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IMPORTANT INFORMATION

Indonesia: Neither this publication nor any copy hereof may be
distributed in Indonesia or passed on within Indonesia or to persons
who are citizens of Indonesia (wherever they are domiciled or
located) or entities of or residents in Indonesia in a manner which
constitutes a public offering under the laws of the Republic of
Indonesia. The Funds have not been registered with the Indonesian
Financial Services Authority (Otoritas Jasa Keuangan) and therefore
may not be offered or sold in Indonesia or to persons who are citizens
of Indonesia

(wherever they are domiciled or located) or entities of or residents in
Indonesia in a manner which constitutes a public offering under the
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Malaysia: The Funds mentioned have not been and will not be
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Any information contained or incorporated herein is not an
advertisement and is not intended for public distribution within
Malaysia.

Philippines: The Funds mentioned have not been registered with the
Philippine Securities and Exchange Commission for public offer.

Thailand: The Funds mentioned have not been registered with the
Office of the Securities and Exchange Commission of Thailand for
public offer.



Why dividend investing remains a compelling income opportunity
In the post-pandemic erq, interest rates are likely to remain lower for longer.

As a result, the cashflow from dividend payments will become an even more important
source of income (and return) for investors.

At the same time, the pandemic and its containment measures have squeezed
corporate earnings. And since dividends are paid out from earnings, dividend income
would be expected to fall across the board, at least in the short term.

This is a double whammy for dividend investors and it raises an important question - in
such a scenario, is dividend investing still a compelling income opportunity?

In our view, the answer is yes, and here’s why.

The long-term perspective

While the pandemic is undoubtedly disruptive for dividend-paying stocks, it is essential
to keep the long-term picture in mind.

Consider that, over the past 30 years, dividends have accounted for almost half of all
returns of the US stock market (S&P 500).



Dividends account for nearly half of returns over the last 30 years
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Source: Fidelity International, Bloomberg 2019. Past performance is not indicative of future performance.

Note that this timespan includes three significant recessions, meaning that over an

extended time frame, history shows that dividend stocks are still an investment option

worth considering.

A further breakdown of the data supports this, with dividend stocks outperforming in

both rising and falling markets.

High dividend payers outperformed the market during the last two bear markets

Year-on-year returns for the S&P 500 Index vs S&P Dividend Aristrocrats
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Of course, what we have all experienced in 2020 is unprecedented. As the common
investing disclaimer goes, past performance is no indication of future returns —
something that makes careful security selection more important than ever.
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Separating the winners from the losers

The official term for the differences in performance within the same asset class - such as
dividend stocks - is ‘dispersion’.

There are many reasons why such dispersions exist, and they all largely depend on the
interaction between the broad economic environment and the individual company
paying the dividend.

These reasons can also be complex, as linking dispersions to specific causes is not
always easy. Yet, the evidence for such performance dispersions in the post-pandemic
era is convincing.

The digital transformation of the global economy, for example, has boosted the
software industry. At the other end of the spectrum, industries such as banks - as well as
companies that have received state support - have been pressured by regulators to cut
back on dividends.

We have also seen a shift in supply chains, driven by several factors, including trade
disputes and, of the course, the pandemic. Therefore, companies with more robust and
efficient supply chains should prove more resilient. And those with the capacity to quickly
scale up should be better positioned to benefit from a demand recovery.

There are regional differences too. China was the first to deal with the pandemic, and,
as such, looks to be the first to recover from its effects. In general, expectations in China
are far more optimistic compared to the rest of the world. This has been reflected in
dividend policies, with several Chinese companies announcing an increase in dividends.

What's more, our research reveals that companies with high ESG (environmental, social,
and governance) ratings managed to outperform the broader index - even after
adjusting for market volatility. One reason for this could be that a focus on sustainability
reflects positively on the quality of a firm’s management and its processes. This, in turn,
leads to more resilient businesses that can weather the downturns and capture
opportunities as the economy recovers.

Dividend investing remains a compelling income opportunity

As we have established, the short-term outlook for dividend investing is indeed
challenging. However, it is also essential to keep in mind that, in the near term, cutting
dividends is simply a prudent financial move — even for strong companies.

Yet when we look forward, the evidence for dispersion shows that select companies -
depending on industry, country, and the quality of the business - should be better
positioned to continue or even increase dividends over a longer time frame.

In such an uncertain environment, it will be challenging to capture most of these
‘winners’ by using a broad-based index fund. This is where active investing - one that
bases its decisions on detailed analysis and on-the-ground insights — could certainly
help.
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DISCLAIMER

This publication is for information only and should not be construed as an advertisement, investment
recommendation, research or advice. It does not have regard to the specific investment objectives, financial situation
and particular needs of any specific person who may receive it. You should seek advice from a financial adviser
before investing in the fund(s). If you choose not to seek advice from a financial adviser, you should consider whether
the fund(s) in question is suitable for you. Views expressed are subject to change.

