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MARKET VIEW      Tuesday, July 5, 2022  

Dividend Stocks May Be an Effective 
Response to Market Uncertainty
Dividend-paying equities, especially those with a consistent history of dividend growth, may be well-positioned to 
weather a period of slowing growth and high inflation.
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Source: Ned Davis Research. Data as of May 31, 2022. Dividend growers & initiators=Companies that have initiated, and steadily grown, dividends. Dividend cutters & eliminators= 
Companies that have cut or eliminated dividends. Dividend payers with no change in dividends=Companies that have paid, but not grown or reduced dividends. Geometric equal-weight-
ed total return represents the compounded annual growth rate or time-weighted rate of return for an equally weighted index. A company’s dividend payments may vary over time, and 
there is no guarantee that a company will pay a dividend at all.
Past performance is not a reliable indicator or guarantee of future results. For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any 
particular investment. Indexes are unmanaged, do not reflect the deduction of fees and expenses, and are not available for direct investment.

Figure 1. Dividend Growers Have Outperformed Over the Past Five Decades
Total return by dividend policy (as defined) for companies in the S&P 500® Index, January 1973–May 2022 (monthly data)
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As the second half of 2022 begins, investors are faced with a mosaic of uncertainty. High and persistent 
inflation has a motivated—and hawkish—U.S. Federal Reserve (Fed) raising rates and initiating quantita-
tive tightening. Meanwhile, concerns continue to mount about the future direction of the U.S. economy, 
with measures of consumer confidence sharply lower and economic indicators pointing to slowing 
growth, and possibly, a recession. A rising, and volatile, interest-rate environment has the U.S. equities 
selling off and entering a bear market where perceived “longer duration” equities have seen their valua-
tions come under pressure.

The geopolitical situation is also reinforcing the uncertainty for U.S. equities. Even as COVID-19 appears 
to be in the rear-view mirror for the United States, China is still struggling with the continued lockdowns 
that are a key feature of its zero-COVID policy. Moreover, the prospect of a protracted land war in 
Europe poses continued challenges for the global economy. 

For investors navigating this uncertainty, stocks that historically have paid dividends (dividend payers) 
and specifically among them, stocks that have consistently grown their dividends (dividend growers) 
might be a timely option to consider. While in bull markets, investors tend to prioritize capital apprecia-
tion and reinvestment of earnings into future growth initiatives. However, in periods of heightened risk 
aversion, dividends become prized for their potential stability and can be seen as indicative of quality. 
And the power of dividends over time is evident: according to data from Ned Davis Research, dividends 
contributed to over 40% of the total return of the S&P 500® Index total return for the period December 
31, 1929–May 31, 2022.

The Power of Dividends 

The importance of dividends during periods where market returns are below average (less than the long-
term average of 10%) is worth noting. (See Figure 2.) During episodes of market volatility, dividends can 
potentially provide a cushion for investors that can help offset a stock’s price depreciation. In each 
decade where annualized returns were less than 10%, dividends on average contributed to 76% of total 
return for the S&P 500. This may become increasingly relevant as this decade may not have the same 
type of return environment as 2010s, particularly as markets adjust to the post-pandemic word.

Figure 2. Dividends’ Contribution to Total Return Increases in Range-Bound Markets
Contributions to total return of S&P 500® Index by decade for capital appreciation and  
dividend income

Source: Bloomberg. Left chart as of 02/28/2022. Right chart as of 04/21/2022. U.S. CPI=Consumer Price Index and Core Consumer 
Price Index. The U.S. CPI is a measure of the average change over time in the prices paid by urban consumers for a market basket of 
consumer goods and services. 5Y5Y Forward Inflation Swap is a common measure used by central banks and dealers to gauge the 
market’s future inflation expectations. The historical data shown are for illustrative purposes only and do not represent any specific 
portfolio managed by Lord Abbett.
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Dividend Growers Stand Out 

As seen in Figure 1 (first page), shares of companies that have initiated, and steadily grown, dividends have outperformed companies with 
different dividend policies, including paying but not growing their dividend, cutting, or eliminating the dividend, or not paying a dividend at all. 
This long-term outperformance is attributable to the typical profile of a dividend grower: a stable business model, a strong balance sheet,  
a history of capital discipline, and management teams committed to returning value to shareholders. Companies exhibiting both the willing-
ness and ability to persistently grow their dividends have delivered value over a variety of market and economic cycles and through difficult 
operating environments. 

