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CAPTURING DIVIDEND GROWTH
REQUIRES A NIMBLE RESPONSIVENESS
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04/24/2024

In 2024, we have seen Meta Platforms, Salesforce.com and Booking Holdings (parent

company of Priceline.com) 1initiating dividend payments.l Many technology companies have
accumulated significant amounts of cash, with more calls to return this cash to
shareholders by initiating dividends.

of course, dividends are not the sole way cash can be returned to shareholders. In the
U.S. equity landscape, buybacks can often be even larger.

e The psychology with which the investment world treats dividends feels more Tike an
ongoing arrangement between the shareholders and the company and, once declared,
expectations are to continue and even moderately 1increase over time. True, no
dividend payment is ever ‘guaranteed’, but if a dividend is reduced or curtailed, it
can be headline news amongst certain Tlarge companies—news these companies would
prefer to avoid.

e Buybacks are Tess transparent. Boards of directors can announce buybacks that could
occur over specific time frames, but they are not known as they are happening and
are only visible in hindsight where one can confirm them on the quarterly statement
of cash flows.

This chart on dividends versus buybacks shows the stability versus cyclicality and volat
ility of buyback streams—the two are hardly comparable if one wants a predictable stream
of cash flows from stocks.

Figure 1: S&P 500 Index Trend of Dividends and Buybacks on a Per-Share Basis

S&P 500 Index TTM Buybacks and Est. 12m Dividends per Share - as of 3/28/24 "‘*‘
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Sources: WisdomTree, FactSel, S&P. You cannot invest directly in an index. Histerical charts based on trailing five-year period.
Dividends are not guaranteed and may flucluate. Past performance is not indicative of future results,
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one of the biggest categories-reflecting all the demand for this concept—is for
dividend-growth ETFs. Investors Tlove the idea of a company raising its dividend over
time, and they love the idea of a stream of income that has the potential to grow over
timeover time. Here are five of the largest such ETFs in the ecosystem:

o WisdomTree U.S. Quality Dividend Growth Fund (DGRW): The wisdomTree U.S.
Quality Dividend Growth Fund is designed to track, before fees and expenses, the
total return performance of the WisdomTree U.S. Quality Dividend Growth Index. The
Index focuses on companies with strong growth and quality metrics, as defined by 1)
estimated earnings growth over the next 3-5 years, 2) three-year average return on
equity and 3) three-year average return on assets. The Index is weighted by cash

dividends.?

e Vanguard Dividend Appreciation Index Fund (VIG): The Vanguard Dividend
Appreciation Index Fund is designed to track, before fees and expenses, the total
return performance of the S& U.S. Dividend Growers Index. The Index measures the
performance of U.S. companies that have followed a policy of consistently increasing
dividends every year for at least 10 consecutive years. The Index excludes the top
25% of the highest-yielding eligible companies. Wweighting 1is by float-adjusted

market capita1ization.3

e SPDR S&P Dividend ETF (SDY): The SPDR S&P Dividend ETF is designed to track,
before fees and expenses, the total return performance of the S&P High Yield
Dividend Aristocrats Index. The Index measures the performance of companies within
the S&P Composite 1500 Index universe that have followed a managed-dividends policy
of consistently increasing dividends every year for at least 20 years. Weighting is

focused on dividend yield.*

e iShares Select Dividend ETF (DVY): The iShares Select Dividend ETF is designed
to track, before fees and expenses, the total return performance of the Dow 3Jones
U.S. Select Dividend Index. The Index screens on numerous criteria, which include,
but are not Timited to, 1) nonnegative historical five-year dividend-per-share
growth, 2) a five-year average dividend-to-earnings-per-share ratio of Tess than or
equal to 60% and 3) payments of dividends in each of the prior five years. weighting

is based on indicated annual dividends.’

e iShares Core Dividend Growth ETF (DGRO): The ishares Core Dividend Growth ETF is
designed to track, before fees and expenses, the total return performance of the
Morningstar U.S. Dividend Growth Index. The Index screens on nhumerous criteria,
which include, but are not Timited to, 1) a positive forecast of consensus earnings,
2) a dividend payout ratio Tess than 75% and 3) five years of dividend payments and

uninterrupted annual dividend growth. The Index is dividend-dollar-weighted.®

To summarize one critical point 1involving historical dividend-growth requirements for
each of the indexes tracked by these ETFs:

e DGRW—no historical dividend-growth requirement.

e VIG-10 consecutive years of historical dividend growth.

e SDY-20 consecutive years of historical dividend growth.

e DVY—nonnegative dividend per share growth for five years.

e DGRO-five years of dividend payments and uninterrupted annual dividend growth.

