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Barron’s recently published a cover story titled “Yes, You Can Retire on Dividends. 10 Stocks to Build an
Income Stream for the Long Haul.”

We know the theory of living off dividends in retirement makes some total-return-focused investors uneasy.
But as we wrote in a recent post, and as can be inferred from this Barron’s cover story, it is impossible to
deny that dividends—and dividend growth—matter to a large and growing group of retired investors.

Building a Diversified Portfolio

What may be most surprising to investors less familiar with dividend-focused portfolios is that you can
achieve good sector diversification—particularly in large caps—when targeting cash dividends.

In the below table, we can see that the Dividend Stream® of the S&P 500 over the past nine years has
been relatively stable from a sector distribution perspective.

A few notable trends:

e Consumer Staples dropped from the top dividend sector to only the fourth largest
e Financials improved from the fifth to the second largest

e Information Technology emerged as the largest dividend sector

Two of the high-yield sectors that are often considered “bond proxies"—Real Estate and Utilities—are only
the tenth and eighth largest.

While there is greater risk assumed from a company'’s dividend compared to interest income, 2020 offered
a remarkable example of the resilience of cash dividends from large-cap U.S. companies.

For all the economic uncertainty, S&P 500 dividends still grew by just under 2%. Over the eight years
between 2012 and 2020, S&P 500 dividends grew a healthy 7% annualized.

Sector Dividend Stream
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‘S&P 500 - Dividend Stream ($Bn)

Communication Senices $23.34 524 63 525 46 530 88 $30.39

Consumer Discretionary $20.58 $22.17 $27.43 $31.35 $32.56 $3132

Consumer Staples [TSAT3T sa6a1 . sas80 88602 96849

Energy $30.76 $36.28 34214 34529 337.76 $37.80

Financials $32.20 $35.08 $41.66 546.71 $49.81 556.44

Health Care $35.09 $35.16 340.25 $45.24 $48.18 $53.16

Industrials $32.63 $34.08 $39.58 342.93 $43.95 $47.22

Information Technology $37.12 -

Materials

Real Estate - 52184 | 52093 52336

Utilities 518.47 $19.07 52132 | 52298 | $2375 52661 52855
Total $296.85 $323.17 $368.32 $399.55 $418.01 $438.62 $473.15 $502.03 $510.59 7.01%

Sources: WisdomTree, FactSet, S&P Dividends include specials except for those identified as directly related to a spin-off. You cannat invest directly in an index.

Growing Income Stream

Inflation uncertainty has been lurking for several months. The economy is reopening at the same time as
stimulus checks have been sent out, plus talk of trillions in infrastructure spending. All these factors point
toward an economy heating up.

While the Federal Reserve is portraying calm on inflation concerns, investors seem to be a bit more skittish.

As a hedge against inflation, investors have been piling into negative-yielding inflation-protected Trea-
suries.

10-Year U.S. TIPS Yields (1/31/1997-3/31/2021)
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Source: FRED. You cannot invest directly in an index. Past performance is not indicative of future results.
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But for investors with a greater risk tolerance and/or longer time horizons, equity income may be a more
attractive inflation hedge.

Since 1957, dividends have grown by an average of 5.7% per year—more than 2% above the rate of
inflation. This was true during high-inflation periods (the '70s and '80s), when inflation averaged more than
6%. It's also been true during low-inflation periods, such as the last three decades.

Inflation and Dividends
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Source: Bob Shiller, hitp:/fwww.econ yale edu/™shiller/data him, from 12/31/1957-12/31,/2020. CPl: Consumer Price Index. Past

performance is not indicative of futures results. You cannot invest directly in an index.

At an individual company level, the below table shows the dividend per share of the 20 largest U.S. dividend
payers. Seventeen out of 20 of these companies have had annualized dividend growth greater than 3%
over the past five years, well ahead of the Fed’s 2% average inflation target. Several have even grown
greater than 10% annualized.

