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Apple rocked the investment world with a blowout quarter, announcing on January 27 record profits of
$18 billion for its latest quarterly reportl. These strong results were not just a record for Apple; it was the
greatest single quarter ever reported for any public company.2 IPhone sales were very strong, including
explosive growth in sales from China, up 70% over the year.3 Apple’s strong results mean it now has $178
billion in cash and marketable securities.4 Apple has been using its cash to increase its capital return

to shareholders in the form of both dividend and buybacks. Apple’s dividend payment is a relatively new
phenomenon—it paid its first quarterly dividend since the mid 1990s in August 20125 . On a split-adjusted
basis, Apple was paying $1.51 annualized per share in that first payment.6 Two and a half years later,
Apple has raised its annual dividend a cumulative 25% to $1.88, paying 47 cents per quarter for each of
the last four quarters.7 With these very strong results in the latest quarter, it's reasonable to expect good
news in Apple’s next dividend announcement. For context, Apple raised its quarterly dividend 7.9% in the
second quarter of 2014.8 And while the past never guarantees the future, | would be looking for a further
acceleration in the dividend hike. The question for investors: Is your dividend exchange-traded fund
(ETF) capturing Apple’s strong growth? It depends if your dividend ETF tracks an index that weights BY
dividends or one that weights FOR dividends. For example, the NASDAQ U.S. Dividend Achievers Select
Index is a popular dividend growth index that requires 10 consecutive years of continual dividend growth to
qualify for inclusion. However, the WisdomTree U.S. Dividend Growth Index (WTDGI) does not have such
a requirement. Why does this matter? Because we believe that dividend indexes with backward-looking
growth screens may end up excluding some of the faster growing new dividend payers that may not have
10-year histories of dividend payments, much less dividend growth. The first time Apple could qualify for
inclusion in the NASDAQ index is in 2023—and that’s if (and only if) it continues to raise its dividend
every year between now and then. Apple today is the second largest dividend payer in America behind
Exxon Mobile.9 And in my opinion, it’s likely that Apple will be the largest dividend payer in the world

by the end of the year, given the oil price headwinds Exxon is facing and the blowout numbers we just
saw from Apple. A Focus on Quality, Return on Equity (ROE) Lead to Higher Dividend Growth Key
drivers of the stock selection in the WisdomTree U.S. Dividend Growth Index are return on equity, return
on assests and earnings growth. Return on equity, according to finance theory and the dividend discount
model, is intimately related to dividend growth. The higher the return on equity, the theory goes, the
higher the sustainable dividend growth of that company. Theory Meets Reality: When we look at the
constituents of the WisdomTree U.S. Dividend Growth ETF (DGRW), which tracks the performance of
WTDGI—and, by design, has a stock-selection model driven by ROE—and compare it to a universe of
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investable dividend-paying stocks represented by the broad market WisdomTree Dividend Index, which
contained more than 1,450 companies as of December 31, 2014, we see that the stocks within DGRW
historically have been growing dividends faster over the last one, three and five years.
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Sources: WisdomTree, Bloomberg, with data as of 12/31/14.

Median: The value within a dataset at which 30% of all observations occur above and 50% occur below. We compare DGRW,
which tracks the performance of the WisdomTree U5, Dividend Growth Index, to the WisdomTree Dividend Index because
the WisdomTree U.S. Dividend Growth Index applies its guality and growth-focused selection criteria to constituents of the
WisdomTree Dividend Index, thereby selecting a subset of dividend payers from the WisdomTree Dividend Index that have
the potential to exhibit faster dividend growth. The WisdomTree Dividend Index is meant to include all investable regular
dividend-paying companies in the United States and does not have selection

criteria focused on exhibiting any specific characteristics

For current holdings of the WisdomTree Dividend Index, click here. Apple’s strong gains and future dividend
growth potential raise the question, “Is my dividend ETF designed to capture today’s (and tomorrow’s)
dividend payers, or are these new technology companies going to be missing for a very long time?” We
see below that Apple was the second largest exposure in DGRW as of December 31, 2014. Do you really
want to wait until 2023 to hold Apple in your dividend ETF?
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Top 10 Constituents of DGRW Sector 10 Years of Rempam c:i?ec:::l:‘:::rs BASaL -
Dividend Growth? SF obiland Dividend Achievers
2 Select iIndex?
Growth
Exxon Mobil Corp Energy 5.6% Yes Yes
Apple Inc Information Technology 3.9% Mo 2023 No
Microsoft Corp Infarmation Technology 38% Yes Ho
Altria Group Inc Consumer Staples 29% Na 2019 No
PepsiCo Inc Consumer Staples 2.7% Yes fes
Intel Corp Information Technology 2.4% Ne 2024 Mo
McDonald's Corp Consumer Discretionary 2.4% Yes No
International Business Machines Corp Information Technology 23% et Yas
AbbVie Inc Health Care 2.1% Ne 2023 No
Home Depot Ing/The Consumer Discretionany 19% No 2019 No
Sources: WisdomTree, Bloomberg, with data as of 12/31/14. Subject to change.

For current holdings of the WisdomTree U.S. Dividend Growth Fund (DGRW), click here. 1Source: “Apple
Reports Record First Quarter Results,” Apple Press Info, 1/27/15. 2Source: “Apple Posts the Biggest
Quarterly Profit in History,” BBC News Business, 1/28/15. 3Source: “Apple Posts the Biggest Quarterly
Profit in History,” BBC News Business, 1/28/15. 4Source: “Apple Reports Record First Quarter Results,”
Apple Press Info, 1/27/18. 5Source: Bloomberg. On February 13, 1996, Apple canceled its quarterly
dividend. 6Source: Bloomberg. 7Source: Bloomberg, with last four ex-dividend dates being 5/8/14, 8/7/14,
11/6/14 and 2/5/15. 8Source: Bloomberg, with ex-dates from 2/6/14 to 5/8/14 being measured. 9Source:
Bloomberg, measured as of WisdomTree’s 11/30/14 Index screening.
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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. There are risks associated with
investing, including possible loss of principal. Funds focusing their investments on certain sectors increase
their vulnerability to any single economic or regulatory development. This may result in greater share price
volatility. Please read the Fund’s prospectus for specific details regarding the Fund’s risk profile.
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