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On 1 February, Meta Platforms Inc. (Meta) declared the initiation of its quarterly

dividend payment as part of their full-year 2023 results. The company announced a $0.50

quarterly payment, representing an approximate $5bn cash outlay, putting Meta in the top

30 US dividend payers and top 50 of all dividend payers worldwide.

 

This is a major development for Meta as a dividend payment signals that a company’s

management has confidence in its business and the cash flows associated with it. It is

also a major market development as Meta became the largest company (measured in market

capitalisation) to initiate its dividend payment, since Apple in 2012.

 

For context, Meta’s initial dividend payment represents about 12% of its annual

earnings, which is still conservative with respect to its peers and the broader US

Market. This means there is room for Meta’s dividends to grow.

 

Figure 1: Dividend versus earnings for dividend-paying big tech stocksFigure 1: Dividend versus earnings for dividend-paying big tech stocks

Source: WisdomTree, FactSet. As of 6 February 2024. You cannot invest directly in an index. HistoricalYou cannot invest directly in an index. Historical

performance is not an indication of future performance and any investment may go down in value.performance is not an indication of future performance and any investment may go down in value.

 

WisdomTree’s reactionWisdomTree’s reaction

 

Given this major market development and WisdomTree’s emphasis on creating best-in-class
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dividend-focused strategies, we announced a special rebalance that took place after the

close of trading on 15 March. As part of this special rebalance, Meta will be added to

the following eligible indexes and weighted according to its Dividend Stream:

WisdomTree U.S. Quality Dividend Growth UCITS Index (WTDGNUHP)

WisdomTree Global Developed Quality Dividend Growth Index (WTDDG)

 

WisdomTree creates strategies to add value for investors. While we believe in systematic

strategies, we always consider market conditions and how they may require adjustments to

our investment process. Meta’s first dividend was significant enough to warrant an early

addition to our index family.

 

Implications for Quality Dividend Growth strategiesImplications for Quality Dividend Growth strategies

 

WisdomTree Quality Dividend Growth strategies aim to invest in high-quality, dividend-

paying companies whose profitability and growth prospects are higher than market

dividend growth.

 

Most competitors in the dividend growth space have backwards-looking growth screens to

determine a company’s eligibility. For example, Dividend Aristocrats Indexes have a 10-

to 25-year dividend growth screen (depending on geographies). This means that Meta will

become eligible for inclusion in 2034 or 2049, respectively, if it continues to grow

dividends annually. Our Quality Dividend Growth strategies have been developed as a core

equity holding and, as such, agility and flexibility are keys to adapting to market

conditions. Using forward-looking screens and being reactive to market changes are a big

part of the range's success.

 

Interestingly, new dividend payers tend to grow their payments faster than the market.

The chart below shows how Apple’s dividend growth since 2012 has outpaced the broad S&P

500 by 0.6% annually. This makes the early inclusion of new dividend payers even more

important.

 

Figure 2: Dividend Growth of Apple versus the market since its first dividendFigure 2: Dividend Growth of Apple versus the market since its first dividend

payment in 2012payment in 2012

Source: WisdomTree, FactSet, S&P. Data from 30 September 2012 to 31 December 2023,. Apple initiated its quarterly

dividend in 2012. You cannot invest directly in an index. Historical performance is not an indicationYou cannot invest directly in an index. Historical performance is not an indication
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of future performance and any investment may go down in value.of future performance and any investment may go down in value.

 

Why Meta belongs in Quality Dividend GrowthWhy Meta belongs in Quality Dividend Growth

 

The quality dividend growth franchise selection process focuses on highly profitable

quality businesses. We often alluded to this as the ‘Buffett factor’ in stock selection,

as Warren Buffett often talks about moving from the Ben Graham value school, which

focuses on fair businesses at good value prices, towards focusing on great businesses at

fair prices.

 

In the latest Berkshire letter, Buffett wrote a tribute to Charlie Munger in the opening

pages, calling Munger the ‘architect of Berkshire Hathaway’s process’ that convinced

Buffett he should not buy cheap ‘value’-like stocks but high-quality businesses.

Buffett’s latest letter puts Munger as the original architect of our quality investing

style.

 

What quality and growth attributes does Meta have that exhibit it as a great business

and makes us confident it should be a dividend growth leader over the coming years?

1. Efficiency:Efficiency: Meta lowered headcount by over 20% while also growing revenue by over

20% in the last 12 months – this is a sign of its scale and investments in

technology paying off. Paying the first dividend is a commitment to shareholders

that they will harvest their R&D investments over the years into cash flows for

shareholders.

