T R |’\7/A R | AT E U§ Equities
RESEARCH April 8, 2026

VIDEO - Dividend Yield is Near 50-year Lows - What Corporate
Behaviors are Monetizable?

Dividend Yield is Near 50-year Lows - What Corporate Behaviors are Monetizable?

TRIVARIATE RESEARCH

DIVIDEND YIELD IS NEAR 50-YEAR LOWS - WHAT
CORPORATE BEHAVIORS ARE MONETIZABLE?

Backaround: Over the last 100 years, the S&P500 has averaged roughly a 10% annual return, with approximately 30% of that
coming from dividends. But today, the dividend yield of the S&P500 is nearing 50-year lows at 1.24%, only lower during the

Technology bubble when it troughed at 1.09%. The percentage of companies with a dividend sits at 56.5%, not meaningfully
different from the last 25 years. Hence, it is clearly the largest companies by market cap. having low / no dividends that

are driving this current regime. Dividend payers outperformed in Q1, and we thought we would examine this dynamic more
closely.

Performance: Among stocks with high dividend yields, junk stocks perform similarly to high-quality dividend-yielding stocks
over the long-term. That held true through 2024, but since then, high-yield junk stocks have materially lagged.

Beta differences are substantial: At present, high-yield junk stocks have a higher beta than high-yield stocks, even as the

median stock in both cohorts have seen falling betas recently. In fact, the median high-yield non-junk stock has a beta near
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20-year lows. The result is that the difference between the beta of the non-junk vs. junk dividend yielders is just coming off
of 15-year highs.

Separating junk stocks is critical: We think it is useful to take the dividend yielding universe and separate out “junk” stocks

from the rest, as different signals are useful for security selection of high-yield junk stocks. For instance, companies with a
higher indicated dividend yield strongly outperform those with a lower indicated dividend yield among high yielding stocks,
but indicated yield has no value for stock selection among high-yield junk stocks. Price-to-forward earnings has been an
effective metric among high-yield stocks, but not for high-yield-junk stocks. While price momentum has demonstrably
worked for picking stocks in the US market, it doesn’t work for picking winners from losers among high dividend-yielding
stocks, junk or not. Companies within the high dividend space that are a lower risk to default don’t subsequently outperform
those that are a higher risk. Evidently that is already in the price. Long / short ideas based on these factors are on Slide 22.

We studied stock returns around the announcement of four dividend events: initiations, increases, decreases, and

cancellations. For today’s research, we ignore smaller but interesting events like dividend stock and one-time dividends and
focus on increases, initiations, decreases, and cancellations / suspensions of dividends. The largest sample size by far over
the last quarter-century is dividend increases.

Decreases: The median payout ratio of a company that increases its dividend subsequently rises from 33% to 36%.
Companies that decrease their dividend have a median payout ratio of 94% pre-decrease and 74% post-decrease.
Interestingly, this is larger than the median payout ratio of companies that cancel their dividend at 49%. This suggests that
companies that cancel their dividend often do so due to a tail event that structurally limits their ability to pay a dividend.
Those that initiate a dividend have a median payout ratio of 19% and a median indicated yield of 1.1%. The median dividend
yield drops from 6.4% to 4.2% post-decrease. Companies that decrease their dividend underperform their industry group

average by 14% from one year before to after the announcement as the market on average predicts financial stress. If you

short a company that you think will cut their dividend, you should cover after they do, unless it was a high-quality stock,

where the underperformance more frequently persists.

Increases: Dividend increases are the opposite, with moderate outperformance of 4% in the year prior, followed by in-line
vs. industry average performance the year after. From 1999 to 2010, companies that increased their dividend went on to
underperform their industry group following the small increase on the announcement. From 2011 to 2019, the returns have
been in-line with their industry group, and since COVID-19 dividend increasers have seen some mild outperformance. This is

another in many examples of shareholder returns, like buybacks as well, working better post-COVID than prior. Increasing the

dividend for junk stocks and from the lowest payout ratio generate the most subsequent outperformance.

Stock ideas: Quantitatively-derived long / short ideas based on recent dividend actions are shown on Slides 17 and 18.
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Disclaimer

This presentation is confidential and may not be reproduced or distributed without the express prior written permission of
Trivariate Research LP and its affiliates (collectively, “Trivariate”).

The information contained herein reflects the opinions and projections of Trivariate as the date of publication, which are subject
to change without notice at any time subsequent to the date of issue. Trivariate does not represent that any opinion or projection
expressed herein will be realized. All information provided is for informational and research purposes only and should not be
deemed as investment advice or a recommendation to purchase or sell any specific portfolio investment, security or other
asset. While the information presented herein is believed to be reliable, no representation or warranty is made concerning the
accuracy of any data or other information presented. Information obtained by Trivariate from third party sources in connection
with the preparation of this presentation has not been independently verified by Trivariate. Additional information regarding
Trivariate is available on request.

Any projections, forecasts, targets or other estimates presented herein constitute “forward-looking statements” that can be
potential,”
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could,” “would,” “predicts,
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identified by the use of forward-looking terminology such as “may,” “will,” “should,
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future,” “intends,
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“forecasted,” “continue,” “expects,” “anticipates, plans,” “believes,” “estimates,” or the negatives thereof or
other variations thereon or comparable terminology. Furthermore, any projections, targets, forecasts or other estimates in this
presentation are “forward-looking statements” and are based upon certain assumptions that may change. Due to various risks
and uncertainties, actual events or results or the actual performance of the funds may differ materially from those reflected
or contemplated in such forward-looking statements. Moreover, actual events are difficult to predict and often depend upon
factors that are beyond the control of the Trivariate. Nothing herein shall under any circumstances create an implication that the
information contained herein is correct as of any time after the earlier of the relevant date specified herein or the date of this
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presentation. In addition, unless the context otherwise requires, the words “include, including” and other words of
similar import are meant to be illustrative rather than restrictive. Forward-looking statements and discussions of the business
environment included herein (e.g., With respect to financial markets, business opportunities, demand, investment pipeline and
other conditions) are subject to the ongoing novel coronavirus outbreak (“COVID” or “COVID-19"). The full impact of COVID-19

is particularly uncertain and difficult to predict, therefore such forward-looking statements do not reflect its ultimate potential.

This shall not constitute an offer to sell or the solicitation of an offer to buy any interests in any fund, product or account that
is or may in the future be advised or managed by, Trivariate or any of its affiliates.

All data sourced from S&P Global, Bloomberg, or our Trivariate estimates. All forward-looking-statements reflect the opinion of
Trivariate.
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