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On February 1, Meta announced its first quarterly dividend. The dividend will be a $5

billion annual cash outlay, representing approximately 12% of its earnings.

This initial payment is an important step in showcasing management confidence in its

high cash flow generating business. As is common, this initial payout is conservative

relative to earnings.

For reference, Microsoft pays an annual dividend that is 28% of earnings. In contrast,

Nvidia pays out a more modest 2%.

Annual Dividend as % of Earnings

 

Considering Meta’s inaugural dividend, we will examine the historical dividend growth

trajectory of several other notable technology companies.

Microsoft

Microsoft began paying its first quarterly dividend in 2004. Over the last 20 years, the

company has had remarkable consistency in growing its dividend at a premium rate year

over year. 
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Over the full period, Microsoft has grown its dividend at a 12% annualized rate—over 5%

better than the S&P 500 dividend growth.

Annualized Dividend Growth

Apple

Apple began paying its quarterly dividend in 2012 and was right away one of the largest

cash dividend payers in the world. 

Like Microsoft, Apple has consistently grown its dividend year over year. Its dividend

growth rate has been higher than the S&P 500, despite continuing to invest in a fast-

growing business.
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Apple’s dividend grew at a conservative rate for its first several years before surging

ahead of the S&P 500. Between 2015 to 2018, Apple grew its dividend at 12% annualized,

from $0.52 in 2015 to $0.73 by 2018. Meanwhile, the S&P 500 dividend grew at a lower

than 7% rate. 

This Apple example highlights a company that started growing its dividend relatively

slowly from a conservative payout before jumping higher after a number of years of a

regular dividend. 

Annualized Dividend Growth

Nvidia

Like Apple, Nvidia also introduced its quarterly dividend in 2012. 

During its first five years, Nvidia’s dividend growth significantly outpaced the S&P

500. From 2012 to 2018, its annual dividend increased by over 13% annually, rising from

$0.075 to $0.16.
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In the last five years, Nvidia has prioritized reinvesting in its market leadership

within the advanced semiconductor chips space. Despite maintaining an unchanged payout

since 2018, Nvidia’s dividend growth has remained close to that of the S&P 500.

This makes Nvidia an even more drastic example than Apple, illustrating how companies

often front-load significant dividend growth during the initial years of dividend

payouts.

Annualized Dividend Growth

Information Technology Dividend Growth

Over the last 15 years, Information Technology has experienced the fastest dividend

growth of any sector, growing at a rate over twice that of the total U.S. equity market.

Sector Dividend Growth since 2008
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Much of this growth has come from companies that initiated dividends in the last 20

years (such as Microsoft, Apple and Broadcom), that have not been eligible for inclusion

in dividend growth indexes that require a consistent dividend growth history of anywhere

from 5 to 25 years.

WisdomTree designed its dividend Indexes to be broadly inclusive of dividend payers,

recognizing that some of the fastest dividend growth for companies can occur in the

years immediately after initiating a dividend.

T h e WisdomTree U.S. Quality Dividend Growth Fund (DGRW) selects dividend-paying

companies with high profitability and growth characteristics, without a requirement for

historical dividend growth.

As a byproduct of our profitability and growth screens, the Fund has higher exposure to

the companies that have been growing dividends at a faster rate than the overall market.

Annualized Dividend Growth

 

 

Important Risks Related to this Article

For current Fund holdings, please click here. Holdings are subject to risk and change. 

There are risks associated with investing, including the 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. 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.
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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 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.

Related Blogs

+ Magnificent Seven Earnings (Mostly) Impress

Related Funds

+ WisdomTree U.S. Quality Dividend Growth Fund

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. investors 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 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)
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 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

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

Cash flows : a measure of how much cash a business generates after taking into account

all the necessary expenses, including net capital expenditures.

S&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.
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