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equipment, its revenue still relies on a lot of basic
hospital products, such as safety needles and
syringes. So it should be able to pass along price in-
creases. “There would be a lot less pushback on
Becton taking some pricing than, say, a medical-
device company selling more-expensive products,”
says Prashant Inamdar, an analyst and portfolio
manager at Westwood Holdings Group. These prod-
ucts are relatively inexpensive but are still critical
equipment that isn’t commoditized.

Late last year, the company raised its quarterly
dividend by 11%. More increases are expected. “We
remain committed to increasing the dividend,” the
company’s chief financial officer, Chris Reidy, said
when the C.R. Bard acquisition was announced. 

CME Group
Higher inflation will probably help Chicago-based
CME, which operates exchanges for derivatives, no-
tably futures and options. That’s because its prod-
ucts are prime financial hedging tools.

“As rates start to go up, the ability for investors
to hedge on either side of the yield curve is a bene-
fit for CME,” says Michael Barclay, a portfolio man-
ager of the Columbia Dividend Income fund. Last
year, about half of CME’s daily volume for contracts
came from interest-rate products, followed by equi-
ties (20%) and energy (16%). 

“Volatility is their friend, whether it’s from rates
or commodities,” Barclay adds. Or, for that matter, equi-
ties, agricultural commodities, foreign exchange, or pre-
cious metals—all of which CME offers exposure to via its
futures and options.

Analysts expect the company to earn $1.6 billion, or
$4.84 a share, on $3.7 billion in revenue. Earnings per
share are forecast to reach $5.26 this year, up 7% from
$4.53 in 2016, with a nearly 10% boost next year, to $5.26
a share. The shares trade at $117 and yield 2.3%.

In February, the company increased its annual dividend
by 10%, to $2.64 a share. The company has paid two special
dividends totaling $6.15 a share since early last year.

    Johnson & Johnson
With its 2.6% yield, this triple-A-rated health-care con-
glomerate is already an attractive option for income seek-
ers. And its diversified portfolio of businesses should allow
the company to keep its dividend growing faster than infla-
tion. Says Scott Davis, a portfolio manager and head of in-
come strategies at Columbia Threadneedle Investments:
“There’s nothing that says they can’t keep growing the div-
idend at 6% per annum over the next five years.”

Davis also notes that higher inflation can hurt stocks
with high price/earnings ratios, but Johnson & Johnson
trades at a market multiple of about 18.1 times the $7.10

that analysts expect it to post in
earnings this year. He calls it “rea-
sonably valued.”

J&J has an operating profit
margin of about 30%, and it should
generate a record $19.7 billion of
free cash flow this year, up sharply
from 2016. 

That should keep the dividend
growing comfortably, with plenty
left over to buy back shares.

J&J has a balanced portfolio of
assets to support its growth. Nearly
half of its $72 billion of revenue last
year came from pharmaceuticals,
35% was from medical devices and
diagnostics, and just over 18% was
driven by consumer products,
including baby shampoo, Motrin,
and Band-Aids.

Royal Dutch Shell
Integrated oil major Royal Dutch

Shell should do well if inflation increases to a moderate
level, say 3% or a little higher. In the meantime, it’s hold-
ing its own, having pulled back its capital expenditures due
to lower energy prices. 

The company is expected to earn $15.3 billion this
year—up more than threefold from last year—or $3.44 a
share, on revenue of nearly $300 billion. 

Jason Brady, a portfolio manager of the Thornburg
Investment Income Builder fund, says the firm would ben-
efit from “good inflation, which is basically driven by
tighter supply, demand for goods and services, and global
growth.” Real assets such as oil, real estate, or gold often
serve as a hedge against inflation.

Royal Dutch shares, which struggled in 2014 and 2015
after oil and gas prices collapsed, have rebounded some-
what, having gained over 10% in the past year. In its most
recent quarter, its American depositary receipts earned
92 cents a share, up from 43 cents a year earlier. At a
recent $54, they yield 5.9%.

Faced with much lower oil prices, the company has been
able to adapt, as the earnings results show. 

“What you’ve seen across the integrated oil names is
that this downturn was very difficult for them to stomach,”
says Matt Burdett, an associate portfolio manager of the
Thornburg Investment Income Builder fund. “You’ve seen
a real change in how they’re running their businesses to
be more efficient.”

That means lower capital expenditures, which for Royal
Dutch totaled about $22 billion last year, down from about
$32 billion in 2014, according to FactSet.

