What would cause a revival for dividend stocks?
In our view, high-yield dividend stocks can return
to their historic outperformance once the trend to-
wards market concentration reverses. Animal spirits
can be unpredictable, but we see a long list of forces
pushing back. First, much of the recent mega-cap
dominance has been driven by price/earnings mul-
tiple expansion. Profits in the 2030s and 2040s will
be what they will be—at some point stock prices
have to fully reflect long-term profit prospects.
Bear in mind that dividends are puny for the top 10,
meaning investors are not really paid to hold these
stocks—the whole game is having a correct view of
long-term profitability.

Second, high valuations encourage potential com-
petitors to enter the market. A recent example is the
raft of new electric vehicle programs in response to
Tesla’s stock market success.* Tesla's stock peaked in
2020 and faced headwinds as investors realized that
the company would face stiff competition.

Lastly, rapidly growing large-cap companies tend to
attract the attention of regulators. Recall the antitrust
case against Microsoft* in the late 1990s. Recently,
US tech companies have faced aggressive push back
from regulators, both in Europe and the US.

In our view, the day will come when stock market
performance will no longer be concentrated in just
the largest-cap companies. As returns broaden, we
expect high-yield dividend stocks to resume their
historical outperformance. And in the meantime, we
expect high-yield dividend stocks to continue gen-
erating solid investment returns. We will continue
following our investment philosophy—getting paid
to own stocks with high and growing dividends.
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MORE RISK, MORE REWARD?

We've all heard the expression, “No risk, no reward.”
As equity investors, we strongly agree with this
aphorism. Virtually anyone who has been in the
stock market over the past few decades has done
much better than those sticking with savings
accounts. Equity prices fluctuate, but returns over
long holding periods have been much better than
returns on cash or bonds. Yet, does taking even more
risk lead to more reward? Recent market returns
would seem to suggest that the answer is “yes,” but
this is contrary to long-term historical results.

Last year’s market was dominated by the
Magnificent Seven (Apple, Microsoft, Alphabet,
Amazon, Nvidia, Meta, and Tesla).! Returns for
these stocks ranged from a low of 49% (!) for
Apple to a high of 239% for Nvidia. Valuation
multiples for these names bulged as investors
grew convinced that they would be the long-
term winners in artificial intelligence (Al). In the
first quarter, fear of missing out was moderated
with much more careful questioning by investors.
Which companies will likely have a unique angle
on Al in the coming decades? Nvidia—possibly;
Apple and Tesla—much more debatable.

Are today’s investors justifiably confident or
overconfident? Only time will tell, but history
advises caution. Over the trailing 12 months,
lower-volatility stocks have outperformed
bonds but trailed the broad market significantly.

Portfolio Highlights

= Q1 dividend increases: Income-Equity (No
MLPs) had 15 dividend increases in the quarter,
including Stag Industrial (STAG), Comcast
(CMCSA), United Parcel Service (UPS),
CMS Energy (CMS), Gilead Sciences (GILD),
TotalEnergies (TTE), Interpublic Group
(IPG), Cisco Systems (CSCO), Coca-Cola
(KO), Exelon (EXC), Nutrien (NTR), Lamar
Advertising (LAMR), Canadian Natural
Resources (CNQ), Old Republic International
(ORI), and JP Morgan (JPM). Income-Equity
had the same 15 plus a 16th increaser,
Enterprise Products Partners (EPD).

= Exited positions: We sold EOG Resources
(EOG) over concerns that it may not be able
to maintain its growth trajectory.

= New buys: We initiated a position in
Canadian Natural Resources (CNQ). CNQ’s
oil sands production does not need the high
capital spending required to keep shale
wells flowing. CNQ will also benefit from
the opening of the Canadian government-
owned Trans Mountain Pipeline. We bought
East West Bancorp (EWBC), a midsize
California bank with a good track record of
growing loans while maintaining excellent
credit results.

Essentially, this means that investors are piling
into more volatile, more controversial stocks to
the detriment of “Steady Eddie” stocks.

*As of March 31, 2024, Tesla was held in a Miller/Howard portfolio that is not yet available to investors; the rest were not held.

