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WHILE MHI'S INCOME EQUITY PORTFOLIOS 
didn’t quite pack an entire year’s worth of 
average market returns into a single quarter, 
they came close. Prior quarters have delivered 
higher absolute returns, but few felt as 
satisfying as this one. For years, dividend 
investors watched a market that rewarded 
clicks, likes, and new product launches over 
profits, plans, and cash flows. Escaping mega-
cap tech became a challenge for investors, as 
companies like Meta, Alphabet, and Amazon 
(not held in any MHI portfolios) crept into value 
indices, and even (gasp) dividend strategies 
that benchmark against them—present 
company excluded.
That market dynamic now appears to be 
shifting. Our companies’ solid returns have 
been supported by steady earnings growth, 
while quarterly reports from the market high-
fliers of recent years have struggled to justify 
increasingly stretched valuations.

Income-Equity
QUARTERLY REPORT 1Q 2026

To be sure, we were not entirely immune to 
the March pullback, though our portfolios 
weathered comparatively well. It is easier to 
hold businesses whose value depends upon cold 
hard cash paid from abundant free cash flow 
at regular quarterly intervals—rather than on 
parabolic growth projections that can be easily 
disrupted by events such as war. In recent weeks, 
the the conflict in Iran has seemingly weighed 
on market sentiment, largely in proportion to the 
uncertainty of its outcome more than the move 
in oil prices themselves. Even after a sharp rise 
above $100 per barrel, oil remains well below its 
2008 peak on an inflation-adjusted basis.
What the administration said would be a swift 
Venezuela-style regime change has, instead, 
evolved into a more protracted conflict. The 
Iranian regime seems prepared for a drawn-
out response, seeking not only to entangle the 
West more deeply, but to unsettle financial 
markets along the way. As of this writing, the 
situation remains volatile.

As of March 31, 2026. Sources: Bloomberg. "Will the Iranian regime 
fall before 2027?" based on the prediction market Polymarket.
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"Will the Iranian regime fall before 2027?"
Uncertainty About the War’s Outcome 

Drove March 2026 Market Returns
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Income-Equity (continued)

Looking Ahead 
We entered 2026 with an optimistic outlook 
for economic growth, aided in part by lower 
regulation and federal tax benefits that 
incentivize increased capital expenditures, 
including the reinstatement of 100% bonus 
depreciation that had been phased down 
since 2018. Unlike consumer spending, which 
boosts GDP immediately,  higher capex 
creates a ripple effect through supply chains 
and productivity gains that typically results 
in GDP growth several times larger than the 
original investment over time. Despite the 
uncertainty surrounding the war in Iran, we 
expect these forces to continue to support 

broad-based earnings growth across our 
Income-Equity portfolios in future quarters. 
A solidly-positive February ISM (Institute for 
Supply Management) Manufacturing Index 
figure underscored the increasingly broad-
based nature of corporate capex, following 
years of stagnation. Though hyperscalers 
dominate spending growth, other companies 
are increasingly reinvesting as well.
One emerging item we’re monitoring is rising 
stress within the private credit industry. While 
modern private credit markets have existed 
since the late 1980s, the asset class expanded 
rapidly following the Global Financial Crisis,  

In the first quarter, our Income-Equity portfolios outperformed both the Russell 1000 Value and 
the S&P 500 Indices. Income-Equity now yields 3.5%, while the no-MLP version yields 3.2%, and 
we project future dividend growth of 5.2% and 4.8% in each version, respectively.

Dividend increases: Both versions had 19 stocks raise their dividends this quarter with a 
median increase of 4.4%. Notable year-over-year hikes were announced by Goldman Sachs (GS, 
+50% y/y), East West Bancorp (EWBC, +33%), and GSK (GSK, +12.5%). Compared to last year, in
the normally eventful first quarter, there were 2 more dividend increases in our Income-Equity
portfolio (and 3 more in our Income-Equity No MLP portfolio).

We were quite active this quarter, positioning the portfolio for 2026, and we feel confident about 
the outlook for dividend growth across every one of our holdings.

Exited positions: As the year began, we trimmed Gilead (GILD) and Johnson & Johnson 
(JNJ), two large pharma positions that had strong price performance in 2025. We trimmed 
Cisco (CSCO), where dividend growth hasn’t kept up with price appreciation, leaving the 
dividend yield below our favored range—a situation that enabled us to recycle capital into 
higher-yielding positions. We also trimmed Old Republic (ORI). We sold two companies 
where our bear-case arguments became more compelling. While H&R Block (HRB) could 
extract efficiencies from AI, our research started to suggest that it is increasingly likely that new 
technology will accelerate competitive threats. We sold VICI Properties (VICI), after a number 
of transactions that we believe reduce tenant creditworthiness and long-term dividend safety.

