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Elevate Your  
Equity Income:
A Diversified Approach

“Do you know the only 
thing that gives me 
pleasure? It’s to see my 
dividends coming in.”
— JOHN D. ROCKEFELLER

Investors around the world have long shared 
Rockefeller’s sentiment when it comes to 
dividends. Who could blame them? Dividends  
have traditionally been viewed as providing a 
reliable, steady stream of income that companies 
generally seek to protect regardless of the 
business environment. However, as we saw in 
2020 during the height of the economic fallout of 
the COVID-19 pandemic, dividend payments can 
come under pressure.

Today, high valuations have reduced dividend 
yields to the point where millions of investors, 
many of whom are retirees, are faced with a stark 
choice — accept levels of income insufficient to 
meet current needs or face unacceptable levels of 
risk in sustaining a given level of income. Neither 
option may be palatable, yet many investors 
remain trapped in traditional dividend-focused 
investment strategies that leave them fully 
exposed to this tradeoff.

In this note, we outline an alternative approach 
to equity income investing that can provide 
a potential solution to this predicament. Our 
approach uses additional methods beyond the 
selection of high-dividend-paying stocks to
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generate income, helping investors gain a better 
balance between expected portfolio yields and 
risk. Before we get into the details of our strategy, 
let’s begin by taking a closer look at the risks 
inherent in the more traditionally managed equity 
income strategies. 

Variability of dividends

Unlike the coupon payments received from bonds, 
dividend payments are not fixed by contract nor 
are they guaranteed. Put another way, companies 
are not obliged to make these payments. While 
many companies endeavor to preserve and 
grow their dividends, there are scenarios where 
dividends may be reduced or even suspended 
altogether. Dividend yields are also affected by 
market movements; if markets appreciate, yields 
go down. Each of these risks contribute to the 
inherent variability in dividend yields.

This variability can create challenges for 
investment strategies that rely solely on dividends 
to generate desired levels of income. To meet 
income targets, managers may be forced to 
sell high-conviction positions in favor of riskier 
positions that can deliver the income they need. 
This in turn could harm the integrity of the 
portfolio and reduce the total return potential of 
the strategy, especially if managers are forced 
sellers during a drawdown. To protect total 
returns in the long run, we believe it is often 
better to deliver lower portfolio yields with lower 
levels of risk. Thankfully, there are other ways to 
compensate for lower yields that will not harm the 
integrity of the portfolio — we discuss these next.
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Delivering sustainable income from  
diversified sources

The Global Equity Enhanced Income (GEEI) approach 
differentiates itself from other dividend strategies by harvesting 
two diversifying sources of income. We combine the dividends 
from equities selected using our quantamental investment 
process with premiums from an actively managed systematic 
options overlay, together aiming to deliver a sustainable 
distribution yield typically in excess of 6% per year. The options 
overlay is dynamically managed to balance the required income 
with the preservation of upside, so as not to sacrifice upside 
when markets are accommodative.

Under normal market conditions, most of the income generated  
by GEEI will be from the dividends of the underlying stocks. 
However, at other times, the yield on the equity portfolio will 
be lower to reduce the risk of forced selling into an unfavorable 
market environment. In this type of low-dividend environment, 
volatility is often elevated, making the premiums from selling call 
options more attractive. These higher option premiums can be 
viewed as income, supplementing yield from the underlying equity 
portfolio while providing a buffer against equity market volatility.

Figure 1 illustrates this concept. The proportion of distribution 
yield from the dividends and option premiums varies over time 
with market conditions, with each source delivering yield to meet 
the required distributions.

FIGURE 1:
GLOBAL EQUITIES AVERAGE YIELD: ~2.5%
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GLOBAL EQUITIES ENHANCED INCOME AVERAGE YIELD: ~6.4%
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Source: Allspring. For illustrative purposes only.

Building a stable dividend income stream without 
sacrificing return

Our primary source of income is derived from a global equity 
portfolio that is supported by a proprietary, quantamental 
security selection process. The portfolio is designed to deliver 
significantly more dividend income than traditional equity 
benchmarks by selecting names that possess both high dividend 
yields and fundamentals that can sustainably support their 
dividend policies.

What does quantamental mean in practice? We use a quantitative 
model to assess thousands of companies and identify those that 
are attractively valued, deliver quality earnings, and have market 
support. We supplement this with fundamental analysis to build 
conviction in the names we want to buy.

