
During the second quarter of 2017, the total return for the Zacks 
Yield Hog Index was 2.43% comparing with 2.08% for the Dow 
Jones U.S. Select Dividend Index. The Zacks Yield Hog strategy is 
the first yield-oriented index to combine equities, preferred stocks, 
ADRs, REITs, master limited partnerships, and closed-end funds. 
The objective of the Index is to achieve risk-rewarded returns by 
selecting a diversified group of stocks with the potential to deliver 
high yield. Return of the six sleeves of the Index is summarized in 
the following table.

 Average Weight (%) Total Return (%)

ADR 10.4 6.82

Closed-End Fund 10.18 4.3

Common Stock 49.58 2.85

MLP 9.39 -8.82

PFD 10.26 4.75

REIT 10.18 -0.49

Source: Bloomberg

The U.S. Stock Market
The U.S. Stock market posted solid gains in the second quarter. 
The S&P 500 Index gained 3.09% while the Nasdaq 100 Index rose 
4.19%. Size-wise, large cap stocks outperform small cap stocks. The 
S&P 400 Midcap Index returned 1.97% and the S&P 600 Small Cap 
Index posted a 1.71% total return. As of 06/30/2017, the Zacks Yield 
Hog Index distributed 47.28% of its weight to large-cap securities, 
34.52% to mid-cap securities, and 18.19% to small-cap securities.
At the sector level - Healthcare, Industrials, and Financials 
reported strong performance, while the Consumers, Energy and 

Telecommunication sectors relatively underperformed. Market 
volatility, as measured by the VIX Index, decreased to historically 
low levels. As of 06/30/2017, the largest sector weights for the Zacks 
Yield Hog Index was 35.50% in Financials, 12.64% in Consumer 
Discretionary, and 11.17 in Energy.

Global Stock Market
Developed markets as measured by EAFE increased 6.12%, while 
Emerging Markets gained 6.27% in the second quarter. The mixed 
effect of a weakening dollar and improved global economic data 
resulted in robust global stock market returns. China was the 
strongest performer while Russia was the weakest. The ADR sleeve 
of the Zacks Yield Hog Index reported a total return of 6.82% 
comparing with the S&P ADR Total Return Index that returned 
3.72%. The Yield Hog results were likely enhanced by the selection 
process that utilizes 9-month momentum, payout ratio, as well as 
the proprietary Zacks Indicator. The momentum factor captured the 
upward trend of the global stock market (beginning in December 
of the prior year) while a relatively low payout ratio maintained 
sustainability of the portfolio. Lastly, the proprietary Zacks Indicator 
provided a market sentiment filter for the strategy. The outlook for 
the global market is generally positive despite political uncertainty 
such as Brexit and the Trump Presidency.

Energy Recession?
The MLP industry is increasingly becoming more correlated with oil 
prices. Crude had been stabilizing between $40 and $55 for more 
than a year. During the second quarter of 2017, crude dropped from 
$51 to $46; still within the range of expectation. Meanwhile, the 
Energy Select Sector Total Return Index fell 6.60%. Drillers remained 

Q2 Commentary as of 6/30/2017Zacks Yield Hog Index (ZAXYH) C0mmentary

Zacks
INDEX  

SERVICES
A Division of ZAcks

investment mAnAgement



Zacks Yield Hog Index (ZAXYH) C0mmentary
Q2 Commentary as of 6/30/2017

Zacks
INDEX  

SERVICES
A Division of ZAcks

investment mAnAgement

optimistic as rig count reductions are nearly completed. U.S. oil 
producers are increasing production while the OPEC is curbing 
global oil production. A disconnection between the intrinsic value 
of the MLP stocks and gloomy price movements might create a good 
entering point for long-term value investors.

REITs Market Outlook
The U.S. House Price Index has recovered to the pre-crisis level. The 
U.S. REITs market turned positive in the second quarter of 2017. The 
MSCI U.S. REITs Index increased 1.65% during the second quarter. 
A booming housing market combined with decreasing inflation 
expectations and lower, long-term rates contributed to the improved 
results. However, the U.S. REITs market still underperformed the 
stock market due to the fact that the rally was mainly large-cap in 
nature. Most of the REITs sit in the small to mid-cap category. Also, 
growth stocks outperformed value stock in the second quarter. REITs 
typically tend to be more value oriented, contributing to the mixed 
results of the quarter.

Highlight of ZAXYH of 2017 2Q
• Consistent high dividend distribution. Dividend yield is 5.22% 

compared with DVY of 3.67%
• Attractive valuation matrix. P/E, P/B and P/C ratios are 

significantly lower than relative benchmark
• Beta is 1.02, slightly higher than DVY with momentum factor 

involved in ADRs, MLPs and REITs sleeves
• More diversified allocation across different asset classes and 

different sectors. The most concentrated sector is Financials with 
23% compared with DVY with about 30% in Utility stocks
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Index  ZAXYH DJDVY Difference 

Dividend Yield 5.22 3.67 1.54
Price to Earnings Ratio (P/E) 14.95 19.39 -4.44
Price to Cash Flow Ratio (P/CF) 7.28 9.34 -2.06
Price to Book Ratio (P/B) 2.05 2.60 -0.55
Total Debt to Common Equity 186.05 115.11 70.94
Current Ratio 1.33 1.18 0.15
Beta 1.02 0.89 0.13
ROA 2.09 2.50 -0.42
ROC 5.71 7.77 -2.07
ROE 11.65 9.14 2.50

   % AVERAGE WEIGHT CONTRIBUTION TO RETURN (%) TOTAL RETURN (%)

  Port    Bench   +/- Port  Bench +/- Port Bench +/-

       2.31 2.08 0.23
Residuals       0.00 0.27 -0.26
Holdings 100.00 100.00 0.00 2.31 1.82 0.49 2.31 1.82 0.49

