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WisdomTree conducts an annual rebalance of its U.S. Dividend Index family every

December, with the annual screening date occurring on the last trading day of every

November. This rebalance provides a plethora of data about how dividends for the U.S.

equity markets have changed over time. Below are key highlights, but for full details on

this year’s rebalance, you can read more here. Key Features:  • New Record Dividend 

Stream: 2012 marks the third consecutive year of double-digit growth for the dividend

stream of the WisdomTree Dividend Index (“U.S. dividend stream”). Remarkably, the

cumulative decline of more than 23% from November 30, 2007, to November 30, 2009, has

been erased, and November 30, 2012, marks the setting of a new record high that is

approximately 14% greater than the mark set November 30, 2007. • Ex-Financials vs.

Financials: As of November 30, 2012, the U.S. dividend stream for the nine sectors

excluding Financials more than 42% higher than the level seen on November 30, 2007.

Financials, on the other hand, are still nearly 43% below their November 30, 2007,

levels. • Tech Titan Growth:   Information Technology sector dividends have grown a

remarkable 172.18% since November 30, 2007. At the prior peak, this sector comprised

only about 5.6% of the dividend stream, whereas now it comprises more than 13% and is

the third-largest dividend-paying sector behind Consumer Staples and Financials. • More

Diversified Dividend Stream:   On November 30, 2007, approximately one-third of the

U.S. dividend stream came from the Financials sector. As of the new November 30, 2012,

peak, the Financials sector comprises only about 16.7% of the U.S. dividend stream, and

no single sector comprises more than 20%. • Dividends Despite Tax Uncertainty:   Even

though the potential tax policy and specific tax rate on dividends remain uncertain for

2013, there was widespread dividend growth across the market. For instance, of the 20

largest dividend payers in the United States, 19 raised their indicated dividends per

share over the prior 12 months, and one, Apple, Inc. (AAPL), initiated a dividend1.

Largest Dividend Initiators (Additions) to the WisdomTree Dividend Index (WTDI)

The November 30, 2012, rebalance screening makes it clear that the U.S. dividend stream

has grown significantly, and one reason for that growth is the increased number of

companies paying dividends: • Dividend Payer Coverage of Market Increasing:      As of

November 30, 2012, the S&P 500 Index had over 88%2 of its constituent weights in dividend

payers, signifying that dividend payers constitute a very large component of this widely

referenced index of U.S equity performance. • There were 124 additions to the U.S.

dividend stream this year, and they contributed an increase of about $17.3 billion. Over

50% of this increase comes from Apple, Inc. (AAPL)—the third-largest contributor to the

dividend stream behind only Exxon Mobil (XOM) and AT&T (T) at the November 30, 2012,

screening date. Valuation Impact  One of most popular questions of 2012 was, “Are

dividend-paying stocks expensive?” The WisdomTree rebalance is designed to adjust

weights on a concept of relative value. We examine the overall market valuation

characteristics of the broad dividend-paying U.S. equity market (WisdomTree Dividend

Index) as compared to the broad U.S. equity market, defined here as the Russell 3000

Index. This analysis showed: • The WisdomTree Dividend Index (WTDI) Exhibits Lower

WisdomTree BLOG ARTICLE

WisdomTree.com   1-866-909-WISE (9473)

https://wisdomtree.com/blog/glossary#rebalance
https://wisdomtree.com/blog/glossary#annual-screening-date
https://wisdomtree.com/-/media/US-Media-Files/Documents/resource-library/documents/schwartzcommentary/WT-Research-Commentary-12-12-12-46.ashx?la=en
https://wisdomtree.com/blog/glossary#dividend-stream
https://wisdomtree.com/blog/glossary#s&p-500-index
https://wisdomtree.com/blog/glossary#valuation
https://wisdomtree.com/blog/glossary#wisdomtree-dividend-index


Price-to-Earnings (P/E) Ratios:   Ultimately, in 9 of the 10 sectors, WTDI exhibited

lower P/E ratios than the Russell 3000 Index, with Financials being the lone exception.

• Price-to-Cash Flow Ratio: In 9 of the 10 sectors, WTDI exhibited lower price-to-cash

flow ratio than the Russell 3000 Index. • This valuation analysis shows that while

certainly there are exceptions to this on an individual stock basis, in aggregate we do

not find evidence that dividend payers have become expensive compared to the broader

market. Conclusion The WisdomTree annual rebalance is a key element of the added value

of WisdomTree’s Index methodology. We interpret this year’s aggregate 16% dividend

growth of the U.S. dividend stream as a very positive indicator of underlying market

fundamentals—that companies, despite ongoing tax uncertainty going into 2013—still

managed to grow their dividends. AAPL was an example of a very large-scale initiation.

It is at each annual Index screening and rebalance that WisdomTree engages in a

disciplined process to adjust weight based on changes in relative value—specifically the

measure of relative value implied by the relationships of price growth versus dividend

growth. The newly refreshed weights and constituents of WisdomTree’s U.S. Dividend

Indexes thus provide important benchmarks for gauging the performance of different

cross-sections of the U.S. dividend-paying universe.   WisdomTree's Jeremy Schwartz 

and S&P's Howard Silverblatt discuss the current trends in technology companies

paying more dividends. Hear the     podcast.   1Refers to the 20 largest payers of

indicated dividends in the WisdomTree Dividend Index, which also comprise the 20 largest

Index weights. 2Bloomberg, as of 11/30/2012.

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 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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