Beyond providing potential ballast for an equity portfolio, dividend growers may also be a timely option amid persistently high inflation. Inves-
tors looking to mitigate the risk of pricing power erosion in many industries may wish to consider dividend growers, as a steadily growing 
dividend has the potential to offset inflationary pressures. Active managers may be particularly well situated across the dividend landscape as 
they seek to identify those companies that have demonstrated both the ability and the willingness to continue to grow their dividends—and 
avoid those that have either cut or suspended their dividends or are at risk of doing so. 
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Important Information
Unless otherwise noted, all discussions are based on U.S. markets and U.S. monetary and  
fiscal policies.
Asset allocation or diversification does not guarantee a profit or protect against loss in  
declining markets.
No investing strategy can overcome all market volatility or guarantee future results.
The value of investments and any income from them are not guaranteed and may fall as well as 
rise, and an investor may not get back the amount originally invested. Investment decisions 
should always be made based on an investor’s specific financial needs, objectives, goals, time 
horizon, and risk tolerance.
Market forecasts and projections are based on current market conditions and are subject to 
change without notice. Projections should not be considered a guarantee.

Equity Investing Risks
The value of investments in equity securities will fluctuate in response to general economic condi-
tions and to changes in the prospects of particular companies and/or sectors in the economy. 
While growth stocks are subject to the daily ups and downs of the stock market, their long-term 
potential as well as their volatility can be substantial. Value investing involves the risk that the 
market may not recognize that securities are undervalued, and they may not appreciate as antic-
ipated. Smaller companies tend to be more volatile and less liquid than larger companies. Small 
cap companies may also have more limited product lines, markets, or financial resources and 
typically experience a higher risk of failure than large cap companies.
Dividends are not guaranteed and may be increased, decreased, or suspended altogether at the 
discretion of the issuing company.

Fixed-Income Investing Risks
The value of investments in fixed-income securities will change as interest rates fluctuate and in 
response to market movements. Generally, when interest rates rise, the prices of debt securities 
fall, and when interest rates fall, prices generally rise. High yield securities, sometimes called junk 
bonds, carry increased risks of price volatility, illiquidity, and the possibility of default in the timely 
payment of interest and principal. Bonds may also be subject to other types of risk, such as call, 
credit, liquidity, and general market risks. Longer-term debt securities are usually more sensitive 
to interest-rate changes; the longer the maturity of a security, the greater the effect a change in 
interest rates is likely to have on its price.
The credit quality of fixed-income securities in a portfolio is assigned by a nationally recognized 
statistical rating organization (NRSRO), such as Standard & Poor’s, Moody’s, or Fitch, as an indi-
cation of an issuer’s creditworthiness Ratings range from ‘AAA’ (highest) to ‘D’ (lowest). Bonds 
rated ‘BBB’ or above are considered investment grade. Credit ratings ‘BB’ and below are lower-
rated securities (junk bonds). High-yielding, non-investment-grade bonds (junk bonds) involve 
higher risks than investment-grade bonds. Adverse conditions may affect the issuer’s ability to 
pay interest and principal on these securities.
This material may contain assumptions that are “forward-looking statements,” which are based 
on certain assumptions of future events. Actual events are difficult to predict and may differ from 
those assumed. There can be no assurance that forward-looking statements will materialize, or 
that actual returns or results will not be materially different from those described here.
The views and opinions expressed are as of the date of publication, and do not necessarily rep-
resent the views of the firm as a whole. Any such views are subject to change at any time based 
upon market or other conditions and Lord Abbett disclaims any responsibility to update such 
views. Lord Abbett cannot be responsible for any direct or incidental loss incurred by applying any 
of the information offered.
This material is provided for general and educational purposes only. It is not intended as an  
offer or solicitation for the purchase or sale of any financial instrument, or any Lord Abbett product 
or strategy. References to specific asset classes and financial markets are for illustrative  
purposes only and are not intended to be, and should not be interpreted as, recommendations or 
investment advice.
Please consult your investment professional for additional information concerning your 
specific situation.