Consumer Discretionary 12.38 15.67 -3.30 0.55 0.56 -0.01 4.48 3.64 0.84
Consumer Staples 2.48 8.67 -6.19 -0.07 0.22 -0.29 -2.94 2.57 -5.5
Energy 11.72 8.76 2.97 -0.93 -0.50 -0.43 -6.97 -5.30 -1.67
Financials 23.17 13.83 9.33 1.39 0.04 1.35 6.05 0.37 5.68
Funds 9.92 0.00 9.92 0.42  0.42 4.23  4.23
Health Care 3.19 2.62 0.57 0.44 -0.02 0.45 12.98 -0.49 13.47
Industrials 5.56 10.60 -5.05 0.05 0.52 -0.47 1.27 4.97 -3.69
Information Technology 9.11 1.71 7.39 0.40 -0.21 0.61 4.31 -12.07 16.38
Materials 5.25 6.31 -1.06 0.13 0.47 -0.33 2.82 7.61 -4.79
Real Estate 6.09 0.00 6.09 0.02  0.02 0.00  0.00
Telecommunication Services 2.64 2.18 0.46 -0.33 -0.05 -0.29 -11.69 -2.36 -9.33
Utilities 8.49 29.64 -21.15 0.24 0.77 -0.53 2.33 2.59 -0.26

Zacks Yield Hog Index Characteristics
 as of 6/30/2017

Zacks Yield Hog Index Sector Attribution 
as of 6/30/2017
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DISCLOSURE

Past performance is no guarantee of future results. Inherent in any investment is the potential for loss.

This material is being provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax advice, or a 

recommendation to buy, sell or hold a security. No recommendation or advice is being given as to whether any investment or strategy is suitable for a 

particular investor. It should not be assumed that any investments in securities, companies, sectors or markets identified and described were or will be 

profitable. All information is current as of the date of herein and is subject to change without notice. Any views or opinions expressed may not reflect 

those of the firm as a whole.

Dow Jones U.S. Select Dividend Index: The selection of stocks to the Dow Jones U.S. Select Dividend Index is based almost entirely on dividend yield and 

dividend history. Stocks are also required to have an annual average daily dollar trading volume of more than $1.5 million. These criteria help to ensure 

that the index represents the most widely traded of the market’s highest-yielding stocks. This is a total return index. The volatility of the benchmark may 

be materially different from the individual performance obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest 

directly in an index.

NASDAQ-100 Index: The NASDAQ-100 Index is a modified capitalization-weighted index of the 100 largest and most active non-financial domestic and 

international issues listed on the NASDAQ. No security can have more than a 24% weighting. The index was developed with a base value of 125 as of 

February 1, 1985. Prior to December 21, 1998 the Nasdaq 100 was a cap-weighted index. The volatility of the benchmark may be materially different 

from the individual performance obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest directly in an index.

S&P 500 Index: Standard and Poor’s 500 Index is a capitalization-weighted index of 500 stocks. The index is designed to measure performance of the 

broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries. The index was developed with 

a base level of 10 for the 1941-43 base period. The volatility of the benchmark may be materially different from the individual performance obtained by 

a specific investor. Index does not reflect advisory fees. An investor cannot invest directly in an index.

S&P 400 Midcap Index: Standard and Poor’s Midcap 400 Index is a capitalization-weighted index which measures the performance of the mid-range 

sector of the U.S. stock market. The index was developed with a base level of 100 as of December 31, 1990. The volatility of the benchmark may be 

materially different from the individual performance obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest directly 

in an index.

S&P 600 Smallcap Index: The Standard & Poor’s Smallcap 600 Index is a capitalization-weighted index that measures the performance of selected U.S. 

stocks with a small market capitalization. The index was developed with a base value of 100 as of December31, 1993. The volatility of the benchmark 

may be materially different from the individual performance obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest 

directly in an index.

MSCI EAFE Index: The MSCI EAFE Index is a free-float weighted equity index. The index was developed with a base value of 100 as of December 31, 

1969. The MSCI EAFE region covers DM countries in Europe, Australasia, Israel, and the Far East. The volatility of the benchmark may be materially 

different from the individual performance obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest directly in an 

index.
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DISCLOSURE (continued)

MSCI EM Index: The MSCI EM (Emerging Markets) Index is a free-float weighted equity index that captures large and mid-cap representation across Emerging 

Markets (EM) countries. The index covers approximately 85% of the free float-adjusted market capitalization in each country. The volatility of the benchmark may 

be materially different from the individual performance obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest directly 

in an index. The volatility of the benchmark may be materially different from the individual performance obtained by a specific investor. Index does not reflect 

advisory fees. An investor cannot invest directly in an index.

Energy Select Sector TR Index: All components of the S&P 500® are assigned to one of nine Select Sector Indices, which track major economic segments and are 

highly liquid sector benchmarks. Membership within each Select Sector is aligned with the Global Industry Classification Standard (GICS®), and the Technology 

Select Sector combines GICS IT and Telecommunications sectors. The volatility of the benchmark may be materially different from the individual performance 

obtained by a specific investor. Index does not reflect advisory fees. An investor cannot invest directly in an index.

MSCI US REIT INDEX: The MSCI US REIT Index is a price-only index, which MSCI began calculating on June 20, 2005. Previously, this index (then known as the 

Morgan Stanley REIT Index) was calculated and maintained by the AMEX. The AMEX began calculating the index with a base level of 200, as of December 30, 

1994. The volatility of the benchmark may be materially different from the individual performance obtained by a specific investor. Index does not reflect advisory 

fees. An investor cannot invest directly in an index.
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