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Barron’s recently published a cover story titled “Yes, You Can Retire on Dividends. 10
Stocks to Build an Income Stream for the Long Haul.”

We know the theory of 1living off dividends in retirement makes some total-return-focused
investors uneasy. But as we wrote in a recent post, and as can be inferred from this
Barron’s cover story, it is impossible to deny that dividends—and dividend growth-matter
to a large and growing group of retired investors.

Building a Diversified Portfolio

what may be most surprising to investors less familiar with dividend-focused portfolios
is that you can achieve good sector diversification—particularly 1in large caps-when
targeting cash dividends.

In the below table, we can see that the Dividend Stream” of the S&P 500 over the past
nine years has been relatively stable from a sector distribution perspective.
A few notable trends:

e Consumer Staples dropped from the top dividend sector to only the fourth largest
e Financials improved from the fifth to the second largest
e Information Technology emerged as the largest dividend sector

Two of the high-yield sectors that are often considered “bond proxies”-Real Estate and
Utilities—are only the tenth and eighth Targest.

while there 1is greater risk assumed from a company’s dividend compared to interest
income, 2020 offered a remarkable example of the resilience of cash dividends from
large-cap U.S. companies.

For all the economic uncertainty, S&P 500 dividends still grew by just under 2%. Over
the eight years between 2012 and 2020, S&P 500 dividends grew a healthy 7% annualized.

Sector Dividend Stream

S&P 500 - Dividend Stream ($Bn)

Communication Services 52 | 52546 52765 53088 $30.39 534.71 534.32

Consumer Discretionary $20 58 $27.43 $31.35 $32.56 $31.32 $33.09 $34.42
Consumer Staples _ _— $56.97 $57.70
Energy . $36.28 54214 54529 $37.76 $37.80 $41.11 544.93
Financials $32 20 $35.08 $41.66 B46.71 $49.81

Health Care $35.09 $35.16 54025 $45.24 $46.18 $53.16 $56.36 $62.10
Industrials i 53408 $539.58 54293 $43.95 547.22 546.61 $50.03

Information Technology
Materials

Real Estate

Utilities
Total $296.85 $32317 $368.32 $399.55 $418.01 $438.62 $473.15 $502.03 $510.59 7.01%

Sources: WisdomTree, FactSet, S&P. Dividends include specials except for those identified as directly related to a spin-off. You cannot invest directly in an index.

Growi ng Income Stream

Inflation uncertainty has been Turking for several months. The economy is reopening at
the same time as stimulus checks have been sent out, plus talk of trillions in
infrastructure spending. A1l these factors point toward an economy heating up.

while the Federal Reserve 1is portraying calm on inflation concerns, investors seem to be

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


https://wisdomtree.com/blog/glossary#dividend
https://wisdomtree.com/~/link.aspx?_id=1F7F3E5CA9F3469ABE9945DAEDF13B33&_z=z
https://wisdomtree.com/blog/glossary#diversification
https://wisdomtree.com/blog/glossary#large-capitalization
https://wisdomtree.com/blog/glossary#dividend-stream
https://wisdomtree.com/blog/glossary#s-and-p-500-index
https://wisdomtree.com/blog/glossary#federal-reserve

wWisdomTree BLOG ARTICLE

a bit more skittish.

As a hedge against inflation, 1investors have been piling 1into negative-yielding
inflation-protected Treasuries.

10-Year U.S. TIPS Yields (1/31/1997-3/31/2021)
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Source: FRED. You cannot invest directly in an index. Past performance is not indicative of future results.

But for +investors with a greater risk tolerance and/or Tlonger time horizons, equity
income may be a more attractive inflation hedge.

Since 1957, dividends have grown by an average of 5.7% per year-more than 2% above the
rate of inflation. This was true during high-inflation periods (the ’70s and ’80s), when
inflation averaged more than 6%. It’s also been true during low-inflation periods, such
as the last three decades.

Inflation and Dividends

&P 500

o Inflation Entire Drop Dueto 53,256
Dividends Financial Sector
1957-2020 5.68% 3.58%
1970-1989 6.46% 6.23%
1990-2020 5.51% 237%
51,000 §917
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performance is not indicati v in an index.

At an individual company level, the below table shows the dividend per share of the 20
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Targest U.S. dividend payers. Seventeen out of 20 of these companies have had annualized
dividend growth greater than 3% over the past five years, well ahead of the Fed’s 2%
average inflation target. Several have even grown greater than 10% annualized.

Top 20 U.S. Dividend Payers

Indicated Dividend
Per Share (DFS)

Dividend Stream (bn) Percent Change

Microsoft Corporation $2.24 $2.24 $16.94 $16.94

AT&T Inc. $2.08 $2.08 $14.82 $14.82 -

Exxon Mobil Corporation $3.48 $3.48 $14.71 $14.71 -

Apple Inc. $0.82 $0.82 $13.94 $13.94 -

JPMorgan Chase & Co. $3.60 $3.60 $10.97 $10.97 -

Johnson & Johnson $4.04 $4.04 $10.64 $10.64 -

Verizan Communications Inc. $2.51 $2.51 $10.39 $10.39 -

Chevron Corporation $5.16 $5.16 $9.93 $9.93 - 4.74%
AbbVie, Inc. $5.20 $5.20 $9.18 $9.18 - 18.56%
Pfizer Inc. $152  $156 $8.45 $8.67 5.88%
Procter & Gamble Company $3.16 $3.16 $7.84 $7.84 - 3.34%
Philip Morris International Inc. $4.80 $4.80 $7.48 $7.48 - 3.70%
Coca-Cola Company $1.64 $1.68 $7.05 s722 EECEE 291%
Merck & Co, Inc. $2 60 $2 60 $6.58 $6.58 - 7.78%
Home Depot, Inc. $6.00 $6.60 $6.46 $7.11 10.00%