Magnificent Seven
Have Driven Recent Market Returns
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Data as of March 31, 2024. Source: Bloomberg.
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Low-Volatility Stocks
Have Recently Underperformed
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As of March 31, 2024.
Sources: Morningstar
Direct; Miller/Howard
Research & Analysis.

Growth of $100 over the trailing 12-months. *Ibbotson Associates (IA)
Stocks, Bonds, Bills, and Inflation (SBBI) US Long-Term Government Bond
Total Return Index. Based on total returns.



Recent Underperformance of Low-Volatility Stocks
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Will more risk lead to more reward this time?
Possibly. But that would be contrary to history.

Looking at the last 50 years, low-volatility stocks
have easily outperformed the broad market, with
much of the advantage coming in down years. Bad
times are certain to come back, and lower-volatility
stocks tend to grind through these periods with
returns well ahead of their more controversial
peers.

Investing in high-yield dividend stocks naturally
tilts a portfolio towards lower-volatility stocks.
This should not be surprising because corporate
management teams tend to be more willing
to commit to a dividend if their profitability is
dependable. Miller/Howard’s Income-Equity
portfolios have many lower-volatility holdings;
examples include Coca-Cola (KO), Johnson &
Johnson (JNJ), and JP Morgan (JPM). We diversify
our low-volatility names with holdings in more
cyclical sectors such as banks, chemical companies,
and industrials. But even within our more cyclical
holdings, we attempt to avoid the highest-volatility
names. The overall result is a diversified, high-
dividend-yield portfolio that we expect to trade
with less volatility than the broad market.

YHIERY Howard
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Data as of March 31, 2024. Sources: Bloomberg; Morningstar Direct;
Miller/Howard Research & Analysis.

*lbbotson Associates (IA) Stocks, Bonds, Bills, and Inflation (SBBI)
US Long-Term Government Bond Total Return Index.

Based on total returns.

Looking Ahead

Will the new, new-new thing, artificial intelligence
(Al), overturn decades of investment precedent?
We view this as unlikely—not because we have a
crystal ball, but because we suspect no one does.
As we showed in the Quarterly Overview (see
page 4), it's not only about finding and investing
in successful Al companies, but also that valuation
matters—a stock price can exceed a company’s
true financial prospects. Our investment strategy is
based on finding companies that are stable enough
to commit to dividends and have the growth
prospects necessary to raise those dividends over
time.

In the first quarter, our Income-Equity portfolios
posted positive absolute returns, but trailed
both the Russell 1000 Value and the S&P 500
Indices. Returns for the broad market have been
concentrated in the largest-cap companies and
more-volatile stocks. We expect our relative
performance to rebound as the market normalizes.
In the meantime, our Income-Equity portfolio has
a dividend yield of 3.5%, and with the no-MLP
version yielding 3.3%. Dividend increases continue
to be plentiful in both portfolios.
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As of March 2024, the MLP Strategy was renamed MLP & Midstream Energy Income.
The name change better reflects that the portfolio holds midstream energy MLPs
and C-corporations, and provides high and growing income.

MIDSTREAM ENERGY DELIVERED AGAIN
this quarter—in more ways than one. Midstream
handily outperformed the broad market, while
continuing to provide the growing income that
investors have come to rely upon.

We continue to view midstream energy companies
as one of the best ways to garner income.
Midstream energy offers a high dividend yield
relative to other sectors of the market (versus the
broad market, utilities, REITs, and Treasurys), with
prospects for dividend growth.

Bonds have traditionally been used to provide
investment income. Unfortunately, fixed-income
securities provide just that—a fixed income. This
can become problematic as inflation raises the cost
of living. Bonds do not provide income growth,
which notably hits investors trying to offset rising
prices during periods of inflation.

We view midstream energy’s high dividends as a
potential solution—with a focus on companies
that have the potential to raise their dividends
consistently over the long term. Given much stronger
balance sheets and historically high free cash flow,
midstream companies have been able to increase
their dividends. By investing in companies that
provide opportunity to increase your income, you
can help to offset inflation and maintain the standard
of living that you enjoy now well into the future.

Another important feature unique to midstream
companies is their contract structure. Most midstream
companies have contracts with embedded inflation
escalators, helping to offset expenses and possibly
provide net benefits to portfolio income levels.

