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• In the face of a potential recession, Thornburg’s Brian
McMahon is targeting robust companies.

• To build a steady flow of income, he’s focusing on firms
with high dividends and cash generation.

• McMahon shared 9 stocks that are both recession-resistant
and can boost income streams.

I n the latest move in the ongoing and high-stakes fight against 
inflation, the Federal Reserve raised interest rates by another 75 
basis points at Wednesday’s FOMC meeting. While some inves-

tors have responded to Fed Chair Powell’s hawkish sentiments with 
pessimism, others have welcomed the rate hikes as a necessary — and 
long-overdue — remedy for inflation raging at decades-high levels.

“It’s going to be a tough, tough battle to get inflation down below 
3%,” said Brian McMahon, chief investment strategist at Thornburg 
Investment Management, which manages $42 billion in assets. “The 
Fed did too little, too long.”

At upcoming meetings, McMahon predicts the central bank will 
continue to hike rates, and agrees with the general Wall Street con-
sensus that rate cuts are unlikely to appear until at least late 2023 or 
early 2024. “So far it looks like a safe landing shaping up, but it just 
looks kind of bumpy,” he told Insider in a recent interview.

Invest in resilient companies with high dividends
McMahon has overseen the Thornburg Investment Income Builder 

Fund (TIBIX) — which currently holds around $11 billion in assets — 
since its inception two decades ago. Because this fund aims to deliver 
a consistent stream of income to its investors, McMahon particularly 
emphasizes investing in high-quality fixed income assets and divi-
dend-paying equities. In a macroeconomic environment like this, he’s 
targeting robust firms that are able to withstand a potential downturn.

“On the stock side, we’re pretty focused on companies that we think 
have some resilience, some pricing power, and balance sheets that are 
strong enough to withstand a storm,” he explained.

McMahon is also focused on investing in firms that not only are 
able to pay a dividend, but have previously demonstrated a willingness 
to raise those dividends. “Hopefully a dividend that will grow over 
time, so you need to have a good cash-generative business,” he said.

According to McMahon, companies with strong fundamentals 
that generally operate with enough steady cash f low to pay out 

attractive dividends often fall into the large telecommunications,  
pharmaceuticals, and technology sectors.

McMahon shared nine stocks for investors to consider that are both 
recession-resistant and can boost income streams. Those stocks are 
listed below, along with each company’s ticker, market capitalization, 
and McMahon’s commentary.

The chief investment strategist at a $42 billion 
firm shares 9 stocks that can weather a 
recession while boosting income
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Thornburg’s Brian McMahon says focusing on resilient stocks with 
pricing power will pay dividends — literally. 
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2. Orange

3. ENEL 4. Nestlé

1. Roche

Ticker: ORAN

Market cap: $26 billion

Commentary: “We’ve owned Orange since 2016 and think it’s an under-
valued telecommunications company that falls into our consistent-earner 
bucket. The earnings stream doesn’t vary very much throughout an eco-
nomic cycle. We have added to our position during the pandemic because 
of the growing importance of digital connectivity.”

Ticker: ESOCF

Market cap: $48 billion

Commentary: “ENEL is one of Europe’s largest utilities and is among the 
largest global players in renewable energy generation. The company is fully 
integrated in the electricity value chain and mainly operates in Italy (c. 40% 
of its EV), Iberia (c. 20%), and LatAm (c. 25%). ENEL has the largest installed 
generation capacity from renewable sources (54GW) in the world. Enel’s Italian 
networks business is both fully inflation-linked and well-positioned for future 
growth, as the networks require additional capex in order to support the energy 
transition. ENEL has a solid vertically integrated business model which has 
proven to be effective during the Russia/Ukraine crisis and will cope with the 
energy transition in the next decade.”

“Enel is currently trading on 8x P/E for 2023 and yields nearly 9.5% — close to 
GFC levels (the company now has a much more solid B/S, a higher quality port-
folio (more renewables and grids) and features much higher growth prospects).”

Ticker: NSRGF

Market cap: $302 billion

Commentary: “Nestlé is the largest food company globally and the 
13th-largest company in the world by market cap. Through a combination 
of sharpened execution, innovation agility, category tailwinds and portfolio 
management, the company was able to produce a strong H1 result, increas-
ing its full-year guidance to 7% to 8%, up from around 5% previously.”

“Nestlé is regarded as a quality defensive growth asset, which has con-
tributed to a multiple that is above the sector average (roughly 26x P/E). 
During the last Fed interest rate cycle, between 2017 and 2019, Nestlé’s 
12M forward consensus P/E did not change.”

Ticker: RHHVF

Market cap: $265 billion

Commentary: “Roche is the global market leader in targeted cancer 
therapies and in-vitro diagnostics. Driven by Genentech’s R&D expertise, 
it is in the process of transitioning from its historical ‘big three’ cancer 
antibodies Rituxan, Herceptin and Avastin, into a new era of immuno- 
oncology and HER2 breast cancer drugs.”

“Roche is successfully navigating a period of heavy erosion of its legacy 
drugs, with strong growth from its newer assets and Diagnostics division. 
The Street expects the overall group to deliver mid-single-digit top-line 
growth in the medium term, just below the sector average. Shares are 
valued at 15.5x 2023 P/E versus an EU sector average of 17.3x. On EV/
NPV, Roche trades at 0.86x, below peers at 1.02x.”
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6. Citigroup

7. AstraZeneca 8. TotalEnergiesSE

5. NN Group NV

9. CME Group

Ticker: C

Market cap: $88 billion

Commentary: “Cheap: shares are trading on 6.5x 2023E EPS. Ample 
opportunity for dividend to increase in the near-term as they bring their 
payout to near pre-pandemic levels.”

Ticker: AZN

Market cap: $174 billion

Commentary: “Double-digit sales growth improving cash flow generation 
for a relatively attractive valuation.”

Ticker: TTE

Market cap: $128 billion

Commentary: “TotalEnergies maintained their dividend in 2020 thanks to a 
conservative capital structure. They anticipate the cyclicality of their business 
with a relatively unlevered balance sheet and diverse sources of cash flow. 
They are regarded as a leading green energy transition player.”

Ticker: NNGPF

Market cap: $13 billion

Commentary: “Well-capitalized and resilient cash-generative insurer. 
High-quality asset to own in rate hike cycle because cash flows remain tightly 
matched but they also remain sensitive to interest rates going forward.”

Ticker: CME

Market cap: $66 billion

Commentary: “A steady dividend payer, they also usually pay an end-
of-year special dividend. With volumes up 22% so far, the end of year cash 
flow could be interesting.”
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