Portfolio construction seeks to avoid the style biases and 
structural imbalances often seen in high-dividend strategies, 
which tend to result in portfolio-level imbalances in regional, 
sector, and factor exposures. Unlike typical dividend income 
strategies, we design the portfolio to provide income without 
sacrificing return. We may have an allocation of up to 10% to  
non-dividend-paying stocks as long as we are meeting the 
portfolio’s dividend income objective and maintaining the  
desired regional, sector, and factor exposures. Additionally, 
we may hold names that we expect will implement or reinstate 
a dividend policy that would benefit the portfolio prior to the 
official announcement or declaration of the policy.

The resulting portfolio holds 60 to 80 names, targets a dividend 
yield of 1.5% to 2.0% above its benchmark (the MSCI All 
Country World Index), and maintains a beta of approximately 
1 and benchmark-like regional and sector exposures. Figure 2 
highlights these attributes.



FIGURE 2: OUR PROCESS RESULTS IN WHAT WE BELIEVE TO BE A BALANCED PORTFOLIO
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1. This information is based on a representative account excluding cash within the Global Equity Income Composite. The representative account has been selected by meeting the following criteria: The account is 
in the Global Equity Income Composite and Allpring represents that the holdings, characteristics, and risk profile are representative of the strategy/style of the Global Equity Income Composite. Any changes to the 
representative account must be approved by Investment Analytics. Source: Allspring. Index source: FactSet.
2. The MSCI ACWI High Dividend Yield Index is shown for comparative purposes to reflect the strategy’s objective of delivering dividend income.
3. Source: Systematic Edge team. Index source: FactSet. Data presented as of December 2021.

The insights we’ve gained on the stocks in our portfolio provide 
conviction on the dividend-supporting fundamentals of each 
holding and give us confidence in forecasting each stock’s 
contribution to portfolio yield. This analysis is then fed back into 
the portfolio design process to ensure that any additional yield 
needed to meet the target can be achieved. 

Enhancing income with actively managed options

To further enhance the yield of the portfolio, we employ an 
actively managed options overlay. Income is generated by 
harvesting the premiums received from selling call options in 
exchange for sacrificing some future potential upside. The option 
overlay is dynamically managed to balance the required income 
with the preservation of upside return potential.

We sell index-level options to preserve the stock-specific upside 
within the portfolio. We believe the names in our portfolio are 
undervalued, and we want to harvest the potential appreciation 
benefits from stock selection. Furthermore, the mix of indexes that 
we sell options on closely replicates the aggregate exposures of 
our equity portfolio. The aim is for the equity portfolio and basket 
of options to track similar systemic risks, thereby maintaining a 
tight link between both legs of the portfolio.

The options strategy is dynamically managed so that we only sell 
enough options to generate the premium income required to 
meet the distribution target. When dividend income is lower, 

we seek to generate more option premium to make up the 
shortfall and provide investors with a stable, high level of income.

We use a proprietary enhanced systematic options process that 
provides the transparency and predictability of a systematic 
approach while actively selecting options that are, in our view, 
the most overpriced. Our options team has a long history of 
adding value using this process.  

Is it time to reconsider your equity income 
strategy?

We believe investors’ need for income is as important as it has 
ever been in today’s low-yield, high-valuation environment. 
Being flexible in how income is sourced is a vital component 
in meeting this need. By managing income dynamically from 
two sources — dividends from equities and premiums from 
selling options — we believe we can deliver a sustainable 
level of income that is typically in excess of 6% per year while 
maintaining significant upside participation.

The strategy we outlined in this note is one that we have 
pioneered and, as we’ve described, is differentiated from 
competing equity income strategies that rely on dividend income 
alone. Our strategy has generated a strong track record of 
delivering a sustainable income for our investors, and we have 
full conviction in our robust approach to navigate uncertain 
markets ahead.
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Strategy profile: Global Equity Enhanced Income

INVESTMENT OBJECTIVE AND APPROACH

• The strategy seeks to deliver sustainable income of at least 
6% distribution yield per annum and targets total return in 
line with the MSCI ACWI Index.*

Active stock selection
• We invest in a portfolio of carefully selected global stocks 

using a blend of quantitative tools and fundamental  
analysis to deliver attractive dividend yields.

• Our active stock selection seeks to avoid style biases  
and structural underweights often seen in high-dividend 
strategies. 

Enhanced systematic options
• An actively managed enhanced systematic options overlay 

seeks to deliver additional income by selling call options, 
exchanging some upside potential for immediate income.