Lastly, despite three-plus-years of healthy
midstream stock performance, we continue to view
valuations as compelling.

Looking Ahead

We are monitoring weak natural gas prices (not
so for crude prices that are in the $80/Bbl range)
hit by an unseasonably warm winter, increasing
production, and high storage levels. Generally, the
companies we own in the MLP & Midstream Energy
Income portfolio have limited direct commodity
price exposure (although there is indirect exposure)
which enables steady earnings even when lower
commodity prices can negatively impact the
broader energy sector. In 2025, more liquefied
natural gas (LNG) export facilities are scheduled to
come online and increasing power demand from
data centers should have a positive impact on
natural gas volumes.

Portfolio Highlights

= Distribution increases: This quarter 7 of our
15 holdings announced dividend increases. The
average increase was 12% year-over-year.

= Sales: We trimmed Targa Resources (TRGP)
as the company should have one more year
of peak capex spending before it declines and
TRGP begins to generate higher free cash flow.

= Buys: We increased our weighting in Hess
Midstream (HESM), as the company continues
to target at least 5% annual distribution growth
through 2026 (extended from 2025).

Cumulative Portfolio Income Outpaces Inflation

$700,000 As of December 31, 2023. n
Sources: US Bureau of Labor Statistics;
$600,000 Miller/Howard Research & Analysis. Based
Cumulative Income on an actual account invested in the MLP
$500,000 & Midstream Energy Income portfolio,
with distributions reinvested, shows
$400,000 the effects of 1% annual fee deducted
e guarterly, and is based on a hypothetical
300,000 . . - 1,000,000 investment on December 31,
; Cumulative Inflation = 2013. Yield on investment is the distribu-
$200,000 > tion income for the prior 12 months di-
- - vided by the amount invested. This chart
$100,000 P shows cumulative inflation based solely
- on the original investment of $1,000,000.
30 =—= There is no guarantee that an investment

2013 2014 2015 2016 2017 2018 2019
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in MLP & Midstream Energy Income
would have yielded the same results.

2020 2021 2022 2023
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Infrastructure

QUARTERLY REPORT 1Q 2024

INFRASTRUCTURE WAS ABLE TO FOLLOW UP
a strong finish to 2023 with another positive
quarter, stringing together its best back-to-back
quarters in two years. Performance trends are
encouraging, though the portfolio’s lower beta
muted performance relative to the broad market.

Within the portfolio, large-cap names
outperformed small-cap positions. Holdings with
higher growth rates also outperformed. Interest
rate sensitivity continued to impact returns as
cell towers and utilities (particularly those with
renewable development exposure) lagged in the
face of rising interest rates. Midstream led during
the quarter with broad-based strength outside of
liquefied natural gas (LNG) exporters.

Looking Ahead

Infrastructure valuations look attractive compared
to the broad market. Based on forward price-to-
earnings ratios (P/E) relative to the S&P 500 Index,
utilities and midstream—the two largest sector
allocations within Miller/Howard’s Infrastructure
portfolio—trade at significant discounts to
historical levels. Utilities’ P/E is currently 73% of
the S&P 500's P/E, well below its 10-year median
of 96%; a relative discount of this magnitude was
last seen during the pandemic. Midstream’s P/E
is 77% of the S&P 500’s P/E, below its 10-year
median of 85%. While midstream’s discount to
historical levels isn't quite as pronounced as
utilities’, the discount is more significant when
one considers the marked improvements made
in the midstream business model in recent years.
Notably, other areas of the portfolio, such as
communication services, also trade at discounts.

In addition to highlighting an attractive entry
point, the lower relative P/E ratios are relevant
to our Infrastructure portfolio’s ability to provide
high and rising income. High P/E ratios are
simply incompatible with high dividend yields. A
company with a 25x P/E ratio can’t support more
than a 4% dividend yield (i.e., its earnings yield). In
our view, Infrastructure’s lower relative P/E ratios
put it in position to continue to deliver an income
stream that is superior to the broad market.

YHIEY Howard
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Portfolio Highlights

= Dividend increases: This quarter, 18 of our 34
holdings announced dividend increases with an
average increase of 7.9%.

