
 

Dividends for Income and Total Returns 
 

John D. Rockefeller, one of the wealthiest Americans in history, loved receiving stock dividends. "Do 
you know the only thing that gives me pleasure?" he once asked. "It's to see my dividends coming in."1 

There may be many things other than money that give you pleasure, but you can still appreciate the 
stabilizing role that dividends might play in your portfolio. 

Steady and Dependable 
Dividends can be a dependable source of income for retirees and others who want an income stream 
without selling their underlying investments. If you do not need your dividends for current income, 
reinvesting these relatively small payments can become a powerful growth engine (see chart). 

Because dividends are by definition a positive return, they can boost returns in an up market and help 
balance declining stock prices in a down market. 

Whereas stock prices are often volatile and may be influenced by factors that do not reflect a 
company's fiscal strength (or weakness), dividend payments tend to be steadier and more directly 
reflect a company's financial position. Larger, well-established companies are more likely to pay 
dividends, but many midsize and smaller companies do as well. Stock funds usually pay dividends 
based on the dividends of the stocks held by the fund. Some funds focus specifically on dividend 
stocks. 

Quarterly Payments 
Dividends are typically paid quarterly but quoted by the annual dollar amount paid on each share, so 
your annual income from an individual stock can be estimated by multiplying the dividend payment by 
the number of shares you own. Of course, the income will change if the dividend increases or 
decreases, or you obtain additional shares. 

Dividends are also expressed as yield — the annual dividend income per share divided by the current 
market price. By this measure, the yield increases as the share price decreases, and vice versa, 



assuming the dividend payment remains the same. Current dividend yields can be helpful in deciding 
whether to invest in a stock or stock fund, and historical yields can provide insight into what you might 
expect from dividends over the long term. 

At the end of June 2022, the average yield of 
dividend-paying stocks in the S&P 500 (about 
79% of companies) was 2.18%, but the yield 
of the S&P High Dividend Index, which 
focuses on 80 stocks that pay higher 
dividends, was 4.11%.2  

Some Caveats 
The flip side of dividend power is that 
dividend-paying stocks may not have as much 
growth potential as non-dividend payers that 
plow their profits back into the company. And 
there are times when dividend stocks may 
drag down, not boost, portfolio performance. 
Dividend stocks can be particularly sensitive 
to interest-rate changes. When rates rise, as 
in the current environment, higher yields of 
lower-risk, fixed-income investments may be 
more appealing to investors, placing 
downward pressure on dividend stocks. As 
long as a company maintains its dividend payments, however, lower stock prices could be an 
opportunity to buy shares with higher dividend yields. 

Investing in dividends is a long-term commitment. Dividends are typically not guaranteed and could be 
changed or eliminated. The amount of a company's dividend can fluctuate with earnings, which are 
influenced by economic, market, and political events. The return and principal value of all investments 
fluctuate with changes in market conditions. Shares, when sold, may be worth more or less than their 
original cost. Investments offering the potential for higher rates of return also involve higher risk. 

Stock funds are sold by prospectus. Please consider the investment objectives, risks, charges, and expenses 
carefully before investing. The prospectus, which contains this and other information about the investment 
company, can be obtained from your financial professional. Be sure to read the prospectus carefully before 
deciding whether to invest. 

The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure performance of the broad 
domestic economy through changes in the aggregate market value of 500 stocks representing all major 
industries. 

1) BrainyQuote.com, 2022 

2) S&P Dow Jones Indices, 2022 
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