• We sell call options on indexes with the aim of preserving 
stock-specific upside within the equity portfolio. 

Dynamically managed
• The two sources of income are dynamically managed to 

meet the distribution target, balancing the sources of 
income in a market-aware manner and respecting the  
objective of providing total return and income. 

Benchmark: MSCI All Country World Index
Inception date: August 1, 2020

STRATEGY RISKS

• Market risk: Securities may decline in value due to  
factors affecting securities markets generally, and  
equity securities generally have greater price volatility 
than debt securities.

• Smaller company security risk: Securities of companies 
with smaller market capitalizations tend to be more volatile 
and less liquid than securities of larger companies.

• Geographic concentration risk: Investments  
concentrated in specific geographic regions and  
markets may be subject to greater volatility due to  
economic downturns and other factors affecting the  
specific geographic regions.

• Global investment risk: Securities of certain jurisdictions 
may experience more rapid and extreme changes in value 
and may be affected by uncertainties such as international 
political developments, currency fluctuations, and other 
developments in the laws and regulations of countries in 
which an investment may be made.

• Derivatives risk: The use of derivatives presents risks  
different from, and possibly greater than, the risks  
associated with investing directly in traditional  
securities. The use of derivatives can lead to losses  
because of adverse movements in the price or value of  
the underlying asset, index, or rate, which may be  
magnified by certain features of the derivatives.

*A target is indicative only, not guaranteed, and does not take into account fees or charges that will reduce returns.
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To learn more

We want to help clients build for successful outcomes, defend 
portfolios against uncertainty, and create long-term financial well-
being. To learn more, investment professionals can contact us.

Contact details

FOR U.S. INVESTORS ONLY

• To reach our U.S.-based investment professionals, contact 
your existing client relations director, or contact us at 
AllspringInstitutional@allspring-global.com.

• To reach our U.S.-based intermediary sales professionals, 
contact your dedicated regional director, or call us at  
1-888-877-9275.

• To reach our U.S.-based retirement professionals, contact 
Nathaniel Miles, head of Retirement at Allspring Global 
Investments, at nathaniel.s.miles@allspring-global.com.

• To discuss sustainable investing solutions, contact  
Hannah Skeates or Christopher McKnett, co-heads of 
Sustainable Investing at Allspring Global Investments,  
at hannah.skeates@allspring-global.com or  
christopher.mcknett@allspring-global.com.

FOR NON-U.S. INVESTORS ONLY

• To reach our non-U.S.-based investment professionals, 
contact us at AllspringInternational@allspring-global.com.

All investing involves risks, including the possible loss of principal. There can be no assurance that any investment strategy will be successful. Investments fluctuate with changes in market and economic 
conditions and in different environments due to numerous factors, some of which may be unpredictable. Each asset class has its own risk and return characteristics.

The use of derivatives, such as futures, options, and swap agreements, can lead to losses, including those magnified by leverage, particularly when derivatives are used to enhance return rather than mitigate 
risk. Certain derivative instruments may be difficult to sell when the portfolio manager believes it would be appropriate to do so, or the other party to a derivative contract may be unwilling or unable to fulfill its 
contractual obligations.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute. 

This information is a Marketing Communication, unless stated otherwise, for professional clients, professional investors, institutional investors, investment professionals, eligible counterparties, or qualified 
investors only (as defined by the local regulation in the respective jurisdiction). Not for retail use.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION OR TO ANY PERSON WHERE IT WOULD BE UNAUTHORISED OR UNLAWFUL TO DO SO.

Past performance is not a guarantee or reliable indicator of future results. Any past performance, forecast, projection, simulation or target is indicative and not guaranteed. All investments contain risk. The 
value, price or income of investments or financial instruments can fall as well as rise and is not guaranteed. You may not get back the amount originally invested. Your capital may be at risk.

Allspring Global InvestmentsTM (Allspring) is the trade name for the asset management companies of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by certain private funds of 
GTCR LLC and Reverence Capital Partners, L.P. Unless otherwise stated, Allspring is the source of all data (which is current, or as of the date stated); content is provided for informational purposes only with no 
representation regarding its adequacy, accuracy or completeness and should not be relied upon; views, opinions, assumptions or estimates are not necessarily that of Allspring Global Investments Holdings, 
Allspring or their affiliates and are subject to change without notice; and this communication does not contain investment advice, an investment recommendation or investment research, as defined under 
local regulation of the respective jurisdiction.