But even with lower oil prices, which were about $50 a
barrel recently, the company is on track to generate about
$45 billion of operating cash flow this calendar year, esti-
mates Burdett. That leaves plenty of cash to support the
dividend. 
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Company / Ticker Yield Price Val (bil) EPS P/E vs. ’17E Inflation-Protection Thesis

Atlantia / ATL.Italy 3.8% €25.67 $23.7 €1.43 17.9 10.3% Italian toll-road operator benefits from inflation-linked price increases.
Bank of America / BAC 1.3 $22.41 223.0 $1.82 12.3 42.0 Balance-sheet benefits are from higher rates.
Becton Dickinson / BDX* 1.5 189.23 43.0 9.45 20.0 9.8 Moderate price hikes likely to stick.
CME Group / CME 2.3 117.29 39.9 4.84 24.2 8.7 Futures and options trading could increase as rates rise.
Johnson & Johnson / JNJ 2.6 128.25 345.5 7.10 18.1 6.3 Diverse product portfolio should support dividend growth.
Royal Dutch Shell / RDS.A 5.9 54.41 225.0 3.46 15.7 0.0 Moderately higher inflation should help this oil giant.
E=Estimate *Fiscal year ends in September. Source: FactSet

Weekly closes on June 1 Source: Bloomberg

Inflation Insurance
Inflation seems like a distant prospect, but when it does arrive—and arrive it most certainly will—it could escalate quickly. These six stocks
should provide protection in that event, while also giving investors a generous dividend and other attributes.
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Mixed Messages
How the S&P 500 has performed versus the consumer price index over the past 50 years
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1. 9. Alphabet / GOOGL 4.05 62% 25% 11% 0%