New buys: Proceeds funded new positions in derivatives exchange CME Group (CME) and 
automotive tool seller Snap On (SNA—which is a category leader and strong long-term 
compounder). We also added to existing positions in billboard REIT Lamar Advertising (LAMR), 
which enjoys a strong moat due to local resistance to additional sitings. We also increased high-
yielding utility Exelon (EXC), clothier Gap (GAP), mobile home REIT Equity Lifestyle (ELS), and 
food manufacturer Hormel (HRL). 

Portfolio Highlights
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Income-Equity (continued)

as tighter regulatory standards for banks 
pushed less creditworthy borrowers 
toward non-bank lenders. Supported 
by long investor lockups, proprietary 
a cco u nt i n g  (a n d  p e r f o r m a n ce) 
assumptions, favorable capital markets, 
increased institutional wallet share, 
and a prolonged economic expansion, 
private credit has grown into a $1.7 
trillion industry. Significant low-cost 
f inancing to private credit funds, 
especially from banks, has boosted 
limited partner returns, which in turn, 
have been recycled aggressively to fund 
private equity transactions. Today, both 
private equity and credit funds have 
increasingly turned to retail investors 
as institutions have reached allocation 
limits, and, in many cases, public 
market valuations remain below private 
marks. We reviewed our portfolio 
this quarter and were pleased to find 
de minimis direct exposure to these 
stresses within our financial holdings. 
Further, we avoided selloffs in business 
development corps (BDCs), other 
non-bank lenders, and private equity 
firms. While broad contagion remains 
a possibility, private credit is less than 
20% the size of the mortgage-backed 
securities (MBS) market that destabilized 
the financial system in 2008. 
Years ago, we named the tortoise as the 
unofficial mascot of our Income-Equity 
portfolios, as it moves steadily forward, 
navigating obstacles both large and 
small. We remain optimistic about 
the path ahead, but will continue to 
proceed deliberately, with a portfolio of 
high quality companies that we believe 
offers an all-weather solution through 
high current income, growth of income, 
and financial strength.
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After years of stagnant capex growth,
spending is set to accelerate dramatically this year

–and it is not just the hyperscalers. 

As of March 31, 2026. Source: Bloomberg. Based on 
the S&P 500 Index real capital expenditures (capex). 
$100 = 2020. Hyperscalers are defined as Amazon.
com (AMZN), Alphabet Inc (GOOGL), Meta Platforms 
(META), Microsoft Corp (MSFT), and Oracle Corp 
(ORCL) (not held in any Miller/Howard portfolios).

Capex Growth is Projected 
 to Accelerate
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After years of stagnant capex growth,
spending is set to accelerate dramatically this year

–and it is not just the hyperscalers. 

After years of stagnant capex growth, 
spending is projected to accelerate  

dramatically this year  
—and it is not just the hyperscalers.

Deregulation Near Historical Peaks
The US Economic Deregulation Index 

(1960-2025)

Source: Board of Governors of the Federal Reserve System/International Finance Discus-
sion Papers/March 2026.  Note: The U.S. Deregulation Index, constructed by applying 
large language models to classify newspaper articles using ProQuest Global Newsstream 
Collection, ProQuest Historical Newspapers, and the textual analytics tools of ProQuest 
TDM Studio. Series shows 365-day moving average of daily values, indexed to mean 100 
in 1960-2019. Labels identify major deregulation episodes. Higher values indicate more 
intense deregulation activity as measured by news coverage.
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Yield, Growth, Strength, Stability

Income-Equity (with MLPs)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 1Q2026

Income-Equity Yield 4.0 3.7 4.3 3.7 3.6 3.3 3.6 3.7 3.6 3.6 3.5

S&P 500 Yield 2.1 1.9 2.2 1.9 1.5 1.5 1.8 1.5 1.3 1.2 1.3

Ratio 1.9x 2.0x 2.0x 2.0x 2.3x 2.2x 2.0x 2.4x 2.7x 3.1x 2.8x

Income-Equity Projected Dividend Growth* 5.0 6.3 7.8 7.3 5.1 6.0 6.1 5.5 5.5 5.0 5.2

S&P 500 Projected Dividend Growth** 4.0 4.2 5.2 4.2 3.3 5.9 4.8 4.5 5.3 5.0 4.9

Ratio 1.2x 1.5x 1.5x 1.7x 1.5x 1.0x 1.3x 1.2x 1.0x 1.0x 1.1x

Income-Equity Dividend Coverage Ratio 1.3x 1.5x 1.9x 2.3x 2.1x 2.0x 2.7x 2.1x 2.1x 2.1x 2.0x