= Focused on utility growth: We initiated a
position in Atmos Energy (ATO) and increased
our positions in CenterPoint Energy (CNP), AES
Corp. (AES), Public Service Enterprise Group
(PEG), and NextEra Energy Inc. (NEE). We exited
Fortis (FTS) and trimmed our position in Sempra
(SRE). Overall, these transactions improved the
growth profile of the portfolio’s utility exposure, a
factor that has historically led to outperformance.

= Reallocating energy: We trimmed positions
in Cheniere Energy (LNG), Plains GP
Holdings (PAGP), Targa Resources (TRGP),
and Antero Midstream (AM) to add to
ONEOK (OKE) and our utility positions.
Overall, these transactions lowered the
portfolio’s risk profile and increased dividend
yield.

= Telecom swap: We exited BCE Inc. (BCE) and
initiated a position in T-Mobile US (TMUS). We
expect TMUS to benefit from industry-leading
growth and margin expansion.

= Trimming on strength: We trimmed Waste
Management (WM) on a richer valuation
following a period of outperformance.

Utilities & Midstream Significantly

Discounted vs Broad Market
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== Utilities Premium/Discount

- - Utilities 10-Year Median

= Midstream Premium/Discount
- - Midstream 10-Year Median

As of March 31, 2024. Sources: Miller/Howard Research & Analysis; Refinitiv.
Based on the utilities sector and midstream energy C-corps’ forward price-
to-earnings (P/E) as a percentage of the S&P 500 Index forward P/E.

1



Utilities Plus

QUARTERLY REPORT 1Q 2024

UTILITIES FINISHED THE QUARTER IN
positive territory, maintaining momentum from
the fourth quarter despite the yield on the 10-year
Treasury increasing by ~45 basis points. Utilities
initially slowed before rallying through quarter
end. Share prices were under pressure in January
as economic data pushed out Fed rate cut expec-
tations, but shares reversed course on constructive
earnings reports and excitement around stronger
power demand trends.

Within the group, large-cap utilities outperformed
mid- and small-cap utilities. Independent power
producers (IPPs) led for a fourth straight quarter,
sustaining their momentum. The market has seen
investor interest in power generators that could
benefit from rising electricity demand driven by
artificial intelligence (Al) and data centers. IPP sen-
timent was further supported by strong earnings
reports and hit a crescendo when Talen Energy
(TLNE, not held) announced a data center deal
with Amazon’s AWS (not held). On the other end
of the spectrum, water utilities continued to lag as
the group has generally exhibited higher interest
rate sensitivity.

Looking Ahead

Electricity demand flattened over the last 20 years
due, in large part, to efficiency gains. However,
power demand is inflecting and has caused states,
agencies, and utilities to revise their demand fore-
casts. According to a report by Grid Strategies, FERC
filings show grid planners now expect US electric-
ity demand to grow 4.7% over the next five years
(up from estimates of 2.6% last year). Since these
filings, many utilities have further increased demand
forecasts. Other more aggressive industry forecasts
suggest growth of upwards of 20% by 2030.

At the center of this growth is Al and data center
proliferation (with additional contributions from
manufacturing and electric vehicles). In Virginia
alone, at least 75 data centers have opened since
2019. Data center demand could more than double
by 2030, on its way to comprising 7% or more of US
electricity demand.

YHIY Howard
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Portfolio Highlights

= Dividend increases: This quarter, 15 of our 32
holdings announced dividend increases with
an average increase of 7.4%.

= IPP mania: We trimmed Vistra Corp. (VST) and
Constellation Energy (CEG) as independent
power producer shares skyrocketed, drastically
outperforming their requlated peers.

« Focused on growth: We sold Portland General
Electric (POR), initiated positions in PG&E Corp.
(PCG) and Atmos Energy (ATO), and added
to NextEra Energy Inc. (NEE), CenterPoint
Energy (CNP), and DTE Energy (DTE). Overall,
these transactions improve the portfolio’s
dividend and earnings growth—factors that
have historically led to outperformance.