2. 3. Apple / AAPL 4.04 61 29 6 2

3. 4. Amazon.com / AMZN 3.88 59 27 12 2

4. 2. Berkshire Hathaway / BRK.A 3.85 55 30 12 1

5. 14. Microsoft / MSFT 3.65 44 45 8 2

6. N.R. Costco Wholesale / COST 3.60 46 35 13 2

7. 1. Johnson & Johnson / JNJ 3.48 38 46 13 1

8. 10. Home Depot / HD 3.45 36 46 13 1

9. 7. 3M / MMM 3.43 33 51 13 0

10. 6. Walt Disney / DIS 3.39 38 40 16 2

11. N.R. United Parcel Service / UPS 3.24 32 46 15 3

12. 22. Visa / V 3.16 27 54 15 2

13. 8. Boeing / BA 3.11 28 48 19 2

14. N.R. Lowe’s / LOW 3.10 21 55 15 1

15. N.R. Netflix / NFLX 3.10 28 46 18 3

16. N.R. Charles Schwab / SCHW 3.08 27 46 18 3

17. 18. Mastercard / MA 3.07 22 56 15 2

18. 49. McDonald’s / MCD 3.06 20 60 17 0

19. N.R. BlackRock / BLK 3.04 26 49 17 4

20. 13. Honeywell International / HON 3.02 19 56 18 0

21. 20. Intel / INTC 3.02 20 59 15 2

22. 5. Nike / NKE 2.98 22 50 21 1

23. 28. PepsiCo / PEP 2.96 21 55 14 4

24. 11. Starbucks / SBUX 2.96 34 32 20 8

25. N.R. Colgate-Palmolive / CL 2.96 19 54 21 0

26. N.R. Adobe Systems / ADBE 2.92 19 52 21 1

27. N.R. Chubb / CB 2.89 20 49 25 0

28. 30. Cisco Systems / CSCO 2.83 18 56 19 4

29. N.R. PayPal Holdings / PYPL 2.80 17 48 24 1

30. 24. Amgen / AMGN 2.79 17 55 20 4

31. 15. Merck / MRK 2.78 18 52 25 2

32. N.R. Thermo Fisher Scientific / TMO 2.78 16 46 24 1

33. 19. United Technologies / UTX 2.77 15 54 24 1

34. N.R. Lockheed Martin / LMT 2.77 15 53 22 2

35. N.R. Caterpillar / CAT 2.75 17 51 20 4

36. 42. JPMorgan Chase / JPM 2.74 24 42 26 5

37. 27. Eli Lilly / LLY 2.73 12 56 22 1

38. 44. Celgene / CELG 2.72 16 50 20 4

39. 71. Facebook / FB 2.71 24 45 22 8

40. N.R. Abbott Laboratories / ABT 2.69 15 51 24 3

41. 29. Exxon Mobil / XOM 2.69 19 51 23 5

42. 25. Kraft Heinz / KHC 2.68 18 49 24 4

43. N.R. Biogen / BIIB 2.68 13 50 24 2

44. N.R. General Dynamics / GD 2.65 14 46 24 3

45. 35. Procter & Gamble / PG 2.65 20 46 28 4

46. N.R. Union Pacific / UNP 2.65 13 50 28 1

47. 26. Schlumberger / SLB 2.65 14 53 28 2

48. N.R. Du Pont / DD 2.64 11 55 28 0

49. 37. Medtronic / MDT 2.62 14 50 29 2

50. 51. Walgreens Boots Alliance / WBA 2.62 13 51 28 2

51. 17. Bristol-Myers Squibb / BMY 2.62 12% 53% 28% 1%

52. N.R. Danaher / DHR 2.61 13 44 29 1

53. N.R. Accenture / ACN 2.60 15 46 26 4

54. N.R. American Express / AXP 2.58 20 39 29 5

55. N.R. Texas Instruments / TXN 2.53 11 51 29 2

56. N.R. Priceline Group / PCLN 2.52 15 46 27 5

57. 36. Gilead Sciences / GILD 2.51 13 49 26 4

58. 21. CVS Health / CVS 2.50 13 47 32 2

59. 40. Pfizer / PFE 2.50 10 59 23 5

60. N.R. Salesforce.com / CRM 2.50 11 48 28 3

61. 48. U.S. Bancorp / USB 2.49 13 46 29 4

62. N.R. Nvidia / NVDA 2.47 11 46 30 2

63. N.R. American Tower / AMT 2.46 13 40 32 2

64. N.R. Dow Chemical / DOW 2.43 13 46 32 4

65. 55. AbbVie / ABBV 2.37 9 51 28 5

66. 34. Coca-Cola / KO 2.32 12 46 31 6

67. 57. Qualcomm / QCOM 2.29 8 46 33 4

68. 39. General Electric / GE 2.28 18 38 29 12

69. 52. Allergan / AGN 2.27 9 43 35 4

70. 56. Chevron / CVX 2.25 11 46 35 6

71. N.R. Mondelez International / MDLZ 2.20 7 46 33 5

72. N.R. Monsanto / MON 2.19 8 44 32 6

73. N.R. ConocoPhillips / COP 2.19 7 43 37 4

74. N.R. Goldman Sachs / GS 2.13 12 44 29 13

75. N.R. NextEra Energy / NEE 2.13 13 33 38 7

76. 58. Oracle / ORCL 2.12 6 49 32 8

77. N.R. Broadcom / AVGO 2.11 8 40 36 6

78. N.R. PNC Financial Services Group / PNC 2.08 12 34 35 9

79. 69. Wal-Mart Stores / WMT 2.05 10 40 40 8

80. N.R. EOG Resources / EOG 2.04 7 37 44 4

81. N.R. Duke Energy / DUK 1.97 6 38 40 6

82. 81. UnitedHealth Group / UNH 1.94 7 39 39 9

83. 63. IBM / IBM 1.93 13 33 38 13

84. N.R. MetLife / MET 1.90 5 37 38 8

85. N.R. Time Warner / TWX 1.83 9 33 38 13

86. 72. Verizon Communications / VZ 1.83 10 36 37 15

87. N.R. Simon Property Group / SPG 1.76 4 32 46 7

88. N.R. General Motors / GM 1.76 5 33 45 9

89. N.R. Twenty-First Century Fox / FOXA 1.73 4 38 33 14

90. N.R. Morgan Stanley / MS 1.61 4 38 35 17

91. 73. AT&T / T 1.53 6 31 38 19

92. N.R. Charter Communications / CHTR 1.50 4 31 40 17

93. 78. Comcast / CMCSA 1.49 8 29 38 21

94. 89. Citigroup / C 1.49 6 32 36 21

95. 91. Bank of America / BAC 1.46 7 30 38 22

96. N.R. Reynolds American / RAI 1.39 4 28 40 19

97. N.R. American International Group / AIG 1.36 4 28 40 19

98. 87. Altria Group / MO 1.15 6 27 31 32

99. 95. Philip Morris International / PM 0.98 4 26 34 34

100. 60. Wells Fargo / WFC 0.44 1 19 30 48
N.R.=Not ranked.

RANK Mean Highly Respect Don’t
2017 ’16 Company / Ticker Score Respect Respect Somewhat Respect

RANK Mean Highly Respect Don’t
2017 ’16 Company / Ticker Score Respect Respect Somewhat Respect

15 12 10 8 6 5

The Most Respected American Companies
Three tech leaders claimed top honors in this year’s exclusive ranking, representing a generational shift of sorts. Wells Fargo fell to last place after a scandal over fake customer accounts. The ranking is based on a 

survey of professional money managers, who say business ethics are playing a growing role in investment decision-making.
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