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Evidence shows that dividends, rather than capital gains, significantly contribute to the excess returns
that stocks have historically offered. That is why our research begins by evaluating a company’s financial
strength, its ability to pay a dividend and management’s support for their dividend policy. As investors,
we want to have confidence we will be paid and, more importantly, that the company’'s growth will be
shared with us through increasing dividends.

During the first half of this year, there were 398 dividend payers in the S&P 500®, delivering a median
dividend growth rate of 7.70%. Despite investors staring up at a wall of worry, corporate America has
steadily increased its payouts to shareholders.

Below we have compiled important dividend statistics for the first half of 2023, for both the S&P 500®
and the S&P/TSX Composite indices:

S&P 500° DIVIDEND STATISTICS YTD 2023

S&P/TSX Dividend Statistics YTD 2023

Total Dividend Payers 398 Total Dividend Payers 176
Median Dividend Growth 7.70% Median Dividend Growth 6.70%
Dividend Cutters 9 Dividend Cutters 8
Dividend Maintainers 44 Dividend Maintainers 42
Dividend Growers 331 Dividend Growers 13
Dividend Suspenders 0 Dividend Suspenders 0
Inadequate # of Payments (<2yrs) 14 Inadequate # of Payments (<2yrs) 13
Median Grower Dividend Growth 8.80% Median Grower Dividend Growth 10.50%

While corporations in both indices have largely provided dividend increases this year, we see that a
few have not shared the same success with 9 dividend cuts in the S&P 500® and 8 in the S&P/TSX. As
we noted in our 2022 Annual Dividend Report, not all dividend payers, and growers specifically, are
made equal. Below is an analysis on the various sub-groups of dividend payers and their performance.

Dividend Paying Stocks Are Not a Monolith: Analyzing the Dividend
Stock Universe

While using the entire index is a quick and easy way to look at dividend health and performance, it is
important to note that not all companies that pay a dividend share the same financial attributes. In
addition to examining the performance and characteristics of the dividend-paying universe, we
believe you can gain a better understanding of these companies by segmenting them based on their
ability to offer a high dividend yield versus a company’s ability to grow its dividend.
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High dividend yielders are typically in a more mature phase of their business, paying out a larger
percentage of their earnings as dividends as their reinvestment opportunities have slowed. Ignoring
current yield and focusing on dividend growth companies helps to identify growing businesses.
Growth-oriented companies often have lower current yields and direct more of their cash flows
towards business reinvestment as they look to expand their earnings. When this capital allocation
decision is successful it often leads to a faster growing dividend than provided by the more estab-
lished steady dividend paying companies.

Below we examine how the universe overall and each of these buckets has performed over time.

THE DIVIDEND PAYING UNIVERSE

CALENDAR YEAR TOTAL RETURNS (IN USD) GROWTH OF $100 - TOTAL RETURN (IN USD)
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ANNUAL RETURNS (IN USD)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 %((1)'25)

S&P 500° Dividend
Paying Universe TR

S&P500°TRIndex  151% 21% 16.0% 32.4% 13.7% 14% 12.0% 21.8% -4.4% 315% 18.4% 28.7% -181% 16.9%

207% 3.0% 16.0% 34.8% 14.0% -31% 163% 185% -82% 28.0% 58% 299% -65% 4.5%

To examine the performance of the overall dividend paying universe of stocks in the S&P 500, we
developed a methodology to identify a universe of stocks at the end of each year, equal weighted, and
rebalanced back to equal weights quarterly. For the universe of dividend payers this includes any
stocks that paid a dividend in the previous 12 months. As the charts and table above shows, the overall
universe of dividend paying stocks has slightly underperformed the S&P 500 Index overall since 2010.
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THE HIGH YIELD UNIVERSE

For yield-focused investors, we examined the performance of the high dividend yield universe of
stocks in the S&P 500, by isolating the performance of stocks that had a dividend yield greater than
that of the S&P 500 Index.

CALENDAR YEAR TOTAL RETURNS (IN USD) GROWTH OF $100 - TOTAL RETURN (IN USD)
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ANNUAL RETURNS (IN USD)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 %((%,’

S&P 500 Dividend
Yield > SPX Universe 189% 129% 137% 31.7% 171% -2.8% 192% 13.3% -6.8% 259% -3.0% 316% -2.4% -0.7%
TR

S&P500°TR Index  151% 21% 16.0% 32.4% 13.7% 14% 12.0% 21.8% -4.4% 315% 18.4% 28.7% -181% 16.9%

As shown, investors in search of income who focus on higher yields have given up returns relative to
the broad market. In 2022 however, that did allow them to preserve capital in a year where the market
declined by double digits. In a year like the one we currently find ourselves in, high yielders are lagging
the index which is being driven by low or non-yielding growth stocks.
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THE DIVIDEND GROWTH UNIVERSE

Focusing on the universe of companies that have grown their dividend in the previous 12 months and
analyzing their performance in the subsequent year, we see that the dividend grower cohort has
delivered the most success against the S&P 500 Index since 2010. This is not surprising since there is a
plethora of academic research that supports buying companies that pay a dividend and grow it over
time, leading to attractive risk-adjusted returns over long periods

