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Just over 10 years ago, at the height of the technology bubble, Cisco was a $600 billion

company and the largest market cap stock in the world. Today that title belongs to

Apple. Apple is known for innovations, and the iDividend, Apple’s first dividend in two

decades, appears to be applying extra pressure on other tech companies to keep pace with

this latest trend of paying more dividends. Five years ago, in 2007, technology stocks

paid just 5.6% of the total dividends in the United States.1 Today, with the latest

announcements from Apple, Cisco, Dell and others, tech stocks comprise over 13.2% of all

U.S. dividends. This growth rate is unparalleled by any other sector and could help

attract more demand for their shares. Cisco has been a languishing tech stock for much

of the last decade. With its latest 75% dividend hike, one can reasonably say that Cisco

has transformed from being one of the market’s premiere growth stocks to resembling a

more traditional value and high-dividend stock. I take this news as yet another sign of

the cash flows underpinning the technology sector as a whole and welcome these new tech

companies to the dividend growth club. But if you’re expecting Apple, Cisco or Dell to

show up in several popular dividend-focused ETFs, you could be waiting a very long time.

A number of popular dividend ETFs have growth screens that require a company to have

raised dividends for 10 to 20 years before they can become eligible for inclusion. While

I understand that a proven history of growth theoretically provides some semblance of

assurance that a company can continue to pay dividends, I believe these ETFs may be

missing the forest for the trees (not to mention taking an undue stock selection risk by

concentrating their exposure on a smaller number of firms that meet these explicit

criteria). In August 2012, Apple paid its first dividend in nearly two decades. The

company will not be eligible for many of the largest dividend ETFs until 2023 or even

2033—and neither will Dell. Cisco, because it started paying in 2011, has a one-year

head start on Apple and Dell. Cisco currently is a member in the WisdomTree Domestic

Dividend Indexes (and thereby any WisdomTree Index ETFs designed to track them), and

Apple and Dell, now that they are dividend payers as well, will be eligible for

inclusion at the next rebalance. WisdomTree screens the U.S. equity universe each year

on November 30, with the next screening falling on November 30, 2012. On this date,

constituent eligibility is determined for the next 12-month period.   For more

information, read my commentary. Find out more about the WisdomTree approach to

dividends.   1Based on the WisdomTree Dividend Index, as of the annual Index rebalance on

November 30, 2007.

Important Risks Related to this Article

You cannot invest directly in an index. This should not be considered a recommendation

to participate in any particular trading strategy. The following WisdomTree Funds hold

Cisco, Apple and/or Dell stock: EXT, EPS, EZM, EES, EZY and ROI. The following

WisdomTree Funds hold just Cisco: DLN, DTD.
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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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