The reason we underline that point is simple: on February 1, 2024, Meta Platforms
initiated a regular cash dividend.’”
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wisdomTree initiated a special rebalance to add this immediately substantial dividend pa
yer to its appropriate Indexes, including the one tracked by DGRW, whereas these other
approaches will have to wait varying numbers of years before Meta Platforms becomes
eligible.

of course, these dividend-growth requirements in a vacuum don’t mean much-we believe
that what 1investors really care about are returns. If waiting 20 years to include
companies that grow their dividends has been a route to strong performance-that’s great.
If not, it’s a very stringent criterion that investors aren’t being compensated for.

where the Rubber Meets the Road: Total Returns

Many view the 10-year period as the most valid proof point in terms of returns. Being
around for 10 years in the competitive investment management industry is impressive, and
there is an implicit assumption that one should experience a few ups and downs in equity
markets during a 10-year period. In figure 2a:

e DGRW had the strongest annualized 10-year return. VIG is in second place, even with
its fee of 0.06%—we note that these results are net of fees. SDY is third, and DvYy
is last. DGRO did not quite have 10 full years of history as of this writing.

e We find it telling that-on an after-fee basis-DGRW actually had the strongest
returns of the ETFs shown year-to-date, 1l-year, 3-year, 5-year and 10-year.
Remember, it is the only Fund whose underlying index does not have a requirement for
historical dividend growth.

Figure 2a: Standardized Returns

Ticker | Expense | Inception | Year-to- Since
10-Year :
Symbol Inception

Fund Name

WisdomTree U.S. Quality

o ke ) DGRW  028% May22,2017 887% 2448% 1227% 14.48% 1291%  13.20%
Dividend Growth Fund (NAV)

WisdomTree U.S. Quality

it , DGRW  028% May22,2012 879% 2446% 12.17% 1445% 1289%  13.19%
Dividend Growth Fund (MP)

Vanguard Dividend
g” . . ViG 0.06% Apr21,2006 7.72% 2096% 962% 12.85% 11.48% 9.69%
Appreciation Index Fund (NAV)

Vanguard Dividend ’ W ” 5
e VIG 0.06% Apr2l1,2006 762% 20.89% 9.57% 12.84% 1147%  9.6%%
Appreciation Index Fund (MP)

SPDR S&P Dividend ETF (NAV) sDY 035% Nov8,2005 588% 9.17% 651% 876%  9.483% 8.95%

SPDR S&P Dividend ETF (MP) sDY 035% Nov8,2005 560%  895% 640% B872%  9.80% 8.94%

iShares Select Dividend ETF

AV DVY 0.38% Nov3,2003 601% 92%% 635% 861% 9.0T% 8.26%
(NAVY)

iShares Select Dividend ETF . - .
P DvY 038% Nov3,2003 595%  9.32% 630%  860%  9.06% B8.26%
\MF}

iShares Core Dividend Growth

) DGRO  008% Jun10,2014 B854% 19.15% B891%  12.29% N/A 11.60%
ETF (NAV)

iShares Core Dividend Growth

y DGRO  008% Jun10,2014 B846% 19.12% 8.88% 1227% N/A 11.60%
ETF (MP)

Source: WisdomTree; specifically, data is from the PATH Fund Comparison Tool, as of 3/31/24. NAV denotes total return performance at
net assef value. MP denotes market price performance. Past performance is not indicative of future results. Investment return and
principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than
their original cost. Current performance may be lower or higher than the performance data quoted.

-
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For the most recent month-end and standardized performance and to download the
respective Fund prospectuses, click the relevant ticker: DGRW, VIG, SDY, DVY and
DGRO.

If we remove the need to look only at standardized returns (as of the end of a given
quarter) and look as of April 12, 2024:

¢ DGRW was the strongest across the board, again. VIG and DGRO were the two top
competitors in each of these periods. SDY and DVY were the relative Taggards in each
of these periods.

Figure 2b: Periodic Returns
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Source: WisdomTree; specifically, data is from the PATH Fund Comparison Tool, 25 of 4/12/24. NAV denotes tolal return
performance at net asset value. MP denotes market price performance. Past performance is not indicative of future results.
Investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may
be worth more or less than their original cost. Current performance may be lower or higher than the performance data
quoted.

For the most recent month-end and standardized performance and to download the
respective Fund prospectuses, click the relevant ticker: DGRW, VIG, SDY, DVY and
DGRO.