While the ultimate growth profile is difficult to
pinpoint, utilities are positioned to be a primary
beneficiary of these trends in our view. We be-
lieve benefits will extend beyond independent
power producers. Additional power demands and
transmission needs will bolster utilities’ capital de-
ployment. Within the reqgulated business model,
we believe this should translate into earnings and
dividend growth, reinforcing utilities” ability to pay
high and rising dividends.

US Data Center Growth
Driving Electricity Demand
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As of January, 2023. Source: McKinsey and Company. Actual and
projected US data center energy demand.
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North American Energy

QUARTERLY REPORT 1Q 2024

In March 2024, we announced that North American Energy (with K-1s) will merge into
North American Energy (without K-1s), with a targeted completion date by June 30, 2024.
The portfolios largely overlap, with only two distinct holdings at the time of the announcement.

CRUDE OIL PRICES STAGED A STEALTHY 16%
rally, pushing our North American Energy portfolio
to strong double-digit gains. Positive performance
was broad-based, but refiners decisively earned
the blue ribbon. Cyclically, refiner profit margins
remain sticky at nearly twice pre-COVID levels—
owing to global economic resilience, Red Sea
disruptions, and Ukrainian attacks on key Russian
refineries. Structurally, we believe refiners may be
in the process of re-rating, as investors reassess
the timeline of the energy transition. For exam-
ple, entering the quarter, Marathon Petroleum
(MPCQ), traded at a 12% free cash flow yield on
2024 estimates, among the highest in the market.
As analysts reassessed near-term cyclical strength
in earnings, Marathon'’s consensus 2024 free cash
flow estimates rose 25% during the quarter. The
stock, however, rose an even greater 37%. We
believe the difference reflects growing investor
willingness to place a higher probability on the
scenario that demand for refinery products will
persist for many years to come.

Looking Ahead

With energy stocks outperforming the S&P 500
Index year-to-date, and already surpassing the
sector’s 2023 total returns, is it time for investors
to consider selling? We don't think so. Despite the
broad market’s recent multiple expansion, energy
sector price-to-earnings (P/E) ratios remain at
the deepest discount. While energy valuations
suggest skepticism, the macro picture is strong,
in our view. Capital discipline remains the play-
book among most producers both in the US and

Energy Sector Remains
Attractively Valued

S&P 1500 Index
Technology
Materials

Communication
Services

Industrials
Healthcare
Discretionary
Financials
Staples

Utilities

M Current P/E

Energy ¥ 3-Year Average

As of March 31, 2024. Sources: Bloomberg; Miller/Howard Research & Analysis.
Excludes real estate. Based on the S&P 1500 Index and its sectors. Current
represents the next 12-month forward price-to-earnings (P/E), and 3-year
averages the most recent year-end multiples.

internationally. We expect OPEC+ market man-
agement to remain active, while projected US
production growth plateaus. For now, at least, we
believe the industry has entered a steady state,
supportive of rangebound commodity prices that
are highly conducive to strong free cash flow gen-
eration and cash return to equity holders.

Portfolio Highlights

® Energy and income: The portfolio currently offers an indicated yield of 3.1% (3.2% for our version
that includes K1s), which we project is supported down to ~$40/Bbl oil, combined with variable
return-of-capital commitments at higher commodity prices. This year, companies are slightly
favoring buybacks compared to special dividends, given C-suite views on current stock valuations.

= Along the energy value chain. We sold Chevron (CVX) on valuation concerns, and trimmed
oilfield services company Liberty Energy (LBRT) following strong price performance, and as
bearish commentary circulated on discipline within Liberty’s pressure pumping niche. We added
a new midstream position in Kinder Morgan (KMI), after the company right-sized its balance
sheet and as contract cliffs that have reduced earnings roll off.

YHIBY Howard
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Small Cap Dividend

QUARTERLY REPORT 1Q 2024

DIVIDEND INCREASES CAN OFTEN PROVIDE
insight into a portfolio’s long-term income
potential. In our view, dividend increases are
also a signal from management that the firm is
healthy enough to run quarter-after-quarter with
shareholder cash returns as a priority. Dividend
cutters are usually punished by the market, while
dividend increasers typically see better stock price
returns (see our 4Q 2023 Quarterly Report).

