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At Miller/Howard, we are big believers in the benefits of high dividend paying stocks.

Recently, we were offered yet another example of the power of compounding dividends. We added Old Republic
International Corp. (ORI) stock to our Income-Equity Strategies in January 2018 at around $20 per share. Old
Republic, a specialty insurance company, was exiting the mortgage insurance business and had put it into “runoff.’
The specialty insurance business was doing well, and as the mortgage insurance business wound down and
released excess capital, ORI committed to pay that excess capital out to shareholders as special dividends—this is
in addition to its regular, quarterly payouts from the ongoing businesses. Over the years, ORI's businesses did well,
and it continued to pay and raise its regular dividend. As capital was released from the “runoff” business, it also paid
four special dividends.

Looking only at the return from the price appreciation, Old Republic did a little better than the Russell 1000
Value Index (R1000V). From when we purchased it until the end of the first quarter of 2023, ORI's annualized
price-only return was +5.8%, while R1000V'’s annualized price only return was +4.8%. Good outperformance,
but not too remarkable.
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Dividends Make A Difference

As we described, Old Republic pays a substantial regular dividend in addition to recent special dividends. When looking
at the returns of both ORI and R1000V, including both price and regular dividends (but not the special dividends), ORI

has clearly outperformed R1000V, +11.8% to +8.2%, respectively, over this period. A higher dividend yield, along with

the power of compounding from reinvesting that higher dividend resulted in significant outperformance and added to
wealth creation for shareholders.
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However, there’s more: Remember when we mentioned that in addition to regular quarterly dividends, ORI paid
special dividends as a way to return excess capital to shareholders? When those special dividends are included, ORI’s
total return is even more impressive. Despite a price-only return just a little more than the benchmark, the higher
quarterly dividend along with the four special dividends over this period resulted in ORI’s annualized total return
(price appreciation, plus reinvested regular dividends, plus reinvested special dividends) of +18.1%, which was +982
basis points higher, or over double, the annualized total return of R1000V.
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Clearly, compounding income—from all of the regular dividends and specials paid by ORI—had a material impact
on its shareholders’ return. Of course, ORI’s dividend compounding story is not unique; compounding’s magic hap-
pens to any stock with steady income, but the larger the income stream, the faster the compounding, and the more
wealth created.

Perhaps the best part of compounding is that the power of compounding doesn’t depend on being able to forecast
earnings, or economic conditions, or interest rates, or politics, it just takes income, time, and mathematics.

John E Leslie lll, CFA
| Portfolio Manager
) Miller/Howard Investments

DISCLOSURE
INVESTMENT PRODUCTS: ARE NOT FDIC INSURED - MAY LOSE VALUE - ARE NOT BANK 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. Nothing stated herein,
including the mention of specific company names, should be construed as a recommendation to buy, hold, or sell any
security, sector, or MLPs in general. All investments carry a certain degree of risk, including possible loss of principal. It is
important to note that there are risks inherent in any investment and there can be no assurance that any asset class will
provide positive performance over any period of time. The material may also contain forward-looking statements that
involve risk and uncertainty, and there is no guarantee they will come to pass.

Common stocks do not assure dividend payments. Dividends are paid only when declared by an issuer’s board of direc-
tors, 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 information above is from sources deemed to be reliable and is provided strictly for the convenience of our investors
and their advisors. These materials are solely informational. Legal, accounting and tax restrictions, transaction costs, and
changes to any assumptions may significantly affect the economics of any transaction.

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 ad-
visors, at both the outset of any transaction and on an ongoing basis, to determine such appropriateness. Any investment
returns — past, hypothetical, or otherwise — are not indicative of future performance.

Investment Decisions: Do not use this report as the sole basis for investment decisions. Do not select an allocation, invest-
ment discipline, or investment manager based on performance alone. Consider, in addition to performance results, other
relevant information about each investment manager, as well as matters such as your investment objectives, risk toler-
ance, and investment time horizon.

Past performance does not guarantee future results.

© 2023 Miller/Howard Investments.

MILLER/HOWARD INVESTMENTS | 10 DIXON AVE WOODSTOCK NY 12498 | (845) 679-9166 | MHINVEST.COM

A Case Study on Compounding: Old Republic’s Dividend Story—Wednesday, June 14, 2023 page 3 of 3