Income-Equity Net Debt/EBITDA*** 2.0x 1.9x 1.4x 1.9x 1.9x 1.2x 2.0x 1.8x 2.2x 2.6x 2.6x

Income-Equity P/E Ratio Trailing 17.2 17.7 12.6 12.8 16.7 14.0 13.6 14.5 15.2 14.7 16.3

S&P 500 P/E Trailing 20.5 21.7 16.5 21.6 27.6 24.1 18.6 21.9 24.7 25.4 23.5

Premium/Discount -16% -18% -23% -41% -40% -42% -27% -34% -38% -42% -31%

Income-Equity (No MLPs)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 1Q2026

Income-Equity (No MLPs) Yield 3.9 3.7 4.2 3.6 3.5 3.2 3.5 3.4 3.4 3.4 3.2

S&P 500 Yield 2.1 1.9 2.2 1.9 1.5 1.5 1.8 1.5 1.3 1.2 1.3

Ratio 1.9x 2.0x 2.0x 2.0x 2.3x 2.1x 2.0x 2.2x 2.6x 2.9x 2.6x

Income-Equity (No MLPs) Projected Dividend Growth* 5.0 6.4 7.9 7.5 5.2 6.0 6.0 5.6 5.3 4.8 4.8

S&P 500 Projected Dividend Growth** 4.0 4.2 5.2 4.2 3.3 5.9 4.8 4.5 5.3 5.0 4.9

Ratio 1.2x 1.5x 1.5x 1.8x 1.5x 1.0x 1.3x 1.2x 1.0x 0.9x 1.0x

Income-Equity (No MLPs) Dividend Coverage Ratio 1.3x 1.5x 1.9x 2.3x 2.1x 2.0x 2.8x 2.3x 2.3x 2.1x 2.0x

Income-Equity (No MLPs) Net Debt/EBITDA*** 2.2x 2.1x 1.4x 1.9x 1.9x 1.2x 1.8x 1.6x 2.1x 2.5x 2.4x

Income-Equity (No MLPs) P/E Ratio Trailing 18.2 18.0 12.9 13.5 16.8 14.0 13.8 14.6 15.3 15.2 16.9

S&P 500 P/E Trailing 20.5 21.7 16.5 21.6 27.6 24.1 18.6 21.9 24.7 25.4 23.5

Premium/Discount -12% -17% -22% -38% -39% -42% -26% -33% -38% -40% -28%

■ Our Income-Equity portfolios each offer a high dividend yield that is over 2.5x the yield on the S&P 500 Index, and
have ample dividend coverage and reasonable leverage levels (net debt/EBITDA).

■ 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.

As of March 31, 2026. Sources: Bloomberg; S&P; Miller/Howard Research & 
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.

** Bloomberg Dividend per Share 3-year forward estimates.
*** Excludes financials.
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 last page.
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Miller/Howard Investments Inc. is an independent, research-driven investment boutique 
with over three decades of experience managing portfolios for major institutions, mutual 
funds, and individuals in dividend-focused investment strategies. The firm is 100% 
employee-owned through an Employee Stock Ownership Plan (ESOP).
This report represents Miller/Howard Investments’ views. The statistics and projections 
cited in this report have been provided by sources generally considered to be reliable, 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 

FSC® C009908

The mark of 
responsible forestry

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

Notification to Clients: Contact 
your Advisor with any material 
changes to your f inancial 
profile that would impact your 
appropriateness for investment. 

M I L L E R / H O W A R D  I N V E S T M E N T S   |   P O  B O X  1 5 9 8 ,  K I N G S T O N ,  N Y  1 2 4 0 2   |   ( 8 4 5 )  6 7 9 - 9 1 6 6   |   M H I N V E S T . C O M

Miller/Howard Investments
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◊ By contribution to return. To obtain our methodology for calculating the best- and worst-
performing securities, as well as a list of the contribution to performance of each security 
listed, please call us at 845.679.9166. The holdings identified do not represent all of the 
securities purchased, sold, or recommended for advisory clients. This list is not a recommen-
dation to buy, sell, or hold these securities.

not indicative of future performance. The information provided should not be considered a 
recommendation to buy or sell any security, and should not be considered investment, legal, 
or tax advice. Securities mentioned are being shown for informational purposes only. Buy 
and sell rationales are the express opinions of MHI’s investment team. These securities should 
not be considered a recommendation 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 suitable 
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@mhin-
vest.com. 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 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. 