The small-cap universe has relatively few dividend
aristocrats (stocks with 25+ years of consistent
dividend increases) because small-caps are more
likely to be unprofitable, early-stage ventures—
many of these companies still need to tap into
capital markets and dilute shareholders just to
break even. Our opinion is that small-caps with
healthy dividends have already signaled their
ability to generate sustainable levels of cash flow
that can grow over time.

While our Small Cap Dividend portfolio has
historically been more exposed to dividend increases
compared to its benchmark, we don't explicitly target
increases. Instead, we focus on qualities usually
correlated with rising dividends like sales growth,
earnings-per-share growth, and strong cash flow.
In 2023, only 20% of the Russell 2000 Index raised
their dividend, compared to 74% in our portfolio. If
we restrict the analysis to just dividend payers, 52%
of payers in the benchmark raised their dividend,
and 8% cut or eliminated the dividend. In contrast,
80% of payers in our portfolio announced a dividend
increase in 2023, with zero cuts or eliminations.

In aggregate, small-caps stocks marched higher
during the first quarter, buoyed by a resilient US

Small Cap Dividend Saw More
Dividend Increases Compared to
the Russell 2000 Index in 2023

All Stocks Dividend Payers
% Cut % Increased % Cut % Increased
80%
74%
52%
8%
B 0%
Russell Small Russell Small Russell Small Russell Small
2000 Cap 2000 Cap 2000 Cap 2000 Cap
Index Dividend Index Dividend | Index Dividend | Index Dividend

As of December 31, 2023. Sources: Miller/Howard Research & Analysis;
Bloomberg; Refinitv. Russell 2000 Index: Implied 4Q22 dividend rates for
index members on December 31, 2022 were compared to implied 4Q23 rates,
adjusting for irregular dividends and excluding delisted or acquired members.
Small Cap Dividend: The total number of dividend actions for holdings owned
by the portfolio at the time of declaration was compared to the average
number of holdings at each quarter end during 2023.

economy. Recent performance compared to large-
caps has been mixed as mega-caps dominate
total market returns, but our Small Cap Dividend
portfolio did see healthy outperformance relative
to its benchmark this quarter.

Looking Ahead

For the first time in over two decades, the Russell
2000 ended the first quarter with a trailing dividend
yield slightly above that of the S&P 500 Index.
Historical trends show that dividend payers tend to
outperform non-payers over long holding periods.
We believe our Small Cap Dividend portfolio
presents an opportunity for diversified income
investors to take advantage of these dynamics.

Portfolio Highlights

(ASO), and Washington Federal (WAFD).

= Dividends increases: Fourteen holdings raised their regular dividend this quarter—STAG
Industrial (STAG), Apogee (APOG), Franklin Electric (FELE), ONE Gas (OGS), Applied
Industrial (AIT), Unitil (UTL), Washington Federal (WAFD), Radian Group (RDN),
NorthWestern Energy (NWE), Allison Transmission (ALSN), Mueller Industries (MLI), EMCOR
(EME), Academy Sports & Outdoors (ASO), and Signet (SIG).

= Sales: We exited Catalyst Pharmaceuticals (CPRX), MDC Holdings (MDC), Oxford Industries
(OXM), AdvanSix (ASIX), InMode (INMD), SpartanNash (SPTN), Academy Sports & Outdoors

= Buys: We initiated positions in Haemonetics (HAE), Standard Motor Products (SMP), KB Home
(KBH), Cabot (CBT), Nomad Foods (NOMD), and Benchmark Electronics (BHE).

YHIY Howard
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Yield, Growth, Strength, Stability
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= Our Income-Equity portfolios each offer a high dividend yield that is nearly 2.5x the yield on the S&P 500 Index, and
have ample dividend coverage and reasonable leverage levels (net debt/EBITDA).

m Both portfolios trade at a significant discount to the broad market on price-to-earnings as well.

= We believe the portfolios are well-positioned for dividend growth throughout the full market cycle.