Top 20 U.S. Dividend Payers
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Indicated Dividend

Per Share (DPS) Dividend Stream (bn) Percent Change

Name 130120 | 3 1130r20 | 31721 | Snce | SyroPs

13012 Growth
Microsoft Corporation §2.24 §2.24 $16.94 $16.94 =
AT&T Inc. 3208 $208 $14 82 $14.82 -
Exxon Mobil Corparation $3.48 $3.48 51471 $14.71 -
Apple Inc. 5082 $0.82 $13.94 $13.94 -
JPMorgan Chase & Co. $3.60 $3.60 $10.97 | $10.97 -
Johnson & Johnson $4 04 $4.04 $10.64 $10.64 =
Verizon Communications Inc. $2.51 $2.51 $10.39 $10.39 -
Chevron Corporation $5.16 $5.16 $9.93 $9.93 =
AbbVie, Inc. $5.20 $5.20 $9.18 $9.18 - e
Pfizer Inc. $1.52 $1.56  $845  $867 588
Procter & Gamble Company $3.16 $3.16 $7.84 $7.84 . | 3.34%
Philip Morris International Inc. $4.80 $4.80 $7.48 §7.48 =
Coca-Cola Company $1.64 $1.68 $7.05 $7.22 3.91%
Merck & Co_, Inc. $2 60 $2 60 $6.58 $6.58 - -~ T778%
Home Depot, Inc. $6.00 $660 @ $646 | s7.11 [N
Altria Group Inc $3.44 $3.44 $6.39 $6.39 -
Bank of America Corp $0.72 $0.72 $6.23 $6.23 -
Walmart Inc. 3216 $220 $6.12 $6.23 1.85%
Cisco Systems, Inc. 3144 $1.48 $6.08 $6.25 278% 9.10%
International Business Machines Corporation  $6.52 $6.52 $5.81 $5 81 - 417%

Sources: WisdomTree, FactSet, MSCL. Top 20 dividend payers from the WisdomTree U5, Dividend Index eligible universe as of November 30, 2020.
MNovember 30, 2020, represents the annual screening date for the WisdomTree U.S. Dividend Index. Dividend Stream represents the indicated
dividend per share x shares cutstanding. Shares outstanding for each company held constant as of Movember 30, 2020. Syr DPS Growth a5 reported

by M3Cl as of each company’s latest fiscal year-end filing.

WisdomTree Dividend Solutions

WisdomTree has eight domestic dividend Indexes representing different market caps (total market, large
cap, mid-cap, small cap) and styles (quality or high dividends).

WisdomTree U.S. Dividend Indexes

Style WisdomTree U.S. Index Index Ticker Imhjj::;nnn Related WisdomTree ETF
Date
Total Dividend WTDI 6/1/2006 U.S. Dividend (DTD)
LargeCap Dividend WTLDI 6/1/2006 U5 LargeCap Dividend {DLN})
MidCap Dividend WTMDI  6/1/2006 U.S. MidCap Dividend (DOM)
SmallCap Dividend WTSDI 6/1/2006 U.S. SmallCap Dividend (DES)
Quality Dividend Growth WTDGI 41272013 5. Quality Dividend Growth (DGRW)
SmallCap Quality Dividend Growth ~ WTSDG  4M12/2013 U.S. SmallCap Quality Dividend Growth (DGRS)
High Dividend WTHYE  6/1/2006 U.S. High Dividend (DHS)
Dividend ex-Financials WTDXF 5172009 U.S. Dividend ex-Financials (DTN}

For definitions of Indexes in the table, please visit our glossary.
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For investors seeking alternative sources of income to fixed income, consider the equity income potential
from broadly diversified baskets of U.S. dividend payers.

While the market cap-weighted S&P 500 is now yielding just under 1.5%, WisdomTree’s total market
dividend Index—the WisdomTree U.S. Dividend Index (WTDI)—yields 2.7%. For investors with higher
income needs, the WisdomTree U.S. High Dividend Index (WTHYE) yields greater than 4%.

Indicated Dividend Yield
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Sources: WisdomTree, FactSet, as of 3/31/21. Past performance is not indicative of future results. You cannot invest directhy in an index. WTDI =
WisdomTree U5, Dividend Index; WTLDI = WisdomTree U.S. LargeCap Dividend Index; WTMDI = WisdomTree U.5. MidCap Dividend Index; WTSDI =
WisdomTree .S, SmaliCap Dividend Index; WTDGI = WisdomTree U.5. Quality Dividend Growth Index; WTSDG = WisdomTree LS. SmaliCap

Dividend Grawth Index; WTHYE = WisdomTres U5, High Dividend Index; WTDXF = WisdomTree U S. Dividend ex-Financials Index.

For more timely information on U.S. dividends, check out our regularly updated dividend monitor on our
website.
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Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Funds focusing their invest-
ments on certain sectors and/or smaller companies increase their vulnerability to any single economic
or regulatory development. This may result in greater share price volatility. Please read each Fund’s
prospectus for specific details regarding the Fund’s risk profile.

Dividends are not guaranteed, and a company currently paying dividends may cease paying dividends at
any time. References to specific securities and their issuers are for illustrative purposes only and are not
intended to be, and should not be interpreted as, recommendations to purchase or sell such securities.
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