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Dividend-Paying Equities

Lower Dividend Yield, Higher Potential Total Return
Income has historically generated a robust percentage of the S&P 500 Index’s total return and dividend-paying equities are an important allocation in many investors portfolios. 
However not all dividend-payers are the same. When looking to include dividend-paying equities in a portfolio, many investors focus solely on dividend yield and limit their 
investment universe to stocks with a minimum absolute yield of 2% or another arbitrary minimum. While these higher yielding stocks may offer a more attractive level of current 
income, lower yielding stocks have generated both a higher total return (income plus price appreciation) and risk-adjusted return, as illustrated below.   

Some notable facts: 
• Stocks yielding less than 2% comprised 58% of the S&P 500 Index1 and represent missed opportunity if eliminated from the investable universe.  
• Dividend Growers & Initiators in the S&P 500 have outperformed those companies with no change to their dividends, regardless of starting absolute yield.2

•  The quartile of dividend-payers in the S&P 500 with the lowest yield have outperformed over the last one, three, five and 10 years ending 3/31/24.3

There are several reasons lower yielding stocks could have a total return advantage. For example, lower yielding companies tend to be more growth-oriented, choosing to invest 
earnings back into the company. Retained earnings can provide ballast during an economic downturn. In addition, companies that have recently initiated dividend payments tend 
to fall into the lower yielding quartiles. 
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Advisors Asset Management, Inc. (AAM) is an SEC-registered investment advisor and member FINRA/SIPC.   Registration does not imply a certain level of skill or training. 2

Visit www.aamlive.com or contact a financial professional for more information 
on the potential benefits of an allocation to dividend-paying equities.
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Quartile 1 (Lowest Yielding) 28.83 1.35 -10.59 11.74 0.46 -23.69 14.25 0.61 -23.69

Quartile 2 19.58 0.85 -9.39 10.57 0.43 -18.16 13.63 0.58 -27.05

Quartile 3 16.38 0.73 -10.09 7.66 0.29 -17.15 10.30 0.45 -27.25

Quartile 4 (Highest Yielding) 13.00 0.38 -11.87 8.35 0.29 -17.08 10.43 0.36 -35.12

S&P 500 Equal-Weight 19.33 0.81 -11.82 8.15 0.29 -20.68 12.34 0.50 -26.70

1    Source: Factset Research and Brentview Investment Management. Investable Universe data as of 11/2023. Universe was created using a quarterly snapshot of S&P 500 constituents. Companies were categorized and 
based upon current yield and placed in the appropriate category.

2  Source: Ned Davis Research. 1/31/1973-3/31/2024. Dividend Growers and Initiators include stocks in the S&P 500 Index that increased their dividend anytime in the last 12 months. Once an increase occurs, it remains 
classified as a Grower for 12 months or until another change in dividend policy. 

3  Source: Ned Davis Research. Periods ending 3/31/2024. Historical total returns of stocks based on their dividend yields, using indicated annual dividends. The indices are equal-weighted indices based on total returns, 
with the constituents of each index reconstituted quarterly.  

Dividend Payment Risk: An issuer of a security may be unwilling or unable to pay income on a security. Common stocks do not assure dividend payments and are paid only when declared by an issuer’s board of 
directors. The amount of any dividend may vary over time. A company may choose to skip or suspend dividend payments. In this case, shareholders lose the investment income and might also see the value of their 
shares fall if income-oriented investors sell their holdings.
DEFINITIONS: Dividend yield is a stock’s annual dividend relative to the stock price. Drawdown refers to how much an investment or trading account is down from the peak and are often used as a measure of downside 
volatility. Sharpe Ratio is a measure for calculating risk-adjusted returns. The Sharpe ratio is the average return earned in excess of the risk-free rate per unit of volatility or total risk. The higher the Sharpe ratio, the better 
the risk-adjusted performance. The S&P 500 Index is an unmanaged market capitalization-weighted index used to measure 500 companies chosen for market size, liquidity and industry grouping, among other factors. 
This publication is provided for information purposes and does not pertain to any security or service and is not an offer or solicitation of an offer to sell any product or service. Unless otherwise stated, all information 
and opinions contained in this publication were produced by Advisors Asset Management, Inc. (AAM) and other sources believed by AAM to be accurate and reliable. Due to rapidly changing market conditions and the 
complexity of investment decisions, supplemental information and other sources may be required to make informed investment decisions based on your individual investment objectives and best interests. All expressions 
of opinions are subject to change without notice.
All AAM employees, including research associates, receive compensation that is based in part upon the overall performance of the firm. Investors should seek financial guidance regarding the appropriateness of investing 
in any security or investment strategy discussed in this report and should understand that statements regarding future prospects may not be realized. Nothing contained herein 
constitutes investment, legal, tax or other advice. This should not be construed as a solicitation, offer or recommendation to acquire or dispose of an investment, or to engage in 
any other transaction. AAM and its representatives do not provide tax advice.
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