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Interest rates are hitting fresh, all-time lows due to coronavirus fears hitting an

economy that had previously been quite strong.

The 30-Year U.S. Treasury bond yield briefly crashed below 1% and now stands at 1.30% as

of March 11th, while the 10-Year U.S. Treasury note yield went below .6% before pushing

back above .8%.

30-Year U.S. Treasury Bond Yield30-Year U.S. Treasury Bond Yield

During the 2008 global financial crisis, the S&P 500’s dividend yield briefly went above

the 30-Year U.S. Treasury bond yield, but it did not stay there long.

Investors forecasted severe dividend cuts, which pushed dividend yields up just as

Treasury rates were plummeting.

Both yields normalized as realized dividend cuts brought down dividend yields and

improving economic conditions pushed Treasury rates up.

Treasury Yields vs. Dividend YieldTreasury Yields vs. Dividend Yield
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One interesting fact about the market’s gains over the last decade is that equity

appreciation coincided one-for-one with dividend growth on the market. So, the market

has not actually become more expensive on a price-to-dividend or a dividend-yield basis.

S&P 500 - Price Return and Dividend GrowthS&P 500 - Price Return and Dividend Growth

After recent interest rate declines, the S&P 500’s dividend yield is now almost four

times the 10-Year U.S. note yield, and almost 100 basis points (bps) higher than the 30-

Year Treasury bond yield.

Dividend WeightingDividend Weighting Goes Further Goes Further

WisdomTree is increasingly convinced interest rates are going to stay low for much

longer than we previously anticipated. This will create challenges for traditional

investors.

Dividend-weighted strategies like those WisdomTree launched in 2006 can help increase

the dividend advantage over Treasury bonds even further. The dividend yield on our

broadest index of dividend payers began March at 3.45%—more than double the interest

income on the 30-Year bond.

The total shareholder yield (dividend yield plus net buyback yield) for the broad

dividend index is 5.36%, a 437 basis point (bps) advantage over the 0.99% low for the
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30-Year U.S. Treasury bond.

This spread has only been greater over the 14-year history of the index once, during the

previous all-time low for the 30-Year U.S. Treasury bond in August 2019. 

Bond Yield vs. WisdomTree U.S. Dividend Index (WTDI) YieldBond Yield vs. WisdomTree U.S. Dividend Index (WTDI) Yield

Markets Moving More Than Markets Moving More Than FundamentalsFundamentals

Professor Jeremy Siegel reckons that over 90% of the value of a stock comes from its

profits more than 12 months out. So, if we wiped out all profits over the next 12

months, the impact should be less than 10%. If earnings are down 30%–40% this year and

then return to normal in 2021, we would not get market declines like we have witnessed

thus far.

The maximum dividend decline in S&P 500 stocks over the last 60 years came in 2009,

during the financial crisis, when dividends from the financial sector evaporated and

caused overall dividends to fall 25%. It took four years for dividends to pass their

highs after falling during the crisis.

For fundamentally driven investors, the dividend yields on broad U.S. markets look

attractive compared to the alternatives in the bond market.

There are two potential solutions from the WisdomTree family:

WisdomTree U.S. Total Dividend Fund (DTD)WisdomTree U.S. Total Dividend Fund (DTD):: This ETF seeks to track the price and

yield performance, before fees and expenses, of the WisdomTree U.S. Dividend Index,

which is one of the most inclusive indexes of all dividend payers in the U.S. The

dividend-weighting mechanism emphasizes total size of dividend distributions. Our asset

allocation model portfolios that we launched in collaboration with Professor Siegel

include DTD, which is the ETF that we utilize for exposure to the broad market of

dividends in the U.S.

WisdomTree U.S. LargeCap Dividend Fund (DLN)WisdomTree U.S. LargeCap Dividend Fund (DLN):: This ETF seeks to track the price and

yield performance, before fees and expenses, of the WisdomTree U.S. LargeCap Dividend

Index. This Index includes the 300 largest stocks by market capitalization from the

WisdomTree U.S. Dividend Index. This ETF represents the large-cap segment of DTD if an

investors does not want total market exposure. 

Important Risks Related to this ArticleImportant Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Funds

focusing their investments on certain sectors increase their vulnerability to any single

economic or regulatory development. This may result in greater share price volatility.

Please read each Fund’s prospectus for specific details regarding the Fund’s risk
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profile.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

Interest ratesInterest rates  : The rate at which interest is paid by a borrower for the use of money.

U.S. 30-year bondU.S. 30-year bond  : A debt obligation issued by the United States government that

matures in 30 years.

S&P 500 IndexS&P 500 Index  : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

Dividend yieldDividend yield  : A financial ratio that shows how much a company pays out in dividends

each year relative to its share price.

DividendDividend  : A portion of corporate profits paid out to shareholders.

Price-to-dividend ratioPrice-to-dividend ratio  : Refers to the index price divided by the trailing 12-month

dividends.

Basis pointBasis point  : 1/100th of 1 percent.

Dividend weightedDividend weighted  : Constituent securities represented within the Index in proportion

to their contribution to the dividend stream of the Index.

FundamentalsFundamentals  : Attributes related to a company’s actual operations and production as

opposed to changes in share price.

Market CapitalizationMarket Capitalization  : Market cap = share prices x number of shares outstanding.

Firms with the highest values receive the highest weights in approaches designed to

weight firms by market cap.

Large-Capitalization (Large-Cap)Large-Capitalization (Large-Cap)  : A term used by the investment community to refer

to companies with a market capitalization value of more than $10 billion. Large cap is

an abbreviation of the term “large market capitalization”. Market capitalization is

calculated by multiplying the number of a company’s shares outstanding by its stock

price per share.
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