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U.S. DIVIDEND GROWTH HITS RECORD
HIGH-WILL INVESTORS CAPITALIZE?
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05/16/2013

In today’s environment, investors are in an almost constant search of income-producing
asset classes. One particular area of focus has been dividend-paying equities—made
attractive not only because of the current income but also because of the potential for
future growth of that income. we believe the recent trends for dividend growth discussed
below have become an unmistakably positive signal for the market’s underlying
fundamental value. Putting Recent Growth in Historical Perspective We examined the
history of dividend growth of the S&P 500 index, as it is one of the most commonly used
benchmarks available to measure the performance of U.S. equity markets and has dividend
data extending back to its 1inception 1in 1957. There are two notable points when we
compare the Tatest readings to historical data: 1) Record Three-Year Growth: The
recent three-year average annual dividend growth-13.59% for the period ending March
30, 2013-is a record in the history of the S&P 500. To be fair, this follows a record
fall 1in dividends that occurred a few years earlier and in some ways represents a
normalization of dividend Tevels. 2) 10-Year Growth Impresses: Despite the record
fall in dividends during the Tast 10 years, the 10-year average annual dividend
growth of 7.07% 1is still approximately 2 percentage points above the median 10-year
growth rate. This gives us confidence about future dividend growth.
Rol1ling 3-Year and 10-Year Growth of Trailing 12-Month Dividend for S&P 500
Index
(12/31/1960-3/31/2013)
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“Ayg, ann, ralling 3-year trailing 12-menth dividend growth: Average annual grewth in tralling 12-menth dividends calculated for three-year parieds, relled
forward one month at a time. 12/31/1957-12/31/1960 repeesents the first three-year pericd. The median value is that for which 50% of the obsarved values are
above and 50% are below,

**Avg. ann. rolling 10-year trailing 12-month dividend growth: Average annual growth In trailing 12-month dividends calculated for 10-year pericds, rolled
forward one month at a time, 12/311957-12/3111967 represents the first 10-year period, The median value, 5.2%, is that for which 50% of the observed values
are above and 50% are below.

Source: Professer Robort Shiller, Yale University, 2013,

Past performance is nat indicative of future resulls. You cannet invest directly in an index. Index performance does not represent actual fund or postfelie

parfarmance. A fund or portfolio may differ significantly from the securities included in the index. Index performance assumes reinvestmant of dividends

lbut does net reflect any management fees, transaction costs of other axpanses that would be incurred by a portfolie o fund, or brokerage commissions on
transactions in fund shares. Such fees, expences and commissions could reduce raturmns.

Changing
composition of pividend Stream® Has Driven This Result There have been two major
trends driving the bulk of growth in the Dividend Stream in the United States 1in recent
periods: < Financials: Many financial firms were forced to cut or eliminate their
dividend payments as they received government assistance during the height of the
crisis. Today, those that remain are in a much stronger position and are in the process
of returning their dividend payments to normalized levels. o Examples of Dividend
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Normalization: Wwells Fargo 1increased its dividend per share twice thus far in 2013
(through April 30) for a total increase of 36%-meaning that approximately $1.7
billion more will be returned to shareholders. J.P. Morgan increased its dividend
per share 27% during the same period, resulting in an incremental increase of $1.26
billion being returned to shareholders. e« Information Technology: Tech firms have
historically been associated with reinvesting the bulk of their profits back into their
businesses to finance future growth. More recently, when returning money to
shareholders, they have heavily favored share buybacks over dividend payments. Wwhile
both of these characteristics remain true, some of the Targest tech firms in the United
States have so much cash that they are also becoming some of the Tlargest payers of
indicated cash dividends. o Specific examples of technology dividend leaders:
e Apple: with the re-instatement of its first dividend since 1996, Apple is

currently (as of April 30, 2013) indicated to be the largest dividend payer 1in
the United States, with a cash Dividend Stream of nearly $11.5 billion per
year. According to an April 23, 2013, announcement, this dividend 1is part of a plan to

return approximately $100 billion to shareholders by the end of 2015.1
e Cisco introduced its first dividend in April of 2011. At the time, Cisco was
indicated to be the 40th-largest dividend payer in the U.S. based on its

indicated cash dividends.? with following dividend hikes of 75% in the third
quarter of 2012 and another 21% 1in the first quarter of 2013, it became one of the 20
Targest dividend payers in the U.S. Conclusion We find it interesting that
the trend in U.S. dividend payments has shifted so quickly from basically a record fall
to record acceleration. Additionally, we believe that the sector trends we’ve outlined-
specifically in Information Technology-have the potential to continue. In our next blog,
we’ll discuss what we believe to be the potential consequences of missing the trends in
these sectors, thereby potentially missing significant drivers of dividend growth in the
United States. Read our full research here. View Jeremy Schwartz discuss dividends.

(video) Iapple press Info, “Apple More than Doubles Capital Return Program,” April

23, 2013. 2Based on the 11/30/2011 screening for the WTDI, a screening that does not
include any growth-of-dividend qualifications to determine constituent eligibility.

Important Risks Related to this Article

Dividends are not guaranteed and a company’s future abilities to pay dividends may be
Timited. A company currently paying dividends may cease paying dividends at any time.

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.

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 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 1its
affiliates, nor Foreside Fund Services, LLC, or 1its 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 investment 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

Dividend growth : The growth in trailing 12-month dividends for the specified universe.

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.

Dividend stream : Refers to the regular dividends per share multiplied by the number of
shares outstanding.

Share buybacks : Firms using cash to purchase their own outstanding shares; may
positively impact the share price.
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