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Lately, there has been a lot of noise around special, one-time dividend announcements

being made to avoid anticipated higher dividend tax rates in 2013, with many executives

trying to lock in distributions at the currently preferential tax rate on qualified

dividends of 15%. Last I counted, there were over 100 companies that had announced

special dividends in 2012, with distributions totaling just over $25 billion and the

largest distribution, $3 billion, being made by Costco1. Those harping on the one-time

are missing what I believe is the bigger dividend story of 2012—that regular cash

dividends in 2012 exhibited their third consecutive year of double-digit growth, to

reach a new record level of $329 billion2. Regular indicated cash dividends were up

nearly $45 billion year over year—a growth in regularly paid cash dividends nearly two

times greater than the amount of special one-time dividends3. Special dividends are, by

definition, one-time events. I believe these special dividends speak to the past success

of the companies paying them. The payers of these special dividends decided that 2012 is

as good a time as any to distribute their accumulated cash to shareholders—and I

understand the tax timing motivation. But I do not believe these special dividends

reveal any special signal about the future prospects of these companies. By contrast, I

believe the commitment to initiate or increase regular, quarterly payments of the

constituents in the WisdomTree Dividend Index—to the tune of approximately $45 billion

this year, a new record level—is much more important. This commitment of higher regular

dividends illustrates that fundamentals are strong and, now, have passed their previous

peak before the financial crisis4. Despite the tax uncertainty, the new record regular

dividend levels speak to the health of the corporate cash flows and, I believe, serves

as an important signal for the future. Furthermore, I believe we will reach another new

record dividend stream next year. Why? While there were over 100 companies that paid

one-time special dividends,5 there were many more companies that initiated or grew their

regular payments this year. In total, there were 124 new additions to the U.S. dividend-

paying segment6, contributing roughly $17.3 billion of the increased dividends. Notable

regular cash dividend initiators included: - Apple, which initiated a nearly $10 billion

indicated cash dividend with its first quarterly payments since discontinuing its

regular dividend in 2/13/1996, comprising a 3.03% weight in the WisdomTree Dividend

Index as of November 30, 2012. - Dell, which initiated an approximately $560 million

indicated cash dividend—the first in its history—and comprised a .17% weight in the

WisdomTree Dividend Index as of November 30, 2012. - Ford Motor company, which initiated

an approximately $750 million indicated cash dividend, its first since 9/15/2006, as its

prospects continued to improve after the 2008–09 crisis. This led to a weight of .23% in

the WisdomTree Dividend Index as of November 30, 2012. Moreover, some of the largest

dividend payers grew their already substantial dividends by very large amounts over the

past year (11/30/11–11/30/12, “the period”): - Exxon, which grew its regular indicated

dividend stream from $9.0 billion to $10.4 billion over the period—an increase of

approximately $1.4 billion, leading to a weight of 3.16% in the WisdomTree Dividend
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Index as of November 30, 2012, the largest individual weight in the Index. - Cisco,

which raised its regular indicated dividend approximately 133%, or approximately $1.68

billion, over the period, leading to a weight of .90% in the WisdomTree Dividend Index

as of November 30, 2012. - Microsoft. The firm that paid one of the largest special

dividends ever by a U.S. company—approximately $30 billion in December of 20047—increased

its regular indicated cash dividend by over $1 billion over the period and now pays

close to $8.0 billion annually, leading to a weight of 2.35% in the WisdomTree Dividend

Index as of November 30, 2012. In conclusion, I do not believe these special dividends

deserve any special attention. At WisdomTree, we employ an inclusive approach to our

Dividend Index construction: capturing all regular dividend payers and assigning the

most weight to the companies who pay the most in regular indicated cash dividends each

year. For more insight on how regular dividends have changed this year, see my previous

blog on our annual Dividend Index rebalance, which occurs this month.   For the most

recent holdings information of the WisdomTree Total Dividend Fund (DTD), that is

designed to track the Wisdomtree Dividend Index, please click here.     1Based on the

constituents of the WisdomTree Dividend Index. Source: Bloomberg. 2Source: Bloomberg, as

of 11/30/2012 Index Screening. 3Source: Bloomberg, as of 11/30/2012 Index Screening.

4Refers to the prior peak of the dividend stream of the WisdomTree Dividend Index, as of

11/30/2007. 5Based on the constituents of the WisdomTree Dividend Index. 6There were 124

additions to the WisdomTree Dividend Index as a result of the 11/30/2012 Index

screening. 7La Monica, Paul R., “Microsoft’s $75 Billion Cash Reward.” Money.CNN.com,

July 21, 2004.

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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