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The late Jack Bogle observed that "successful investing is about owning businesses and reaping the
huge rewards provided by the dividends and earnings growth of our nation's—and, for that matter,
the world's—corporations." This wisdom is relevant today because the benefit of owning stocks is
not just about capturing long-run price returns, but also in the dividends corporations pay to
investors as they grow their profits.

In today’s environment, the stock market is near all-time highs and dividend yields are near
historic lows, estimated at just 1.3% over the next year for the S&P 500. The last time dividend
yields were this low was in 2000 during the dot-com bubble. Fed rate cuts and the uncertain
interest rate environment also impact how investors can position their portfolios to generate
income today.

While dividends are often seen as boring, especially compared to high-flying stocks that attract
investor and media attention, the reality is that the role of dividends in portfolios should not be
overlooked. Dividend payments compound over time and can provide a steady source of income,
especially during periods when stock prices are volatile. Companies that combine both dividend
payments and stock prices that rise over long periods (“price appreciation”) can potentially offer
investors the best of both worlds: regular cash flow alongside long-term wealth building.

Today's market reflects a decades-long shift in how companies deploy capital and what investors
prioritize. How can investors balance both price returns and dividends in their portfolios today?
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How investors view dividends has evolved over the past century

The role of dividends in investing has
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with yields often exceeding 5 to 7%.
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I income they generated. Companies were
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ﬁ as proof of financial health, and stock price
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secondary to dividend income.

0.0%:

2]

1.3%
I i B
g 5
] s

sapinn
005 43S

¢!
aneis3 Jeay
aseoyyean
sjewsnpul

dexs s
A8ojouydar

This began to change as investors focused
T more on technology-driven companies and
growth. The dot-com era of the 1990s
further reduced the focus on dividends as
high-growth technology companies not only reinvested their capital, but were often expected to
not pay dividends. Stock buybacks also rose in prominence as a more tax-efficient way of returning
shareholder capital than dividends.

Today's low yields reflect this evolution. As the accompanying chart shows, technology-related
sectors such as Information Technology, Consumer Discretionary, and Communication Services
offer the lowest dividend yields of 0.6%, 0.7%, and 0.8%, respectively. These sectors include the
Magnificent 7 stocks which generally pay lower dividends or none at all.

In contrast, sectors such as Real Estate, Energy, and Utilities that have traditionally focused on
income generation offer yields above 3%, showing that higher dividends are available by looking
across and within different parts of the market.

This pattern of lower dividend yields for the broader market isn't necessarily a problem since it
reflects different market dynamics and business strategies that can benefit investors in unique
ways. However, it does highlight the importance of understanding the purpose of dividends for
companies, investors, and in portfolios.
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Corporate strategy and interest rates affect the attractiveness of dividends

From a company's perspective, profits can
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should return cash to investors when they
already have enough capital for attractive
\MM investment opportunities or when their
business model is specifically designed to
generate income for shareholders, such as
REITs (real estate investment trusts).

However, dividends serve a broader
purpose beyond simply returning excess
cash. Many corporations pay steady
T dividends to attract investors and signal
financial stability, particularly when they
can demonstrate consistent growth in
these payments over time. This dividend growth serves as an indicator of corporate health and
management confidence in future earnings, beyond just income alone.

Interest rates and the Fed's monetary policy also affect the attractiveness of dividend-paying
stocks. When Treasury yields exceed dividend yields, they reduce the relative attractiveness of
these stocks. Currently, with 10-year Treasury yields around 4.1%, government bonds offer
substantially higher income than the overall stock market. As the Fed continues to cut policy rates,
this dynamic could shift.

The accompanying chart shows a related concept known as the “earnings yield,” sometimes
referred to as the “equity risk premium.” This measures how attractive stocks are compared to
Treasurys. This downward trend in recent years is a result of stocks climbing to new highs and
higher interest rates. The fact that interest rates have hovered in a range more recently is why the
relative earnings yield has stabilized this year.
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Dividends are an important consideration for investors

_ For investors, dividends are an integral
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dividends have contributed 31% of the

total return for the S&P 500 since 1926,
while price appreciation has contributed

69%.1 Today, everyday investors seem to
focus mostly on stock prices exceptin
cases where portfolio income is needed,
such as for those nearing or in retirement.
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The accompanying chart shows that $1

invested in stocks in 1926 grew to
approximately $18,000 by 2025,
demonstrating the power of compound
growth over long periods. This growth
came from both dividends and price
appreciation, but the specific mix varied across different time periods. During some decades,
dividends provided most of the return. In others, stock price appreciation dominated. What
remained constant was the importance of staying invested through various market cycles,
regardless of what drove returns.

Sources: Clearnomics, Robert Shiller,
Standard &Poor's, BLS

For investors approaching or in retirement, the focus naturally shifts toward generating current
income. However, this doesn't necessarily mean concentrating exclusively on high-dividend stocks.
The risk of "yield chasing" - focusing solely on the highest-yielding investments - is that it can lead
to poor diversification, concentration in unsustainable companies and industries, and reduced
growth for today’s longer retirements.

Thus, investors should find the appropriate balance of dividends and growth for their financial
goals. This “total return” approach helps ensure that portfolios can generate appropriate returns
through various market environments, whether through dividends, capital appreciation, or both.

The bottom line? While dividend yields are near historic lows, they continue to play an
important role in portfolios. Investors should focus on both price appreciation and

dividends as they work toward their financial goals.

1. https://www.spglobal.com/spdji/en/documents/research/research-sp500-dividend-aristocrats.pdf
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Aspen Wealth Strategies, LLC (“Aspen”) is a registered investment advisor. Advisory services are
only offered to clients or prospective clients where Aspen and its representatives are properly
licensed or exempt from licensure.

The information provided is for educational and informational purposes only and does not
constitute investment advice and it should not be relied on as such. It should not be considered a
solicitation to buy or an offer to sell a security. It does not take into account any investor's
particular investment objectives, strategies, tax status or investment horizon. You should consult
your attorney or tax advisor.

The views expressed in this commentary are subject to change based on market and other
conditions. These documents may contain certain statements that may be deemed forward?
looking statements. Please note that any such statements are not guarantees of any future
performance and actual results or developments may differ materially from those projected. Any
projections, market outlooks, or estimates are based upon certain assumptions and should not be
construed as indicative of actual events that will occur.

All information has been obtained from sources believed to be reliable, but its accuracy is not
guaranteed. There is no representation or warranty as to the current accuracy, reliability or
completeness of, nor liability for, decisions based on such information and it should not be relied
on as such.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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