Distribution in the United States: Allspring Global InvestmentsTM is the trade name for the asset management firms of Allspring Global Investments Holdings, LLC, a holding company indirectly owned 
by certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These companies include but are not limited to Allspring Global Investments, LLC, and Allspring Funds Management, LLC. Certain 
products managed by Allspring entities are distributed by Allspring Funds Distributor, LLC (a limited-purpose broker-dealer and Member FINRA/SIPC). Associated with Allspring is Galliard Capital Management, 
LLC (an investment advisor that is not part of the Allspring trade name/GIPS firm).

Distribution in the United Kingdom (UK), European Economic Area (EEA) and Switzerland: Allspring Global InvestmentsTM (Allspring) is the trade name for certain investment management companies 
owned by Allspring Global Investments Holdings, LLC, including, but not limited to, Allspring Global Investments (UK) Limited (Allspring UK), an investment management company authorised and regulated by 
the UK Financial Conduct Authority (FCA), and Allspring Global Investments Luxembourg S.A. (Allspring Luxembourg), authorised and regulated by the Commission de Surveillance du Secteur Financier (CSSF). 
Allspring Luxembourg has branches in Frankfurt and Paris and is allowed to provide services on a cross-border basis in the EEA. This material has been approved for distribution in the UK by Allspring UK, for the 
purposes of Section 21 of the Financial Services and Markets Act 2000 (FSMA). Allspring UK does not provide services to retail clients, the FSMA rules for retail clients will not apply and the United Kingdom 
Financial Services Compensation Scheme is not available. Unless otherwise stated, information does not contain investment advice, an investment recommendation or investment research as defined under 
UK FCA regulations or the Markets in Financial Instruments Directive (Directive 2014/65/EU (MiFID II) and therefore does not comply with the requirements for the provision of such services. For professional 
investors only. Recipients who do not wish to be treated as professional should notify their Allspring contact immediately.

Distribution in the United Arab Emirates (excluding Dubai International Financial Centre and Abu Dhabi Global Market): Allspring Global InvestmentsTM (Allspring) is the trade name for certain investment 
management companies owned by Allspring Global Investments Holdings, LLC, including, but not limited to Allspring Global Investments (UK) Limited (Allspring UK), an investment management company 
authorised and regulated by the UK Financial Conduct Authority (FCA); Allspring Global Investments Luxembourg S.A. (Allspring Luxembourg), authorised and regulated by the Commission de Surveillance du 
Secteur Financier (CSSF); and Allspring Global Investments, LLC. This material is intended for professional clients (defined by DFSA). This material, and the information contained herein, does not (intend to) 
constitute a public offer in the United Arab Emirates (UAE) and should not be construed as such. It is offered to a limited number of exempt investors in the UAE who fall under one of the following categories of 

mailto:AllspringInstitutional@allspring-global.com
mailto:nathaniel.s.miles@allspring-global.com
mailto:hannah.skeates@allspring-global.com
mailto:christopher.mcknett@allspring-global.com
mailto:AllspringInternational@allspring-global.com
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non-natural qualified investors: 1. an investor that is able to manage its investments on its own, namely the federal government, local governments, government entities and authorities or companies wholly 
owned by any such entities; international entities and organisations; or a person licensed to carry out a commercial activity in the UAE, provided that investment is one of the objects of such person, or 2. an 
investor who is represented by an investment manager licensed by the Securities and Commodities Authority (SCA), each a non-natural qualified investor. The materials have not been approved by or licensed 
or registered with the UAE Central Bank, the SCA, the DFSA, the Financial Services Regulatory Authority or any other relevant licensing authorities or governmental agencies in the UAE (the Authorities). The 
Authorities assume no liability for any investment that the named addressee makes as a non-natural qualified investor.

Distribution in Australia: Allspring Global Investments, LLC, is exempt from the requirements to hold an Australian financial services license in respect of the financial services it provides to wholesale clients in 
Australia. Allspring Global Investments is regulated under US laws, which differ from Australian laws. Any offer or documentation provided to Australian recipients by Allspring Global Investments in the course 
of providing financial services will be prepared in accordance with the laws of the United States and not Australian laws.

