
Why Dividends 
Deliver: 
Three Reasons 
Dividend Growth 
Investing Works

Investing involves risk, including possible loss of principal. Dividend growth investing does not guarantee income growth or 
wealth preservation. 
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Looking for a way to both stabilize and expand 
your portfolio potential?
Consider dividend growth investing, a time-tested strategy of investing in 
stocks that pay consistent, growing dividends. These companies tend to be 
financially strong and committed to durable, long-term growth, potentially 
offering an appealing combination of predictable returns and portfolio stability.

Capital appreciation often takes center stage when investing in stocks, 
especially in momentum-driven bull markets. But dividend growth investing 
can help offer a steadier, more reliable way to build wealth over the long run. 
Companies that consistently raise their dividends often exhibit strong cash 
flow generation and prudent capital management, traits that signal financial 
health and resilience. This can provide investors with confidence, helping 
to build not only sustainable investment income, but also enduring value 
potential across full market cycles.

In the pages that follow, we explore three reasons why dividends have 
proven to be a powerful performance engine and a compelling strategy for 
compounding wealth over time.
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Key Takeaways

1
Dividends reflect real 
company profit and 
commitment to shareholders

2
Dividends often indicate 
business stability and 
therefore offer predictability

3
Dividends support long-term 
wealth creation through 
stability and compounding



Reason 1: Dividends reflect real company profit 
and commitment to shareholders

W H Y I T M AT T E R S :

• �Financial Health: A company that can pay and grow dividends demonstrates strong 
financial footing.

• �Ownership Commitment: Regular, growing dividends demonstrate commitment to 
shareholders by returning cash earnings and treating them as true owners.

• �Confidence in the Future: Companies that increase dividends typically do so because  
they believe in their future earnings potential.

•� �Business Discipline: Paying dividends requires thoughtful capital allocation, reinforcing 
the deployment of prudent, sustainable growth strategies.

• �Long-Term Viability: Dividends—especially consistently growing dividends—provide  
a clear lens into a company’s performance.

While earnings reports and financial statements offer insights into a company’s operations, 
dividends cut through the noise. They represent real cash, paid out of real profits, that a 
company is confident enough to share with its shareholders on an ongoing basis.

Dividends Have Accounted for a Significant Portion of the Stock Market’s  
Historical Investment Returns

Over the past 50 years, dividends have con-
tributed 24% of the S&P 500’s average annual 
return.

Total Return Components, 1975-3Q20251

On a compounded basis, assuming dividend reinvestment, 
dividends’ contribution to total return grows to over 73% of 
the S&P 500’s cumulative return.
 
The Power of Dividend Reinvestment¹

76%

24%

■ Price return 	 ■ Dividend return
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Historical/hypothetical data shown for illustrative purposes only and does not represent actual performance.  
Past performance is not predictive of future results. Historical dividend contributions may vary over time.



Reason 2: Dividends often indicate business stability and 
therefore offer predictability

W H AT H I S TO RY S H OW S :

• �Slow and Steady: Quality companies focused on dividend growth can offer a solid 
foundation for a stock’s total return. As the chart below shows, companies that have 
consistently increased their dividend payments to shareholders have generally 
outperformed the broader equity market and non-dividend paying companies.

• �Defense in Down Markets: Dividend income can help buffer stock price 
fluctuations, creating a sense of predictability and reliability, even amid 
challenging markets and times of uncertainty.

• �Stability Over Price Volatility: A non-dividend-paying stock’s volatility 
typically mirrors 100% of its price volatility, whereas a dividend-paying 
stock generally will exhibit reduced volatility, reflecting proportional 
components of both price and dividend volatility, based on its payout.

• �Payout Resilience: Companies that pay dividends are generally 
reluctant to cut them. Doing so can signal weakness or damage investor 
confidence. As a result, dividend payouts have historically been much 
less volatile compared to stock earnings and share prices (see chart).

• �Focused Selection: Many publicly traded companies do not pay 
dividends, offering dividend investors a more selective, and potentially 
more stable, subset of the market for portfolio construction.