Income-Equity (with MLPs)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 1Q24

Income-Equity Yield 4.2 47 4.0 3.7 43 3.7 3.6 33 3.6 3.7 3.5

S&P 500 Yield 2.0 2.2 2.1 1.9 2.2 1.9 15 1.5 1.8 1.5 1.4

Ratio 21x 22x 19 20x 20x 20x 23x 22x 20x 24x  25x

Income-Equity Projected Dividend Growth* 7.5 58 50 63 7.8 73 5.1 60 6.1 55 5.9

S&P 500 Projected Dividend Growth** 47 42 40 42 52 42 33 59 48 45 53

Ratio 1.6x  14x 12x 15x 15x  17x 15  10x  13x 1.2x 1Ix

Income-Equity Dividend Coverage Ratio  1.3x ~ 13x  13x  15x 19 23x  21x  20x  27x  21x  21x
Income-Equity Net Debt/EBITDA***  42x  28x  2.0x 19 14x 19% 19% 12x 20x 18  2.0x

_Faui io Jrajli 136 145 146

S&P 500 P/ETrailing 184 188 205 217 165 216 276 241 186 219 235
Premium/Discount -10% -24% -16% -18% -23% -41% -40% -42% -27% -34% -38%

Income-Equity (No MLPs)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 1Q24

Income-Equity (No MLPs) Yield 4.0 4.6 3.9 3.7 4. 3.6 35 3.2 35 3.4 33

S&P 500 Yield 2.0 2.2 2.1 1.9 2.2 1.9 15 1.5 1.8 1.5 1.4

Ratio 2.1x  21x 19  20x 20x 2.0x 23x 21x  20x 2.2x 24

Income-Equity (No MLPs) Projected Dividend Growth* 7.7 59 50 64 79 75 52 60 60 56 59

S&P 500 Projected Dividend Growth** 47 42 40 42 52 42 33 59 48 45 53

Ratio 1.6x  14x 12x 15  15x 18 15  1.0x  13x 12X 1Ix

Income-Equity (No MLPs) Dividend Coverage Ratio  1.3x  13x  13x  15x  19%  23x  21x  20x 28  23x 23
Income-Equity (No MLPs) Net Debt/EBITDA*** ~ 2.6x  2.6x  2.2x  2Ix 14 19% 1% 12x 18  16x 1%
Income-Equity (No MLPs) P/E Ratio Trailing 172 165 182 180 129 135 168 140 138 146 152
S&P 500 P/ETrailing 184 188 205 217 165 216 276 241 186 219 235
Premium/Discount 6% -12% -12% -17% -22% -38% -39% -42% -26% -33% -35%

As of March 31, 2024. Sources: Bloomberg; S&P; Miller/Howard Research &

** Bloomberg Dividend per Share 3-year forward estimates.

*** Excludes financials.

Analysis. The data above are based on representative accounts in our Income-
Equity portfolios both with and without MLPs and are subject to change.
Median P/E ratio trailing is published for our Income-Equity portfolios.

* Projected Dividend Growth—Miller/Howard Portfolio Team’s 3-year
annualized projected dividend growth based on data from various sources,
adjusted to reflect our view of future economic and market conditions. There
is no assurance projections will be realized.

YHIBY Howard
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Dividend yields shown for Miller/Howard portfolios exclude cash.

All data are as of year-end, unless otherwise noted.

Common stocks do not assure dividend payments. Dividends are paid
only when declared by an issuer’s board of directors, and the amount of
any dividend may vary over time. Dividend yield is one component of per-
formance and should not be the only consideration for investment. See
definitions and full disclosure on page 16.
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Our ESG and Portfolio Management Teams work together to gain the fullest possible
understanding of companies held in, or under consideration for, our portfolios.

The Two Elements of Our Approach:

Identify companies that are appropriate
for our goal of providing

Sustainable Income Opportunities®

Primary Purpose:
- Risk identification & assessment
« Portfolio-level risk composition
- Enhanced due diligence

Push companies to take actions to address
investor concerns, with the goal of
protecting shareholder value

Primary Purpose:

- Mitigate risk

» Uncover opportunities

- Exercise the investor right to provide
oversight and feedback to the company

Read more about our process on mhinvest.com/ESG.

Miller/Howard Investments Inc. is an independent, research-driven invest-
ment boutique with over three decades of experience managing portfolios for
major institutions and individuals in dividend-focused investment portfolios.
The firm is 100% employee-owned through an Employee Stock Ownership
Plan (ESOP).

