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“The market1 looks expensive” is a common refrain we hear today. Sure, after a seven-year

bull, the U.S. market as a whole looks more expensive. Yet some prognosticators say we

can get as low as zero real returns from the U.S. markets over the coming years. This is

too pessimistic in my view, and I will point to the part of the market that looks most

attractive to me from a return expectation standpoint. Professor Jeremy Siegel, in his

book Stocks for the Long Run, showed that the long-term average real (after-inflation)

return on stocks approximated 6.5% over many periods. Based on the dividend yield and

net buyback yields, I see our Quality Dividend Growth Index of stocks offering

valuations supportive of returns a tad lower than Siegel’s long-term research. The

summation of current dividend yield and net buyback yields can be viewed as an important

indicator for long-term return potential. The reason: An investor does not need to

assume there is any real growth on top of those two sources of returns. Net BuybackNet Buyback

YieldsYields  ShareholderShareholder

Yields: Dividend Yield Plus Net Buyback YieldYields: Dividend Yield Plus Net Buyback Yield 
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 Current ComparisonsCurrent Comparisons

In a blog post titled “Why Dividends and Buybacks Matter to Investors”, we showed how

t h e WisdomTree U.S. Quality Dividend Growth Index and the WisdomTree Dividend ex-

Financials Index had a combined dividend and net buyback yield close to 6%.2 These were

the two highest combined dividend and net buyback yields of our various U.S. Indexes,

and we believe they are two of the most attractively priced segments of the U.S. markets

from a pure valuation standpoint (measured solely on this dividend and net buyback

indicator). A few interesting benchmarks: The S&P 500 Index had a combined dividend and

net buyback yield of 4.36%.3 When we look at the large-cap universe of stocks over the

last 15 years, it has averaged a combined dividend and net buyback yield of 3.1%.4

Although the summation of the current dividend yield and net buyback yields for the

above are lower than Siegel’s constant of 6.5%, current readings don’t look expensive

compared to the recent 15-year history. Assuming no growth and no change in valuations

going forward, an investor could expect to earn the combined dividend and net buyback

yield, currently higher than the zero some prognosticators are predicting.        

1Market refers to the S&P 500 Index. 2Source: WisdomTree, as of 3/17/16. 3Sources:

WisdomTree, FactSet, Standard & Poor’s, as of 3/31/16. 4Sources: WisdomTree, FactSet,

3/31/01–3/31/16.

Important Risks Related to this ArticleImportant Risks Related to this Article

Dividends are not guaranteed, and a company’s future ability to pay dividends may be

limited. 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 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 INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.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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DEFINITIONSDEFINITIONS

BullishBullish  : a position that benefits when asset prices rise.

InflationInflation  : Characterized by rising price levels.

Dividend yieldDividend yield  : A financial ratio that shows how much a company pays out in dividends

each year relative to its share price.

Net Buyback YieldNet Buyback Yield  : A company’s net share buyback is the difference between the

capital raised by issuing new shares and the money the company spent on buying back any

outstanding shares. A positive net share buyback means that more was spent on buying

back existing shares than received from issuing new shares. Net buyback yield is the

amount of a company’s net buybacks divided by its market capitalization. Please note

that net buyback yield does not represent a dividend paid by the company.

ValuationValuation  : Refers to metrics that relate financial statistics for equities to their

price levels to determine if certain attributes, such as earnings or dividends, are

cheap or expensive.

S&P 500 IndexS&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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