Distribution in New Zealand: This material and the information contained in or accompanying this material are not, and are under no circumstances to be construed as, an offer of financial products for issue 
requiring disclosure to an investor under Part 3 of the Financial Markets Conduct Act 2013 (N.Z.) (the Financial Markets Conduct Act (N.Z.)). This material and the information contained in or accompanying 
this material have not been registered, filed with or approved by any New Zealand regulatory authority or under or in accordance with the Financial Markets Conduct Act (N.Z.). This material and the information 
contained in or accompanying this material is not a disclosure document under New Zealand law and does not contain all the information that a disclosure document is required to contain under New Zealand 
law. Any offer or sale of any interests described in these materials in New Zealand will be made only: (a) to a person who is an “investment business” within the meaning of clause 37 of Schedule 1 of the 
Financial Markets Conduct Act (N.Z.), (b) to a person who meets the investment activity criteria specified in clause 38 of Schedule 1 of the Financial Markets Conduct Act (N.Z.), (c) to a person who is “large” 
within the meaning of clause 39 of Schedule 1 of the Financial Markets Conduct Act (N.Z.), (d) to a person who is a “government agency” within the meaning of clause 40 of Schedule 1 of the Financial 
Markets Conduct Act (N.Z.), (e) to a person who is an “eligible investor” within the meaning of clause 41 of Schedule 1 of the Financial Markets Conduct Act (N.Z) or (f) in other circumstances where there is no 
contravention of the Financial Markets Conduct Act (N.Z.) (or any statutory modification or re-enactment of, or statutory substitution for, the Financial Markets Conduct Act (N.Z.)). In subscribing for interests, 
each investor represents and agrees that it is not acquiring those interests with a view to dealing with them (or any of them) other than where an exclusion under Part 1 of Schedule 1 of the Financial Markets 
Conduct Act (N.Z.) applies to such dealing and, accordingly: (a) it has not offered or sold, and will not offer or sell, directly or indirectly, any interests and (b) it has not distributed and will not distribute, directly 
or indirectly, any offering materials or advertisement in relation to any offer of interests, in each case in New Zealand within 12 months after the issue of interests to that investor other than to persons who meet 
the criteria set out in (a) to (d) above.

Distribution in South Korea: This document is distributed in the Republic of Korea by Allspring Global Investments, LLC, which is registered with the Financial Services Commission pursuant to the Financial 
Investment Services and Capital Markets Act (the Act) to conduct investment advisory and discretionary investment business with qualified professional investors (as defined in the Act). This document is not 
intended for, and should not be relied on by, any person other than qualified professional investors.

Distribution in Japan: This material and the information contained herein does not constitute and is not intended to constitute investment advice or an offer of securities and accordingly should not be 
construed as such. Any products or services referenced in this material may not be licensed or registered in all jurisdictions and, unless otherwise indicated, no regulator or government authority has reviewed 
this material or the merits of the products and services referenced herein. This material and the information contained herein have been made available in accordance with the restrictions and/or limitations 
implemented by any applicable laws and regulations. This material is directed at and intended for “professional” or “institutional” investors (as such term is defined under the laws of each applicable 
jurisdiction). This material is provided on a confidential basis for informational purposes only and may not be reproduced in any form. Allspring does not provide tax, legal or accounting advice, and this material 
does not take an investor’s personal investment objectives or financial situation into account. Before acting on any information in this material, prospective investors should inform themselves of and observe 
all applicable laws, rules and regulations of any relevant jurisdictions and obtain independent advice if required. This material is for the use of the named addressee only and should not be given, forwarded or 
shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof).

Distribution in Canada: Allspring Global InvestmentsTM (Allspring) is not registered as an investment advisor in any of the Canadian provinces, is only authorised to provide investment advisory services in 
Canada pursuant to an exemption available to foreign investment advisors under Canada’s National Instrument 31-103 (NI 31-103) and can provide such services only to “permitted clients” as defined under 
NI 31-103. Allspring is registered as an investment advisor with the United States Securities & Exchange Commission. Its head office is located at 525 Market Street, 12th Floor, San Francisco, California, 
94105, and, thus, substantially all of its assets are situated outside of Canada. As a result, there may be difficulty enforcing legal rights against Allspring because of the above, and investors are directed to 
Blakes Vancouver Services, Inc., Allspring’s agent for service of process, in the event of any disputes, at the following address, phone number and email address: Blakes Vancouver Services, Inc., 595 Burrard 
Street, Suite 2600, Three Bentall Centre, Vancouver, BC, V7X 1L3; phone: +604-631-3300; email: lisa.marchese@blakes.com.
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