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Overview
Before adding a "Dividend Track Record" scoring factor to Dividend Radar, we needed to answer two questions:
1. Cut tolerance: How much of a year-over-year dividend decrease should we ignore as normal noise before calling it a "cut"?
1. Age fairness: How do we prevent a brand-new fund with a short perfect record from scoring the same as a veteran that survived decades of market cycles?
We ran data-driven analyses across 174 tickers (CEFs, BDCs, REITs, income ETFs, and traditional dividend stocks) to answer each question. This document presents the problem, methodology, results, and rationale for each decision.


Analysis 1: Cut Tolerance Calibration
Problem
A "dividend cut" needs a precise quantitative definition. If a fund paid $2.98 one year and $2.85 the next (−4.4%), is that a real cut or normal payout variability?
This distinction is critical for income-oriented securities. CEFs, BDCs, REITs, and income ETFs commonly have small year-over-year fluctuations due to:
1. Timing shifts in ex-dividend dates across calendar year boundaries
1. Return-of-capital distribution adjustments
1. FX-driven fluctuations for international ADRs (e.g., BTI)
1. Distribution smoothing policies in closed-end funds
A tolerance that is too tight would flag this normal variability as "cuts," penalizing quality income securities. Too loose and genuine deterioration goes undetected.
Methodology
We fetched complete dividend history for all 174 tickers via the yfinance API (yf.Ticker(ticker).dividends). For each ticker, we summed all dividend payments within each calendar year to get one annual total per year, then calculated the no-cut streak at four tolerance levels: 5%, 10%, 15%, and 20%.
The no-cut streak counts consecutive years (working backward from the most recent complete year) where the annual dividend total did not decrease by more than the tolerance percentage.
Example: If a fund paid $3.00 in 2022, $3.10 in 2023, and $2.60 in 2024, the 2024 drop is −13.3%. At 10% tolerance that counts as a cut (13.3% > 10%), so the streak would be 0 — the most recent year was a cut. At 15% tolerance, it would not count as a cut (13.3% < 15%), so the streak would continue.
Results: Score Distribution
Each ticker's no-cut streak (in years) is converted to a rank score: a streak of 0 years scores 0.0, 1–2 years scores 0.3, 3–6 years scores 0.7, and 7+ years scores 1.0. The table below shows how many of the 158 tickers fall into each rank at each tolerance level:
	Rank (streak)
	5% tol
	10% tol
	15% tol
	20% tol

	0.0 — 0yr streak
	20 (12.7%)
	16 (10.1%)
	9 (5.7%)
	4 (2.5%)

	0.3 — 1–2yr streak
	54 (34.2%)
	44 (27.8%)
	44 (27.8%)
	43 (27.2%)

	0.7 — 3–6yr streak
	40 (25.3%)
	42 (26.6%)
	43 (27.2%)
	41 (25.9%)

	1.0 — 7+yr streak
	44 (27.8%)
	56 (35.4%)
	62 (39.2%)
	70 (44.3%)


Results: Notable Ticker Behavior
The table below shows how the no-cut streak changes for well-known securities at each tolerance level. The "History" column shows total years of dividend data available; the streak columns show how many consecutive recent years had no cut at that tolerance:
	Ticker
	Type
	History
	5% streak
	10% streak
	15% streak
	20% streak

	O
	REIT
	32
	1
	29
	29
	29

	BTI
	Stock
	39
	2
	27
	27
	27

	SCHD
	ETF
	15
	14
	14
	14
	14

	ARCC
	BDC
	22
	16
	16
	21
	21

	XYLD
	ETF
	13
	0
	0
	2
	2

	JEPI
	ETF
	6
	1
	2
	2
	2

	SGOV
	Bond
	6
	0
	0
	0
	4



	Key Finding
At 5% tolerance, Realty Income (O) — a Dividend Aristocrat with 32 years of history — drops from a 29-year streak to just 1 year because of a minor ~6–8% payout fluctuation common in REITs. BTI drops from 27 to 2 due to FX-driven ADR fluctuations. These are false positives that would undermine scoring credibility.


Decision
10% tolerance selected. A dividend decrease of up to 10% is treated as normal variability; decreases greater than 10% break the streak.
1. Fixes false positives on quality REITs (O) and international stocks (BTI)
1. Bond ETFs (SGOV, JAAA) still correctly score 0.0 — their fluctuations exceed 10%
1. 15% and 20% are too forgiving — XYLD escapes penalty at 15%, masking genuine structural issues
1. For income investors, a 12% annual payout decline is noticeable and should be flagged


Analysis 2: Age-Fairness Calibration
Problem
A fund that is 3 years old with zero dividend cuts has proven nothing — it simply has not faced a major downturn. A 10-year fund with one cut 6 years ago survived COVID, rising interest rates, and multiple market corrections. Yet with a simple streak-based scoring system, the 3-year fund could score the same or higher than the battle-tested veteran.
This is particularly relevant for the Dividend Radar universe, which contains many newer ETFs (SPYI, JEPQ, QQQI launched 2022–2024) alongside established blue chips (JNJ since 1962, KO since 1962, PEP since 1972).
Approaches Compared
We evaluated four approaches, all using the 10% tolerance from Analysis 1:
	Approach
	Method
	Logic

