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In recent weeks, the world’s most highly valued technology company, Apple, increased its

annual dividend per share by more than 10%. Exxon, America’s largest energy company,

raised its annual payout by nearly 6% per share. In an environment where profit growth

on the S&P 500 may be plateauing, the fact that America’s two largest dividend-paying

companies announced healthy dividend increases is, I believe, a healthy signal for the

overall U.S. stock market. Of the top 20 dividend-paying companies in America, listed

below, six typically raise their annual dividend payments during the quarter that will

end on June 30. The good news is that five of those six already have done so. In

addition to Apple and Exxon, Johnson & Johnson, Wells Fargo and Proctor & Gamble have

all announced dividend increases in recent weeks. Only Chevron, contending with lower

oil prices, has chosen to maintain its dividend at current levels. Top Twenty Largest

Indicated Dividend Payers   

 For definitions of

terms in the chart, please visit our glossary. Dividend growth matters because, over

time, it propels equity markets to higher levels. Today, roughly 88% of the weight in

the S&P 500 Index is in dividend-paying stocks.1 Dividend-payers are not minor players in

the market; these stocks are driving nearly 90% of the return of the U.S. stock market.

How, then, are dividend payers progressing this year as a category with respect to their

aggregate dividend growth? On November 30 of each year, WisdomTree identifies all the

common stocks and real estate investment trusts (REITs) that pay regular cash dividends.

Those that pass our market capitalization, liquidity and other selection requirements

typically are included in the WisdomTree Dividend Index, the broadest measure of U.S.

dividend-paying stocks. Last year, the more than 1,400 companies selected for inclusion

in the WisdomTree Dividend Index were indicated to pay more than $410 billion in cash

dividends for the coming year, based on their most recently declared dividend per share.2

As the table above demonstrates, of the 20 largest dividend payers in the U.S., 13 have

already raised their dividend per share since the end of November. Overall, we estimate

that the aggregate Dividend Stream® for all the companies in the WisdomTree Dividend
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Index increased 4% between November 30, 2014 and April 30, 2015. This suggests to me

that aggregate dividend-per-share growth in the U.S. could once again approach double

digits in 2015. This is a bullish sign for the market for two reasons. First, over the

past 60 years, while the total return of the S&P has averaged about 10.5% on an

annualized basis, aggregate dividend growth has compounded at roughly 5.5% per year.3 So

2015 is shaping up to be a year in which overall dividend growth will likely outpace its

long-term average. Second, in a world of low and negative interest rates, higher

aggregate dividends increase the floor upon which the U.S stock market can be valued.

This will become particularly important should first-quarter share profits on the S&P

500 decline relative to the first quarter of 2014. If corporate executives are confident

enough to keep increasing dividends during a period when earnings slow or contract, it

may be a signal that they believe the current earnings lull is temporary. U.S.

multinationals have been affected by unfavorable currency translations brought about by

a stronger dollar over the last two quarters. The collapse in oil prices has also had a

real impact on the earnings potential of U.S. energy producers. But at the same time,

those hits, absorbed in the fourth quarter of 2014 and first quarter of 2015, also mean

that the same companies will face much easier comparisons when they report earnings for

those periods nine to 12 months from now. Put another way, a year from now, instead of

worrying about a profit recession, the financial press may once again be reporting on

resumed corporate earnings growth in the United States. If coupled with strong dividend

growth, that would, I believe, lead to higher U.S. stock values nine to 12 months from

now.         1Source: Bloomberg, 5/1/15. 2Source: WisdomTree, 11/30/14. 3Source: Robert

Shiller, 12/31/1957?3/31/2015.

Important 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.

Several WisdomTree Funds hold the companies mentioned in the article. Please visit

wisdomtree.com for the Funds’ current holdings.

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)

 

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

Dividends per Share : The sum of declared dividends for every ordinary share issued.

Dividend per share (DPS) is the total dividends paid out over an entire year (including

interim dividends but not including special dividends) divided by the number of

outstanding ordinary shares issued.

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 : A portion of corporate profits paid out to shareholders.

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

Real estate investment trust (REIT)      : Investment structure containing a basket of

different exposures to real estate, be it directly in properties or in mortgages.

Returns predominantly relate to changes in property values and income from rental

payments.

Market Capitalization   : 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.

Liquidity  : The degree to which an asset or security can be bought or sold in the

market without affecting the asset’s price. Liquidity is characterized by a high level

of trading activity. Assets that can be easily bought or sold are known as liquid asset.

WisdomTree Dividend Index    : Measures the performance of dividend-paying companies

incorporated in the United States that pay regular cash dividends and meet WisdomTree’s

eligibility requirements. Weighted by indicated cash dividends.

Trailing 12-month dividend per share      : A firm’s dividends paid over the prior 12-

month period, divided by the number of shares outstanding.

Bullish : a position that benefits when asset prices rise.

Real interest rate    : Interest rate accounting for the impact of inflation. From the

nominal interest rate, which does not account for the impact of inflation, the rate of

inflation is subtracted to get to the real interest rate.
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