The value of the shares of the fund(s) and the income accruing to them, if any, may fall or rise. The fund(s) may use
financial derivatives, which entail specific risks as described in the prospectus. Past performance of the manager and
the fund(s), and any forecasts on the economy, stock or bond market, or economic trends that are targeted by the
fund(s), are not indicative of the future performance. No representation or warranty is made that any indicative
performance or return will be achieved in the future by any member of the Fidelity Group. Fidelity, Fidelity
International, and the Fidelity International Logo and F Symbol are trademarks of FIL Limited

Singapore: FIL Investment Management (Singapore) Limited [“FIMSL”] (Co. Reg. No.: 199006300E) is the
representative for the fund(s) offered in Singapore. Potential investors should read the prospectus, available from
FIMSL or its distributors, before investing in the fund(s). This advertisement has not been reviewed by the Monetary
Authority of Singapore.

Indonesia: The securities, which are subject of the Prospectus, have not been, and are not intended to be, registered
with the Indonesian Financial Services Authority (Otoritas Jasa Keuangan), (“OJK"). This publication is for information
only and not an advertisement, investment recommendation, research or advice. Neither FIL Limited nor any other
member within the Fidelity Group is licensed to carry out asset/fund management activities in Indonesia.

Malaysia: This publication has not been and will not be registered as a prospectus with Malaysia Securities
Commission. Accordingly, this publication and any other information and any amendment or supplement hereto or
any other invitation, advertisement or document relating to or in connection with the making available, offering for
subscription or purchase or issuing invitation to subscribe for or purchase of units in the offshore fund, may not be
circulated or distributed, nor may the units in the offshore fund be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to the public or any members of the public in
Malaysia. Neither FIL Limited nor any of its members have any intention to solicit your investment or subscription in
the fund. Neither the offshore fund, the asset manager of the offshore fund, nor their representatives, directors and
employees make any representations or warranties, expressed or implied, with respect to the completeness or
accuracy of any of the information contained in this publication or any other information (whether communicated in
written or oral form) transferred or made available to you and



expressly disclaim any liability for any loss you may suffer arising from or in reliance upon the whole or any part of
the contents of this publication.

The information and any materials contained in this publication should not be considered as an offer or solicitation
to buy or sell securities or provide investment advice or to provide any other capital markets or financial products or
capital markets or financial services of any kind in Malaysia. Neither FIL Limited nor any other member within the
Fidelity Group is licensed or registered to carry out, nor does it purport to carry out financial or capital markets
services of any kind including asset/fund management activities in Malaysia under the Capital Markets and Services
Act 2007 of Malaysia or Financial Services Act 2013 of Malaysia.

Philippines: The securities, which are subject of the Prospectus, have not been, and are not intended to be,
registered with the Philippine Securities and Exchange Commission. The offer or sale of such securities is exempted
from registration under Section 10.1(l) (as an offer made to qualified buyers) or Section 10.1(h) (as broker’s
transaction executed upon customer’s order on any registered exchange or other trading market) of the Securities
Regulation Code (the “Code”), as applicable. However, any future offer or sale of the securities in the Philippines
must comply with the registration requirement under the Code unless such offer or sale qualifies as an exempt
transaction. Neither FIL Limited nor any other member within the Fidelity Group is licensed to carry out asset/fund
management activities in Philippines.

THE SECURITIES BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN REGISTERED WITH THE PHILIPPINE SECURITIES
AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE
SECURITIES IS SUBJECT TO THE REGISTRATION REQUIREMENTS UNDER THE CODE UNLESS SUCH OFFER OR SALE
QUALIFIES AS AN EXEMPT TRANSACTION.

Thailand: This publication has not been registered as a prospectus with the Office of the Securities and Exchange
Commission of Thailand. Accordingly, this publication and any other information, in connection with the offer or sale,
or invitation for subscription or purchase of units in the offshore fund, may not be circulated or distributed, nor may
the units in the offshore fund be offered or sold, or be made the subject of an invitation for subscription or purchase,
whether directly or indirectly, to the public or any members of the public in Thailand. Neither FIL Limited nor any of its
members have any intention to solicit your investment or subscription in the fund.

Neither the offshore fund, the asset manager of the offshore fund, nor their representatives, directors and
employees make any representations or warranties, expressed or implied, with respect to the completeness or
accuracy of any of the information contained in this publication or any other information (whether communicated
in written or oral form) transferred or made available to you. Neither FIL Limited nor any other member within
the Fidelity Group is licensed to carry out asset/fund management activities in Thailand.
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