CALENDAR YEAR TOTAL RETURNS (IN USD) GROWTH OF $100 - TOTAL RETURN (IN USD)
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ANNUAL RETURNS (IN USD)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 %%3

S&P 500 Dividend
Growers Universe 191% 73% 161% 361% 14.8% -1.6% 161% 204% -61% 29.8% 71% 31.0% -70% 4.5%
TR

S&P500°TR Index  151% 21% 16.0% 324% 137% 14% 12.0% 21.8% -4.4% 315% 18.4% 287% -181% 16.9%
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DIVIDEND GROWTH TRENDS - LOOKING FORWARD TWELVE MONTHS

In our 2022 Annual Dividend Report we introduced our proprietary predictions of dividend growth by
decile. As it was very well received information, we are excited to include our updated predictions on
a go forward basis. Below you will find our median prediction for dividend growth looking forward
over the next 12 months, broken into 9 deciles of dividend payers. Decile 1 are the fastest dividend
growers, with Decile 9 representing the slowest.

12 MONTH FORWARD DIVIDEND GROWTH PREDICTION BY DECILE
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The decline in expected dividend growth we saw at the end of 2022 has, for the most part, levelled off
for the top eight deciles, with the predictions for that cohort remaining relatively stable through the
first half of 2023. The bottom decile, however, continues to decline indicating dividend cuts or suspen-
sions are a risk to be aware of for investors. Overall, the data shows that strong levels of dividend
growth are still expected for a large number of companies in the dividend paying universe and that
discerning investors can continue to seek opportunities to grow their income.

If you would like to learn more about dividend payers, please reach out to anyone on our Relationship
Management Team who will be happy to share information on the constituents in these deciles.
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IMPORTANT DISCLOSURES

Thereisarisk of loss inherent in any investment; past performance is not indicative of future results. Prospective and
existing investors in Bristol Gate's pooled funds or ETF funds should refer to the fund's offering documents which
outline the risk factors associated with a decision to invest. Separately managed account clients should refer to
disclosure documents provided which outline risks of investing. Pursuant to SEC regulations, a description of risks
associated with Bristol Gate's strategies is also contained in Bristol Gate's Form ADV Part 2A located at www.bristol-
gate.com/regulatory-documents. This piece is presented for illustrative and discussion.

This piece is presented for illustrative and discussion purposes only. It should not be considered as personal
investment advice or an offer or solicitation to buy and/or sell securities and it does not consider unigue objectives,
constraints, or financial needs of the individual. Under no circumstances does this piece suggest that you should
time the market in any way or make investment decisions based on the content. Investors are advised that their
investments are not guaranteed, their values change frequently, and past performance may not be repeated.
References to specific securities are presented to illustrate the application of our investment philosophy only, do not
represent all of the securities purchased, sold or recommended for the portfolio, and it should not be assumed that
investments in the securities identified were or will be profitable and should not be considered recommendations
by Bristol Gate Capital Partners Inc. A full list of security holdings is available upon request. For more information
contact Bristol Gate Capital Partners Inc. directly. The information contained in this piece is the opinion of Bristol
Gate Capital Partners Inc. and/or its employees as of the date of the piece and is subject to change without notice.
Every effort has been made to ensure accuracy in this piece at the time of publication; however, accuracy cannot be
guaranteed. Market conditions may change and Bristol Gate Capital Partners Inc. accepts no responsibility for
individual investment decisions arising from the use of or reliance on the information contained herein. We strongly
recommend you consult with a financial advisor prior to making any investment decisions. Please refer to the Legal
section of Bristol Gate's website for additional information at bristolgate.com.

A NOTE ABOUT FORWARD-LOOKING STATEMENTS

This report may contain forward-looking statements including, but not limited to, statements about the Bristol Gate
strategies, risks, expected performance and condition. Forward-looking statements include statements that are
predictive in nature, that depend upon or refer to future events and conditions or include words such as “may”,
“could”, “would", “should”, “expect”, “anticipate’, “intend”, “plan”, “believe’, “estimate” and similar forward-looking

expressions or negative versions thereof.

These forward-looking statements are subject to various risks, uncertainties and assumptions about the investment
strategies, capital markets and economic factors, which could cause actual financial performance and expectations
to differ materially from the anticipated performance or other expectations expressed. Economic factors include,
but are not limited to, general economic, political and market factors in North America and internationally, interest
and foreign exchange rates, global equity and capital markets, business competition, technological change,
changes in government regulations, unexpected judicial or regulatory proceedings, and catastrophic events.

Readers are cautioned not to place undue reliance on forward-looking statements and consider the above-men-
tioned factors and other factors carefully before making any investment decisions. All opinions contained in
forward-looking statements are subject to change without notice and are provided in good faith. Forward-looking
statements are not guarantees of future performance, and actual results could differ materially from those
expressed or implied in any forward-looking statements. Bristol Gate Capital Partners Inc. has no specific intention
of updating any forward-looking statements whether as a result of new information, future events or otherwise,
except as required by securities legislation.
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