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Aim to cover one small monthly expense with the

passive income generated (e.g. Telco bill or Netflix

subscription)

Use a conservative 5% dividend yield to calculate

how much capital you need

Make your first purchase when the company is

trading at reasonable prices

Acquire other companies in the months / years to

come when the market gives you opportunities

Look for businesses which you can understand and

are comfortable owning for the long haul

Some local examples which provide good dividend

income are the banks and retail REITs
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As of April 2025, the basic Netflix subscription is

$15.98. For ease of calculation, let’s round it up to

$16 and multiply by 12 to get $192.

Taking $192 / 5% = $3,840 (once again let’s use

$4,000 to make the calculations simple)

Some of the potential additions are decent REITs

whose unit price is not too high. For example, Frasers

Centrepoint Trust is trading at around $2.30, so a

minimum of $230 (100 shares) is required to own a

slice of the company.

Assuming we can contribute $500 each month to

build our dividend portfolio, we will achieve our target

in 8 months, generating 5% of $4,000 = $200 in

passive income. This will comfortably cover our

Netflix subscription cost.
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DETERMINE TOTAL COSTDETERMINE TOTAL COST
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First we need to understand that price and dividend yield share an

inverse relationship. For example, if I buy a company at $10 and it

pays out $0.50/share, the dividend yield is 5% ($0.50 / $10). 

If the price subsequently increases to $11 and I buy in, my yield

drops to 4.5% ($0.50 / $11).

Conversely, if the price drops to $9 and I buy in, my yield increases

to about 5.6% ($0.50 / $9).

RELATIONSHIP BETWEEN PRICE & YIELDRELATIONSHIP BETWEEN PRICE & YIELD

For dividend stocks, the price fluctuates within this range known

as the dividend yield cycle. During a market correction as prices

fall, the yield will increase accordingly.

When an attractive yield level is reached, buyers will rush in to

lock in that yield, thus creating a “price floor”. Let’s use the

example of DBS bank to illustrate this. With a current dividend

amount of $3.06 and price of $57, the dividend yield is 5.4%.

Let’s say we want to buy DBS only when it is at 6% yield. We will

take $3.06 / 6% = $51. This means that I can expect some

strong buying to occur at around the $51 level as buyers will rush

in to secure the good yield. I can then start accumulating at this

level as well as the price has garnered strong support.
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When I built my current portfolio, it took me more than 2 years to

construct about 90% of my portfolio, and even then I still

continue to make minor tweaks according to how the markets

react and the available opportunities at any one point in time. 

Depending on when you start investing, the markets may present

more or less oportunities so it is perfectly okay to build your

portfolio over several months.

BUILDING A PORTFOLIO TAKES TIMEBUILDING A PORTFOLIO TAKES TIME

When we start to construct a portfolio, it is normal for the portfolio to

be highly concentrated with just a few stocks because the capital

size is small. We also only add when prices are reasonable or when

the dividend yield is leaning towards the higher end. 

IT IS OKAY TO START LOPSIDEDIT IS OKAY TO START LOPSIDED

One of the most underrated skills in the stock market is patience.

Contrary to what we have been taught since young, doing more

does not necessarily yield better results. Some days it is just

better to do nothing, especially when markets are exuberant. Get

off your app and go spend time doing stuff that you like :)

DOING NOTHING IS A SKILL TOODOING NOTHING IS A SKILL TOO
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