Glossary & Index Definitions
For equities, a bull market is a market that is on the rise and where the economy is sound; while 
a bear market exists in an economy that is receding, where most stocks are declining in value, 
with a 20% pullback widely seen as the determining feature.
Dividend policy: A stock is classified as a dividend payer if it paid a cash dividend at any time 
during the previous 12 months, a dividend grower if it initiated or raised its cash dividend at any 
time during the previous 12 months, and non-dividend payer if it did not pay a cash dividend at 
any time during the previous 12 months. 
Equity duration: Stocks thought to have longer durations, i.e., more interest-rate sensitivity, are 
those whose current prices are more dependent on expected future cash flows rather than 
current earnings. Thus, these stocks are more susceptible to valuation compression when interest 
rates rise, based on the notion that higher rates will discount the value of the company’s future 
earnings and thus, its present value.
An inflation hawk is a policymaker or advisor who is predominantly concerned with the potential 
impact of interest rates as they relate to fiscal policy. Hawks are seen as willing to allow interest 
rates to rise in order to keep inflation under control.
Quantitative tightening, or QT, refers to policies that reduce the size of the U.S. Federal 
Reserve’s balance sheet.
The S&P 500® Index is widely regarded as the standard for measuring large cap U.S. stock 
market performance and includes a representative sample of leading companies in  
leading industries.
Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available 
for direct investment
This material is the copyright © 2022 of Lord, Abbett & Co. LLC. All Rights Reserved.

Important Information for U.S. Investors
Lord Abbett mutual funds are distributed by Lord Abbett Distributor LLC.
FOR MORE INFORMATION ON ANY LORD ABBETT FUNDS, CONTACT YOUR INVESTMENT 
PROFESSIONAL OR LORD ABBETT DISTRIBUTOR LLC AT 888-522-2388, OR VISIT US AT 
LORDABBETT.COM FOR A PROSPECTUS, WHICH CONTAINS IMPORTANT INFORMATION 
ABOUT A FUND’S INVESTMENT GOALS, SALES CHARGES, EXPENSES, AND RISKS THAT AN 
INVESTOR SHOULD CONSIDER AND READ CAREFULLY BEFORE INVESTING.
The information provided is not directed at any investor or category of investors and is provided 
solely as general information about Lord Abbett’s products and services and to otherwise provide 
general investment education. None of the information provided should be regarded as a sugges-
tion to engage in or refrain from any investment-related course of action as neither Lord Abbett 
nor its affiliates are undertaking to provide impartial investment advice, act as an impartial adviser, 
or give advice in a fiduciary capacity. If you are an individual retirement investor, contact your 
financial advisor or other fiduciary about whether any given investment idea, strategy, product or 
service may be appropriate for your circumstances.

Important Information for non-U.S. Investors
Note to Switzerland Investors: This is an advertising document. The state of the origin of the  
fund is Luxembourg. In Switzerland, this document may only be provided to qualified investors 
within the meaning of art. 10 para. 3 and 3ter CISA. In Switzerland, the representative is ACOLIN 
Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, whilst the paying agent is  
Bank Vontobel Ltd, Gotthardstrasse 43, CH-8002 Zurich. The basic documents of the fund as well 
as the annual and, if applicable, semi-annual report may be obtained free of charge from the 
representative. Past performance is no indication of current or future performance. The perfor-
mance data do not take account of the commissions and costs incurred on the issue and redemp-
tion of units.
Note to European Investors: This communication is issued in the United Kingdom and distrib-
uted throughout Europe by Lord Abbett UK Ltd., a Private Limited Company registered in England 
and Wales under company number 10804287 with its registered office at Tallis House, 2 Tallis 
Street, Temple, London, United Kingdom, EC4Y 0AB. Lord Abbett UK Ltd (FRN 783356) is an 
Appointed Representative of Kroll Securities Limited (FRN 466588) which is authorised and regu-
lated by the Financial Conduct Authority.
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Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett funds. This and other important information is 
contained in each fund’s summary prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord Abbett mutual fund, contact your 
investment professional or Lord Abbett Distributor LLC at 888-522-2388, or visit us at lordabbett.com. Read the prospectus carefully before you invest.
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