Sector Exposure: The Foundation of Understanding Dividend-Oriented ETFs

Different sectors have different relationships to dividend payments. Typically, one of
the starkest comparisons involves looking at Utilities versus Information Technology:

e Utilities tend to have a high current dividend yield, but Utility companies are not
growing their earnings very quickly and, therefore, tend not to grow their dividends
very quickly.

e Information Technology companies have been the engine of growth for the U.S. equity
market since the global financial crisis of 2008-2009. Many of the largest companies
in this sector are paying extremely Targe dividends, buying back lots of their own
stock and STILL accumulating massive amounts of cash on their balance sheets.
However, many of these firms may not have been paying dividends for 10 or 20 years,
and we believe waiting for 10 or 20 years is an arbitrary requirement that, for

example, would have disqualified Apple from 2012 (dividend initiation)® to 2022 if
one was looking for 10 years.

when we Took at figure 3:
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e SDY and DVY emphasized weight to Utilities ahead of the other strategies. Similarly,
they tilted away from the Information Technology sector.

e DGRW, VIG and DGRO placed more weight in the Information Technology sector and de-
emphasized weight to the Utilities sector.

we think that contrast ultimately says a lot in terms of how different strategies are
generating different performances.

Figure 3: A Comparison of Sector Exposures

SECTOR EXPOSURE (% WEIGHT) as of 3/31/2024  select a sector to view historical data
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Source: WisdomTree; specifically, data is from the PATH Fund Comparison Tool, as of 3/31/24. Holdings are subject to change.
Sectors are defined by Global Industry Classification Standards.

Figure 4: Important Information Regarding Funds Compared in This Report
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e ol WisdomTree U.5. Quality Dividend | Vanguard Dividend Appreciation
undamentals

SPDR S&P Dividend ETF iShares Select Dividend ETF

Growth Fund | Index Fund

The iShares Select Dividend ETF is
The Vanguard Dividend Appreciation i 7 X ;
The WisdomTree U.5. Quality ? 3 The $POR S4P Dividend ETF is designed to track, before faes and
a5 i Index Fund is designed to currently
Dividend Growth Fund is designed to designed to track, before fees and expenses, the total return
track, before fees and expenses, the

track, before fees and expenses, the total et ‘ fthe %P expenses, the total return performance of the Dow Jones U.S
0lal return periormance ol the ki
total réturn performance of the < Dividend G e TI pedorma PHightield  Select Dividend Index. The Index
U5, Dividend Growers Index. The
WisdomTree U.S, Quality Dividend ek | - Dividend Aristocrats Index, The Index  sereens on numerous criteria which
Index i designed Lo measure the y :
Growth Index, The Index facuses on ; U5 ‘ measures the performance of includes but ks not limited to
o : performance of U.S. companies that ] A
Objective gompanies with strong growth and companies within the S4P nonnegative historical five-year

g z have followed a policy o i : it
quality metrics, as defined by 1) Composite 1500 Index universe that  dividend-per-share growth, five-year |

consistently increasing dividends

estimated eamings growth over the z i . have followed 2 manag; idends  average dividend to earnings-per-
g every year for at least 10 consecutive i ; S
niéxt 3-5 years 1) three-year average policy of consistently increasing  share ratio of less than o equal to
years. The Index excludes the top R ;
retum on equity 3) three-year 2 ] : dividends every year for at least 20 60%, and payments of divic
25% highest-yielding eligible E
AVETARE FELUN O assets, The Index 3 £ years, Weighting is focused on  each of the prior five years, Weigl
ompa hting is by float
Is weighted by cash dividends. dividend yleld. i based on indicated annual
adjust tcapitalization, e
dividends.
|Plice to Sales Ratio 8% 230 147x L1k |
|Price to Book Ratio (X1 521x 3.13x 1B8Ex
|Plil:e to Cash Flow Ratio 13.35x 1365 12.58x T.54x |
Est. Price 1o Earnings Ratio 19.65% 1966 1731% 1208
|E5l Price to Eamings Ratio (excudes
s : 1965¢ 19/66x 17316 1208
|f:|mf, with negative eamings)
% of Firms with Negative Eamings 0.00 055 228 4.19%
|Gro‘.1 Expense Ratlo 028% 0.06% 0.35% 0.38% |
Total Assets Under Management 4 0,58
i . $12341.89 $93,700.00 $20275.46 §18,008.26

millions)

Source: WisdomTree, specifically, the Fund Compare Tool, with data quoted as the most recently available as of 4/12/24. Due to certain

complexities of fundamental aggregation, the Price to Sales, Price to Book, Price o Cash Flow, Est. Price to Earnings, Est. Price to Earnings

{excludes firms with negative eamings) and % of Firms with Negative Earnings Statistics are as of 2/29/24. Total Expense Ratio and Tolal Assets

Under Management are current as of 4/12/24, with these measures taken from the specific fund websites.