Altria Group Inc $3.44 $3.44 $6.39 $6.39 -

Bank of America Corp $0.72 $0.72 $6.23 $6.23 -

Walmart Inc. $2.16 $2.20 $6.12 $6.23 1.85%

Cisco Systems, Inc. $1.44 $1.48 $6.08 $6.25 2.78% 9.10%
International Business Machines Corporation  $6.52 $6.52 $5.81 $5.81 - 417%

Sources: WisdomTree, FactSet, MSCL. Top 20 dividend payers from the WisdomTree U.S. Dividend Index eligible universe as of November 30, 2020.
November 30, 2020, represents the annual screening date for the WisdomTree U.S. Dividend Index. Dividend Stream represents the indicated
dividend per share x shares cutstanding. Shares outstanding for each company held constant as of Novernber 30, 2020. Syr DPS Growth as reported

by M3CI as of each company’s |atest fiscal year-end filing.

wisdomTree Dividend Solutions

wisdomTree has eight domestic dividend Indexes representing different market caps (total
market, Targe cap, mid-cap, small cap) and styles (quality or high dividends).

wisdomTree U.S. Dividend Indexes

'u"u’:z;.:h:umTrEeE U.S. Index Related WisdomTree ETF

Total Dividend WTDI 6/1/2006 U.5. Dividend (DTD)

LargeCap Dividend WTLDI 6/1/2006 U.S. LargeCap Dividend (DLMN)
MidCap Dividend WTMDI  6/1/2006 U.S. MidCap Dividend (DON)
SmallCap Dividend WTSDI  6/1/2006 U.5. SmallCap Dividend (DES)

Quality Dividend Growth WTDGI  4/12/2013 U.5. Quality Dividend Growth (DGRW)
SmallCap Quality Dividend Growth ~ WTSDG ~ 4/12/2013 U.S. SmallCap Quality Dividend Growth (DGRS)
High Dividend WTHYE  6/1/2006 U.S. High Dividend (DHS)

Dividend ex-Financials WTDXF  5/1/2009 U.S. Dmvdend ex-Financials (DTN)

For definitions of Indexes in the table, please visit our glossary.

For investors seeking alternative sources of income to fixed income, consider the equity
income potential from broadly diversified baskets of U.S. dividend payers.

while the market cap-weighted S&P 500 1is now yielding just under 1.5%, WisdomTree’s
total market dividend Index-the WisdomTree U.S. Dividend Index (WTDI)-yields 2.7%. For

investors with higher dincome needs, the wisdomTree U.S. High Dividend Index
(WTHYE) yields greater than 4%.

Indicated Dividend Yield
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Sources: WisdomTree, FactSet, as of 3/31,/21. Past performance is not indicative of future results. You cannot invest directly in an index. WTDI =
WisdomTree U.S. Dividend Index; WTLDI = WisdomTree U.S. LargeCap Dividend Index; WTMDI = WisdomTree U.S. MidCap Dividend Index; WTSDI =
WisdomTree U.5. SmallCap Dividend Index; WTDGI = WisdomTree U.5. Quality Dividend Growth Index; WTSDG = WisdomTree U.5. SmallCap

Dividend Growth Index; WTHYE = WisdomTres U.S. High Dividend Index; WTDXF = WisdomTree US. Dividend ex-Financials Index.

For more timely information on U.S. dividends, check out our regularly updated dividend
monitor on our website.

Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Funds
focusing their 1investments on certain sectors and/or smaller companies increase their
vulnerability to any single economic or regulatory development. This may result 1in
greater share price volatility. Please read each Fund’s prospectus for specific details
regarding the Fund’s risk profile.

Dividends are not guaranteed, and a company currently paying dividends may cease paying
dividends at any time. References to specific securities and their dissuers are for
illustrative purposes only and are not intended to be, and should not be interpreted as,
recommendations to purchase or sell such securities.

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 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 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.

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


https://wisdomtree.com/~/link.aspx?_id=629EA1A21F5646E3B6A5AD58E8AAAB5C&_z=z
https://wisdomtree.com/#externalLinkModal

wWisdomTree BLOG ARTICLE

DEFINITIONS

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

Diversification : A risk management strategy that mixes a wide variety of investments
within a portfolio.

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.

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

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.

Federal Reserve : The Federal Reserve System 1is the central banking system of the
United States.

as a futures contract.

Treasury Inflation-Protected securities (TIPS) : Bonds issued by the U.S.
government. TIPS provide protection against inflation. The principal of a TIPS increases
with inflation and decreases with deflation, as measured by the Consumer Price Index.
when a TIPS matures, you are paid the adjusted principal or original principal,

whichever is greater.

Market capitalization-weighting : 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.
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