We continue to evolve and develop portfolios that strive to provide investors
with various levels of currentincome and dividend growth. With a primary goal
of reliableincome and long-term returns, coupled with a belief that investors can
play an important role in securing a sustainable future, our portfolios include
environmental, social, and governance (ESG) research and/or screening, direct
engagement with companies, filing shareholder resolutions, proxy voting,
coalition building, and/or public policy involvement.

This report represents Miller/Howard Investments’ views. The statistics and pro-
jections cited in this report have been provided by sources generally considered
to bereliable, but are not guaranteed. Opinions and estimates offered constitute
Miller/Howard Investments’ judgment and are subject to change without notice,
as are statements of financial market trends, which are based on current market
conditions. This material is solely informational. The information and analyses
contained herein are not intended as tax, legal, or investment advice and may
not be appropriate for your specific circumstances; accordingly, you should
consult your own tax, legal, investment, or other advisors, at both the outset of
any transaction and on an ongoing basis, to determine such appropriateness.
The material may also contain forward-looking statements that involve risk and
uncertainty, and there is no guarantee they will come to pass. Any investment
returns—past, hypothetical, or otherwise—are not indicative of future per-
formance. The information provided should not be considered arecommenda-
tion to buy or sell any security, and should not be considered investment, legal,
ortaxadvice. Securities mentioned are being shown forinformational purposes
only. Buy and sell rationales are the express opinions of MHI's investment team.
These securities should not be considered arecommendation to buy, sell, or hold
any of the securities and are not intended to imply that any one security listed
above, or the portfolio as a whole, is appropriate for a particular client. There
is no assurance that the securities purchased have remained or will remain in
the portfolio or that securities sold have not been or will not be repurchased.
To receive a list of all recommendations for the previous year, please email
compliance@mhinvest.com. Common stocks do not assure dividend payments.

For more information and to request materials:
Visit www.mhinvest.com or contact our Internal Sales Desk:
Email internals@mhinvest.com / Call (845) 679-9166

To receive the current ADV Part 2A free of charge:
Email compliance@mhinvest.com / Call (845) 679-9166

PO BOX 1598, KINGSTON, NY
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To receive a list of all recommendations for the previous
year, please email compliance@mhinvest.com.

© 2024 Miller/Howard Investments. All rights reserved.

Please print on recycled paper.

Dividends are paid only when declared by anissuer’s board of directors, and the
amount of any dividend may vary over time. Dividend yield is one component
of performance and should not be the only consideration for investment. The
returns on a portfolio that utilizes environmental, social, or governance (ESG)
criteria for stock selection may be lower or higher than portfolios where ESG
factors are not considered, and the investment opportunities available to such
portfolios may differ.

DEFINITIONS:

Price-Earnings Ratio (P/E)—The ratio of a company’s share price to its earnings
per share. The ratio is used as a valuation tool and can help determine whether
a company is overvalued or undervalued.

S&P 500 Index® widely regarded as the best single gauge of large-cap US equi-
ties and serves as the foundation for a wide range of investment products. The
Index includes 500 leading companies and captures approximately 80% coverage
of available market capitalization.

Russell 1000 Index® measures the performance of the large-cap segment of the
US equity universe. It is a subset of the Russell 3000 Index® and includes approxi-
mately 1,000 of the largest securities based on a combination of their market cap
and current index membership. The Russell 1000 Index® represents approximately
92% of market capitalization of the US market.

Russell 1000 Value Index offers investors access to the broad value segment
of US equity value universe and is constructed to provide a comprehensive and
unbiased barometer of the broad value market.

Russell 2000 Index measures the performance of the small-cap segment of
the US equity universe and is a subset of the Russell 3000° Index representing
approximately 10% of the total market capitalization of that index. It includes
approximately 2,000 of the smallest securities based on a combination of their
market cap and current index membership. Investors cannot invest directly in
an index and unmanaged index returns do not reflect any fees, expenses or
sales charges.

MLP = Master Limited Partnership.

[T Miller/Howard Investments
) @mh_investments
@9 mhinvest.com/blog
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