
WISDOMTREE BLOG

Screening for quality: Deconstructing our 
Quality Dividend Growth strategies
Published 1 June 2017

WisdomTree

Contributor

Income investors need not fear the Fed’s rate hikes. Opportunities persist despite recent pressure on 

high-dividend yield strategies, and income investors looking to position around tightening credit conditions 

efficiently may consider a contrasting style exposure within dividend payers: Companies’ ability to grow 

dividends sustainably, as opposed to large dividend pay-outs.

Underpinning WisdomTree’s Quality Dividend Growth strategies is a combination of quality and growth 

factors designed to include stocks that will create long-term capital and dividend growth. It is a total return 

performance proposition—not a high yield strategy. In this blog, we outline important elements that the 

methodology of our Quality Dividend Growth strategies employ:

1) It screens for dividend growth potential: Quality Dividend Growth captures future dividend growers by 

targeting dividend-payers offering the best growth and quality factors. This involves selecting top-ranking 

stocks based on a combination of long-term earnings growth expectations (50% weight), three-year 

average return-on-equity (25% weight) and three-year average return-on-assets (25% weight).

2) It weights by cash dividends for greater stability: Whilst the strategy screens for growth and quality, 

the weighting process rewards the largest cash dividend payers by assigning the largest weight. This offers 

potential for additional stability by tilting to sustainable dividend payers with stronger cash generating ability 

and less leveraged balance sheets.

3) It captures emerging dividend opportunities: The IT sector has been a key driver of dividend growth 

in recent years with companies like Apple beginning dividend payments again in 2012. Forward-looking 

strategies like WisdomTree’s Quality Dividend Growth capture these dividend opportunities early on, only 

requiring 12 months’ cash dividend history for companies to be eligible in the basket. This contrasts with 

many popular dividend strategies, such as the Dividend Aristocrats, which require 5, 10 or even 20 years of 

consecutive dividend increases before eligibility criteria are met. This backwards-looking approach restricts 

investors’ exposure to dividend leaders like Apple and fails to capture growth opportunities as they arise.

4) Overweight cyclicals: Quality dividend-paying baskets offer a concentrated, cyclical basket of IT, 

Industrials and Consumer stocks that are typically lower yielding than Telecoms, Utilities and Energy 

sectors, but have better outperformance potential in a rising rates environment and amidst a bullish global 

outlook.
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5) An investment solution for income and total return investors: Stock selection based on fundamental 

strength have powered WisdomTree’s Quality Dividend Growth strategies and beaten their respective 

MSCI market-cap benchmarks across all time periods since inception (as shown in Figure 1). Coupled 

with dividend yields north of 2% and on par with market-cap peers, the strategy may offer an investment 

solution for both income-seeking and total return investors.

Figure 1: WisdomTree’s Quality Dividend Growth Strategies by geographic exposure

Excess annualised returns vs MSCI market-cap benchmarks, as at 28 April 2017

Table 1: WisdomTree Quality Dividend Growth strategies returns versus their relevant indices

WisdomTree US Quality Dividend Growth

WisdomTree Global Quality Dividend Growth

MSCI World

WisdomTree Eurozone Quality Dividend Growth

Source: WisdomTree, Bloomberg. Data from 30/04/2007 to 28/04/2017. Returns based on net total returns. 

MSCI benchmarks represented by MSCI USA, MSCI World and MSCI EMU. Past performance is not 

indicative of future performance.

You might also be interested in reading…

+ Balancing global opportunities against regional risks: Why you might consider global quality equity

+ US corporate tax cuts: What’s the upside for equities?

Our offering

WisdomTree’s Quality Dividend Growth strategies offer exposures to various geographies including Euro-

zone, Global developed and US equities as shown in the table below:

+ WisdomTree Eurozone Quality Dividend Growth UCITS ETF - EUR Acc (EGRA/EGRG)

+ WisdomTree Eurozone Quality Dividend Growth UCITS ETF - EUR (EGRW/EGRP)

+ WisdomTree Global Quality Dividend Growth UCITS ETF - USD Acc (GGRA/GGRG)

+ WisdomTree Global Quality Dividend Growth UCITS ETF - USD (GGRW/GGRP)

+ WisdomTree US Quality Dividend Growth UCITS ETF - USD Acc (DGRA/DGRG)

+ WisdomTree US Quality Dividend Growth UCITS ETF - USD (DGRW/DGRP)
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https://www.wisdomtree.eu/blog/2017-05-18/balancing-global-opportunities-against-regional-risks-why-you-might-consider-global-quality-equity
https://www.wisdomtree.eu/blog/2017-05-12/us-corporate-tax-cuts-whats-the-upside-for-equities
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Important Risks Related to this Article

Important Information
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general 

information only and is neither an oer for sale nor a solicitation of an oer to buy securities or 

shares. This document should not be used as the basis for any investment decision. Investments 

may go up or down in value and you may lose some or all of the amount invested. Past performance 

is not necessarily a guide to future performance. Any decision to invest should be based on the 

information contained in the appropriate prospectus and aer seeking independent investment, tax 

and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or 

opinions expressed in this communication represent the views of WisdomTree and should not be construed 

as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of 

any of the views or opinions expressed in this communication. Any decision to invest should be based on 

the information contained in the appropriate prospectus and aer seeking independent investment, tax and 

legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other 

step in furtherance of a public oering of shares or securities in the United States or any province or territory 

thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or 

indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree 

does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own 

opinions related to product or market activity, these views may change. Neither WisdomTree, nor any 

ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this document or its contents.
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