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Background: Over the last 100 years, in round numbers, the S&P500 has averaged near 10% per year return, with

approximately 30% of that return coming from dividends. However, the S&P 500's dividend yield today is approaching its

lowest levels in 50 years, sitting at 1.14%—a figure only undercut during the Tech bubble, when it bottomed out at 1.09%.

Dividend-paying stocks are experiencing their 3rd-worst stretch in 25 years, hurt by the surge in non-or-low-payers (Great 8)

and weakness in traditionally high-yield defensive sectors like Consumer Staples, Telecom, and Pharma.

Most dividend actions remain normal: 68% of payers increased dividends last year and only 5% cut—roughly in line with

long-term averages, suggesting no late-cycle stress.

Cuts vs. cancellations behave differently: Dividend cutters often show deteriorating fundamentals and sharp

underperformance, while cancellers usually rebound strongly after the announcement as the market resets expectations and

the cut is a hubris-adjustment or right-sizing that gives the company a new opportunity.
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Company quality drives post-cut returns: Junk stocks that cut dividends on average outperform over the subsequent two

years as balance sheets heal, whereas high-quality companies that cut tend to underperform because cuts damage the

premium multiple and established narrative about the company’s quality.

Dividend increases work best when payout ratios are low: Companies in the lowest payout-ratio quintile (less than 16.2%)

outperform after increasing their dividends; high-payout increasers tend to fade shortly after the announcement.

Size and float matter: Mega-cap dividend increasers lag post-announcement, while SMID caps hold up better. Firms with

very low float underperform after increases, suggesting insider-benefit dynamics.

Dividend initiations show wide dispersion: Micro-cap initiators surge as dividends signal stability; value-stock initiators

outperform early; and sector outcomes vary widely, with Materials and Financials strong but Healthcare and Technology

weak as often initiations for these growthier sectors are seen as evidence of weaker growth prospects.

On Slide 20, we suggest long / short ideas for companies with recent dividend increase announcements. Long ideas include

companies in the bottom quintile of payout ratio, as they are poised to increase their dividend again in the future. Short

ideas include high-quality stocks in the bottom quintile of percentage of shares that are free-floating.

On Slide 21, we suggest long / short quantitatively-derived stock ideas for companies that have recently announced dividend

decreases. The long screen contains junk stocks, as the dividend decrease may help them improve their balance sheet. The

short screen includes high-quality or growth companies, as their margins or growth may be impaired if they are cutting their

dividend.
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Important Disclosures

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

identified by the use of forward-looking terminology such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,”

“forecasted,” “continue,” “expects,” “anticipates,” “future,” “intends,” “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

presentation. In addition, unless the context otherwise requires, the words “include,” “includes,” “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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