
What are BSD Scores? 

BSD (Big, Safe Dividend) scores provide insight into the stability and growth potential of a stock’s 

dividend. The score – from 0 to 100, with 100 being the highest – is computed using the following 10 

factors: 

 

Payout ratio. You knew this would be included in the advanced formula. And it carries the greatest 

weighting at 30 percent of the total model. This metric can be obtained from company financials, 

Value Line, or Yahoo Finance (finance.yahoo.com) (30 percent weighting). 

 

Interest coverage.  Companies with lots of debt may struggle to pay the dividend if business 

conditions deteriorate. A company can’t get rid of interest payments on its debt (unless it repays the 

debt or goes bust). A company can get rid of the dividend. Interest coverage measures how well the 

company’s profits cover its interest payments. This metric can be obtained via company financial 

statements or Value Line (10 percent weighting). 

 

Cash flow to net income. We’ve talked a lot about profits as being the primary funding source of 

dividends. And that’s true, to a point. But profits that are profits only on paper—that is, profits that 

are a figment of accounting magic—won’t pay the dividend. You need actual cash to pay the 

dividend. Cash flow is calculated by adding noncash charges (such as depreciation) to net income 

after taxes. Cash flow to net income shows the relationship of cash to profits. This metric can be 

found on a company’s financial statements, Value Line, or Yahoo Finance (5 percent weighting). 

 

Dividend yield. I did include dividend yield in the Advanced BSD Formula, giving weight to stocks 

with higher yields. However, the weighting of this metric is only 5 percent of the total. A stock’s 

dividend yield can be obtained online at a number of finance sites (such as Yahoo!Finance) or in 

Barron’s each week (5 percent weighting). 

 

Six-month relative strength. This metric measures the stock’s relative price performance over the 

last six months. You may wonder why I included a stock-performance metric in this formula. Stock 

price movements are anticipatory. Stocks tend to crater prior to dividend cuts or omissions. 

Admittedly, this metric is not easily found, but you can get a decent proxy for a stock’s relative 

strength by looking at its 12-month price performance relative to the S&P 500 Index. You can find 

this comparison in the “Key Statistics” part of a stock’s profile at Yahoo!Finance. Just enter the ticker 

and click the link to “Key Statistics” on the left-hand side of the page (10 percent weighting). 

 



Tangible change in one-year book value. This metric is a mouthful but really is quite simple. A 

company’s book value is a quick (albeit imperfect) proxy for a company’s intrinsic value. A “tangible” 

change in book value provides a nice check on a company’s balance-sheet quality. Is the book value 

increasing due to an increase in intangibles? (Intangibles are those touchy-feely things, like goodwill, 

that are truly hard to value accurately and could artificially inflate a company’s book value.) Or is 

book value increasing because of growth in retained earnings and other measures relevant to 

dividend safety? This metric can be computed from company financial statements, which are 

available at most company web sites or the SEC’s web site (www.sec.gov) (10 percent weighting). 

 

Long-term expected profit growth. Obviously, the company’s ability to increase the dividend over 

time depends in large part on its ability to increase profits. This metric looks at expected profit 

growth over the next five years, based on the earnings estimates of Wall Street analysts who follow 

the company. Is this a perfect measure? No. But it is a reasonable way to get some reading on a 

firm’s future profit growth. Value Line provides its version of a long-term expected profit growth. 

Yahoo!Finance also provides a long-term expected profit growth rate. (10 percent weighting) 

 

Three-year cash-flow growth. This is a backward-looking metric to see how successful the company 

has been in increasing cash flow. Of course, past is not always prologue, which is why I only give this 

metric a 5 percent weighting. Still, there is something to be said for companies that have a record of 

boosting cash flows on a regular basis. You can obtain this metric from the company’s financial 

statements or Value Line (5 percent weighting). 

 

Three-year dividend growth. Just because a company has boosted its dividend regularly doesn’t 

mean it will do so in the future. Still, companies that have a bent toward raising their dividend on a 

regular basis will likely try to do so barring a catastrophe. This metric can be obtained from company 

financial statements or Value Line (10 percent weighting). 

 

Three-year earnings growth. Another backward-looking metric that provides some idea of how 

successful the company has been in boosting earnings. Again, past performance is not necessarily 

indicative of future results. Still, I would much prefer betting on a company with a history of 

boosting earnings than one that does not (5 percent weighting). 

Ideally, you should focus on stocks with BSD scores of 80 and above and Overall Quadrix scores of at 

least 75. 