For definitions of terms in the table above, please visit the glossary.

If you are 1interested in diving more into the comparison of these Funds, please check
out our Fund Comparison Tool.

1 source: Paul R. La Monica, “In a Wobbly Market, Look for Dividend Growth,” Barron’s,
4/11/24.

2 source: wisdomTree U.S. Quality Dividend Growth Index, wisdomTree, https://www.wisdomtr
ee.com/investments/index/wtdgi

3 sSource: s& Dividend Growers Index Series Methodology, S&P Dow Jones Indexes, updated
as of April 2024.

4 source: S&P Dividend Aristocrats Indexes Methodology, S&°P Dow Jones Indexes, updated as
of January 2024.

> source: Dow Jones U.S. Select Dividend Index. S& Dow Jones Indexes.

6 source: construction Rules for the Morningstar Dividend Growth Indexes, updated as of
November 2023.

7 source: Press release: “Meta Reports Fourth Quarter and Full Year 2023 Results;
Initiates Quarterly Dividend,” 2/1/24.

8 source: Press release: “Apple Announces Plans to Initiate Dividend and Share Repurchase
Program,” 3/19/12.

Important Risks Related to this Article
There are risks associated with investing, including the possible Toss of principal.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF’


https://wisdomtree.com/~/link.aspx?_id=DBAFDA0771F840969CDCD7F97DDB6379&_z=z
https://www.wisdomtree.com/investments/tools#fund-comparison
https://wisdomtree.com/~/link.aspx?_id=17B910B356D74237B12F9726C3C2D2B3&_z=z

wWisdomTree BLOG ARTICLE

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. Dividends are not guaranteed, and a company currently paying dividends may
cease paying dividends at any time. Please read the Fund’s prospectus for specific
details regarding the Fund’s risk profile.

AlT funds are managed differently and do not react the same to economic or market
events. The investment objectives, strategies, policies or restrictions of other funds
may differ and more information can be found 1in their respective prospectuses.
Therefore, we generally do not believe it is possible to make direct fund to fund
comparisons in an effort to highlight the benefits of a fund versus another similarly
managed fund.

For the top 10 holdings of DGRW please visit the Fund's fund detail page at https://www.
wisdomtree.com/investments/etfs/equity/dgrw

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is 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.

Related Blogs
+ Adding Meta to the wisdomTree Dividend Indexes

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

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
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 1investments 1in 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 1indicative 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 Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 dinstruments 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 idinvestment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss 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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DEFINITIONS

Growth : characterized by higher price Tevels relative to fundamentals, such as

dividends or earnings. Price levels are higher because investors are willing to pay more
due to their expectations of future improvements in these fundamentals.

Quality : Characterized by higher efficiency and profitability. Typical measures include
earnings, return on equity, return on assets, operating profitability as well as others.
This term 1is also related to the Quality Factor, which associates these stock

characteristics with excess returns vs the market over tim.

Return on Equity (ROE) : Measures a corporation’s profitability by revealing how much
profit a company generates with the money shareholders have invested.

Return on assets (ROA) : Firm profits (after accounting for all expenses) divided by
the firm’s total assets. Higher numbers 1indicate greater profits relative to the Tevel
of assets utilized to generate them.

S&P U.s. Dividend Growers iIndex : The S&P U.S. Dividend Growers Index is designed to

measure the performance of U.S. companies that have followed a policy of consistently
increasing dividends every year for at least 10 consecutive years.

Float-adjusted market capitalization : Share price x number of shares outstanding,
adjusted for the fact that in many emerging markets, not all of the shares outstanding
regularly trade, which Teads to a reduction in the number of shares outstanding used 1in

the calculation.

S&P High Yield Dividend Aristocrats 1Index : Designed to track the performance of

dividend-paying companies in the U.S. that have increased their annual dividend payments
for the last 20 or more consecutive years.

S&P composite 1500 Index : A stock market index of US stocks made by Standard & Poor's
which includes all stocks in the s&P 500, S&P 400, and S&P 600.

Dividend yield : A financial ratio that shows how much a company pays out in dividends
each year relative to its share price.

Dow Jones U.S. select Dividend Index : The index is a modified market capitalization
approach and weights by dividend yield. Stocks are selected for fundamental strength
relative to their peers, subject to various screens such as dividend quality and

Tiquidity.

Morningstar U.S. Dividend Growth Index : The Morningstar US Dividend Growth Index is

designed to provide exposure to securities in the Morningstar US Markets Index with a
history of uninterrupted dividend growth and the capacity to sustain that growth.

The Global Financial Crisis : Refers to the period of extreme stress in global
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