2. Quality:Quality: Meta’s trailing three-year Return on Equity (ROE) and Return on Assets

(ROA) exceed the market.

 

Figure 3: Meta quality metricsFigure 3: Meta quality metrics

Source: WisdomTree, FactSet. As of 31 January 2024. You cannot invest directly in an index. HistoricalYou cannot invest directly in an index. Historical

performance is not an indication of future performance and any investment may go down in value.performance is not an indication of future performance and any investment may go down in value.

 

As part of our investment process in the Quality Dividend Growth strategies, we rank

companies based on their quality (ROE and ROA) and estimated earnings growth to rank and

select securities. In the US, Meta ranks in the top 20 out of 550+ securities in scope

for this measure with its solid quality number (see Figure 3) and an 18% estimated

earnings growth over the next few years.
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At the time of Meta’s dividend announcement, its weight in broad equity benchmarks like

the S&P 500, Russell 1000 and MSCI USA Indexes ranged around 2%. None of the Quality

Dividend Growth strategies were invested in the stock, leading to large underweights.

Upon inclusion, we expect the underweight to Meta to be significantly reduced, but still

exist, given its current market capitalisation weight compared to its dividend stream

weight.

 

 Index Index  META Weight  META Weight 

 WTDGNUHP*  1.52% 

 S&P 500 S&P 500  2.54%  2.54% 

 WTDDG*  1.08% 

 MSCI WorldMSCI World  1.72%  1.72% 

Source: WisdomTree, FactSet. Data as of 29 February 2024. *Data for WisdomTree indexes based off dividend stream

calculation prior to Special Rebalance. You cannot invest directly in an index. Historical performance isYou cannot invest directly in an index. Historical performance is

not an indication of future performance and any investment may go down in value.not an indication of future performance and any investment may go down in value.

 

Related BlogsRelated Blogs

+ Looking back at Equity Factors in Q4 2023 with WisdomTree

+ Time in the market beats timing the market

+ Lessons from the past on how to position equity portfolios in a US presidential electi

on year

View the online version of this article here.
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Important InformationImportant Information

 

Marketing communications issued in the European Economic Area (“EEA”): Marketing communications issued in the European Economic Area (“EEA”): This

document has been issued and approved by WisdomTree Ireland Limited, which is authorised

and regulated by the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: Marketing communications issued in jurisdictions outside of the EEA: This

document has been issued and approved by WisdomTree UK Limited, which is authorised and

regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as

“WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory are

available on request. 

For professional clients only. The information contained in this document is forFor professional clients only. The information contained in this document is for

your general information only and is neither an offer for sale nor ayour general information only and is neither an offer for sale nor a

solicitation of an offer to buy securities or shares. This document should notsolicitation of an offer to buy securities or shares. This document should not

be used as the basis for any investment decision. Investments may go up or downbe used as the basis for any investment decision. Investments may go up or down

in value and you may lose some or all of the amount invested. Past performancein value and you may lose some or all of the amount invested. Past performance

is not necessarily a guide to future performance. Any decision to invest shouldis not necessarily a guide to future performance. Any decision to invest should

be based on the information contained in the appropriate prospectus and afterbe based on the information contained in the appropriate prospectus and after

seeking independent investment, tax and legal advice. seeking independent investment, tax and legal advice. 

The application of regulations and tax laws can often lead to a number ofThe application of regulations and tax laws can often lead to a number of

different interpretations. Any views or opinions expressed in this communicationdifferent interpretations. Any views or opinions expressed in this communication

represent the views of WisdomTree and should not be construed as regulatory, taxrepresent the views of WisdomTree and should not be construed as regulatory, tax

or legal advice. WisdomTree makes no warranty or representation as to theor legal advice. WisdomTree makes no warranty or representation as to the

accuracy of any of the views or opinions expressed in this communication. Anyaccuracy of any of the views or opinions expressed in this communication. Any

decision to invest should be based on the information contained in thedecision to invest should be based on the information contained in the

appropriate prospectus and after seeking independent investment, tax and legalappropriate prospectus and after seeking independent investment, tax and legal

advice.advice.

This document is not, and under no circumstances is to be construed as, an advertisement

or any other step in furtherance of a public offering of shares or securities in the

United States or any province or territory thereof. Neither this document nor any copy

hereof should be taken, transmitted or distributed (directly or indirectly) into the

United States. 

Although WisdomTree endeavours to ensure the accuracy of the content in this document,

WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may

change. Neither WisdomTree, nor any affiliate, nor any of their respective officers,

directors, partners, or employees accepts any liability whatsoever for any direct or

consequential loss arising from any use of this document or its contents.
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