	A: Original
	Pure streak thresholds
	Funds <2yr get neutral 0.5; rest scored on streak length alone

	B: Ratio
	Streak ÷ fund age
	Score = what % of fund's life had no cuts

	C: Age-Weighted
	Streak score × age multiplier
	Young funds get dampened (3–5yr: 0.7×, 6–10yr: 0.85×)

	D: Raise Min
	Same as A, but min 3yr
	Funds <3yr get neutral 0.5; rest scored on streak


Results: Key Fairness Examples
The table below shows the rank score (0.0 to 1.0) each approach assigns. "History" is total years of dividend data; "streak" is the no-cut streak at 10% tolerance. Values highlighted in red indicate where an approach produces a questionable result:
	Ticker
	Context
	A
	B
	C
	D

	SPYI
	3yr history, 3yr streak (no cuts)
	0.7
	1.0
	0.7
	0.7

	JEPQ
	4yr history, 3yr streak (no cuts)
	0.7
	1.0
	0.7
	0.7

	SCHD
	15yr history, 14yr streak
	1.0
	1.0
	1.0
	1.0

	O
	32yr history, 29yr streak
	1.0
	1.0
	1.0
	1.0

	JNJ
	64yr history, 63yr streak
	1.0
	1.0
	1.0
	1.0

	MO
	64yr history, 16yr streak
	1.0
	0.3
	1.0
	1.0

	KO
	64yr history, 23yr streak
	1.0
	0.7
	1.0
	1.0

	MAIN
	19yr history, 5yr streak
	0.7
	0.3
	0.7
	0.7

	XYLD
	13yr history, 0yr streak (recent cut)
	0.0
	0.0
	0.0
	0.0



	Key Finding
Approach B (Ratio) has a fatal flaw: it penalizes blue chips. Altria (MO) with 64 years of history and a 16-year current streak gets rank 0.3 because 16/63 = 25%. Coca-Cola gets 0.7. Meanwhile, SPYI with just 3 years of data gets a perfect 1.0 — the exact opposite of the intended outcome.


Results: Fairness Gap
We split the 158 tickers into two groups based on dividend history length and compared the average Track Record rank score each approach assigns. A positive gap means mature funds score higher (desirable); a negative gap means young funds outscore mature ones (undesirable):
	Approach
	Young avg
	Mature avg
	Gap

	A: Original
	0.39
	0.78
	+0.39

	B: Ratio
	0.68
	0.61
	−0.07

	C: Age-Weighted
	0.45
	0.78
	+0.33

	D: Raise min 3yr
	0.45
	0.78
	+0.33


Approach B inverts the gap — young funds average higher than mature funds. This happens because a 3-year fund with a 3-year streak has a 100% ratio, while a 64-year fund with a 16-year streak has only a 25% ratio. The ratio punishes funds for being old, which is the opposite of what we want.
Approaches C and D produce identical results for every notable ticker. The dampening multiplier in C gets rounded away when snapping to rank tiers. Since D achieves the same outcome with simpler logic, there is no benefit to the added complexity.
Decision
Approach D (Raise minimum to 3 years) selected.
1. Funds with <3 years of history get neutral 0.5 (not scored — unproven)
1. Funds with 3+ years scored purely on no-cut streak length
1. Blue chips retain their deserved high scores
1. No complex ratio math or dampening multipliers


Final Parameters
Based on the two analyses above, the Dividend Track Record factor will use the following configuration:
	Parameter
	Value
	Rationale

	Cut tolerance
	10%
	YoY dividend decreases up to 10% are ignored as noise; >10% breaks the streak (Analysis 1)

	Min. history
	3 years
	Funds with <3 years of dividend data get a neutral 0.5 score — too new to judge (Analysis 2)

	Bond ETF exclusion
	9 tickers
	SGOV, JAAA, PAAA, ICSH, AGG, BND, HYG, JNK, USHY — payouts driven by interest rates, not management decisions


Scoring Thresholds
The no-cut streak (consecutive years without a dividend decrease >10%) is converted to a rank score between 0.0 and 1.0 using these thresholds:
	No-Cut Streak
	Rank
	Rationale

	No data / <3yr / bond ETF
	0.5
	Neutral — unproven or not applicable

	0 years (recent cut)
	0.0
	Red flag for income investors

	1–2 years
	0.3
	Short track record, limited proof

	3–6 years
	0.7
	Solid — survived some market volatility

	7+ years
	1.0
	Proven through full market cycles including recessions



	This analysis is for internal engineering use. All scoring parameters are subject to periodic review as market conditions and the product's security universe evolve.
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