INCOME- EQUIT Y (with MLPs) 

LEADERS ◊	

Canadian Natural Resources: Raised the dividend by +6.4%; beat on EPS 
and production; guided 2026 ahead of expectations.  War in Iran pushed 
up oil prices and spiked investor interest in this Canadian oil producer.

Johnson & Johnson: Slight positive surprise on EPS and revenue with 
solid underlying organic revenue growth. Upside was broad-based, 
driven by both the pharma and medtech segments.

Gilead Sciences: Raised the dividend by +3.8%; healthy beat on 
top- and bottom-line results with strong momentum in demand for 
Biktarvy and Yeztugo. Several positive drug pipeline updates. Raised 
the dividend +3.8%.

GSK:  Slight beat on EPS and revenue; adjusted 2026 EPS growth down 
on higher research and development spending.  Management recom-
mending +6% dividend raise.

Verizon Communications: Raised the dividend by +2.5%; missed on 
EPS, but beat on revenue; strong postpaid phone growth; guided 2026 
expectations above historical trend; announced plan to repurchase 
$25 billion of stock over the next three years.

LAGGARDS ◊	

Paychex: Beat on EPS and revenue; next quarter revenue and margin 
guidance were below expectations; continuing to reduce leverage after 
recent merger.  Continuing controversy over benefits and risks of AI to 
Paychex’s business.

Bank of America: Reported in line EPS but had a slight miss on 
revenue; loan growth and net interest income (NII) expansion drove 
net interest margin (NIM) expansion; management guided to higher 
expense growth which should put earnings towards the bottom of 
guidance range.  Credit metrics remain healthy.

Medtronic: Beat on EPS and sales, but management warned that certain 
transient costs (tariffs, product launches, refinancing) may not be fully 
reflected in near-term consensus estimates.

Old Republic: Raised the dividend by +8.6%; net operating EPS missed 
expectations on higher claims, but beat on revenue; investment 
income rose on higher interest rates and a larger portfolio; commercial 
auto insurance loss trend weighing on the stock.

GAP: Raised the dividend by +6%; slight miss on EPS and revenue. 
GAP’s revamp continues to produce good results and management 
guidance for the coming year was roughly as expected.

INCOME- EQUIT Y (without MLPs) 

LEADERS ◊	

ConocoPhillips: Beat EPS expectations on in line revenues. Capex 
guidance was reduced and, combined with high current oil prices, our 
research suggests the company could add about $7 billion of incremen-
tal free cash flow. War in Iran pushed up oil prices and spiked investor 
interest in this exploration and production company.

Phillips 66: Raised the dividend by +5.8%; major beat on EPS and rev-
enues; refinery crack spreads remain strong, but midstream was weaker. 
PSX to use 50% of its cash flow from operations to reduce debt in 2026.  
War in Iran pushed up oil prices and spiked investor interest in Phillips 66.

Canadian Natural Resources: Raised the dividend by +6.4%; beat on EPS 
and production; guided 2026 ahead of expectations.  War in Iran pushed 
up oil prices and spiked investor interest in this Canadian oil producer.

Johnson & Johnson: Slight positive surprise on EPS and revenue with 
solid underlying organic revenue growth. Upside was broad-based, 
driven by both the pharma and medtech segments.

Gilead Sciences: Raised the dividend by +3.8%; healthy beat on 
top- and bottom-line results with strong momentum in demand for 
Biktarvy and Yeztugo. Several positive drug pipeline updates. Raised 
the dividend +3.8%.

LAGGARDS ◊	

Paychex: Beat on EPS and revenue; next quarter revenue and margin 
guidance were below expectations; continuing to reduce leverage after 
recent merger.  Continuing controversy over benefits and risks of AI to 
Paychex’s business.

Bank of America: Reported in line EPS but had a slight miss on 
revenue; loan growth and net interest income (NII) expansion drove 
net interest margin (NIM) expansion; management guided to higher 
expense growth which should put earnings towards the bottom of 
guidance range.  Credit metrics remain healthy.

Medtronic: Beat on EPS and sales, but management warned that certain 
transient costs (tariffs, product launches, refinancing) may not be fully 
reflected in near-term consensus estimates.

Old Republic: Raised the dividend by +8.6%; net operating EPS missed 
expectations on higher claims, but beat on revenue; investment 
income rose on higher interest rates and a larger portfolio; commercial 
auto insurance loss trend weighing on the stock.

GAP: Raised the dividend by +6%; slight miss on EPS and revenue. 
GAP’s revamp continues to produce good results and management 
guidance for the coming year was roughly as expected.