In an investment landscape increasingly driven by headlines and short-termism 
dividends can offer a steadying force. While stock prices may fluctuate widely, 
dividend payouts tend to deliver consistent, reliable returns that bring clarity and 
discipline to long-term investing.

Market Price May Rise or Fall, but Dividends That Grow Steadily Can Increase Income and Total Return Potential2 
Hypothetical growth of $1,000 investment (3/1957 to 2Q2025)

Dividend Payouts Have Shown 
Much Greater Stability Than 
Earnings and Stock Prices

Across U.S. stock market history, 
dividend payouts have been far 
more stable, on average, than 
earnings or stock prices.

Comparative Standard Deviations  
of U.S. Stock Market Drivers,  
3/1957–2Q20252
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Illustrative only, not indicative of any strategy performance.



Reason 3: Dividends support long-term wealth creation 
through stability and compounding

C R I T I CA L I N V E S TO R PR I O R I T I E S :

• �Capital and Dividend Compounding: Let your money work for you. Actively managed 
dividend growth strategies tap into two key sources of return: capital appreciation and 
dividend income. Together, these can enhance overall performance potential. With 
companies that grow their dividends, reinvestment buys more shares that also earn 
dividends, compounding returns and building on a dollar-cost-averaging strategy.

• �Inflation Protection: As inflation eats away at purchasing power, rising dividend payouts 
may serve as a valuable defense. Unlike fixed-income sources with static payments, 
dividend growth strategies offer the potential for increasing cash flow over time. This 
can help investors preserve, and even enhance, their real returns across inflationary 
environments.

• �Risk Mitigation: Actively managed dividend growth strategies can help reduce portfolio 
risk exposures in two key ways. First, dividend-paying stocks have historically shown lower 
volatility, though this is not guaranteed, with steadier performance in both rising and falling 
markets. Second, dividends provide a cushion during market declines, helping investors 
recover faster. The chart below highlights how limiting losses reduces the gains needed to 
recover, reinforcing the value of capturing steadier performance.

An actively managed dividend growth strategy can be a powerful portfolio addition, 
whether investors are looking for a durable source of investment income or aiming to 
grow and protect their wealth over the long term.

If an investment loses…

 Percent Loss New Value
-100% $0
-90% $100
-80% $200
-70% $300
-60% $400
-50% $500
-40% $600
-30% $700
-20% $800
-10% $900

Getting back to the initial value 
requires a gain of…

Breakeven Gain
-

900%
400%
233%
150%
100%
67%
43%
25%
11%

The Math of Loss, and How Much It Takes to Get Back  
Based on hypothetical $1,000 investment

“At Bahl & Gaynor, we 
have seen firsthand how the  
consistency and resilience 
that is typically associated  
with dividend growth  
investing can offer investors 
a cornerstone of sustainable 
wealth building.”
	 – �Robert S. Groenke,  

Chief Executive Officer
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Illustrative only, not indicative of any strategy performance.



About Bahl & Gaynor 
Dividends Pay Dividends®

Bahl & Gaynor Investment Strategies3

Income Growth Family
Targeted Client Outcomes:
•  Current & Consistent Income Growth
•  Downside Risk Protection
•  Seeks Alpha Generation

Dividend Family
Targeted Client Outcomes:
•  Long-Term Income Growth
•  Downside Risk Protection
• � �Seeks Alpha Generation

•  Inception: 12/2005
•  AUM/AUA: $41.5B

•  Active ETF 
•  Advisor SMA/UMA 
•  Managed Accounts

Income 
Growth 

(large cap 
focus)

smig® – 
Small/Mid Cap 

Income 
Growth

Dividend 
(large cap 

focus)

Small Cap 
Dividend

•  Inception: 3/2013
•  AUM/AUA: $2.7B

•  Active ETF 
•  Advisor SMA/UMA 
•  Managed Accounts

•  Inception: 6/1990
•  AUM/AUA: $7.0B

•  Active ETF 
•  Advisor SMA/UMA 
•  Managed Accounts

•  Inception: 12/2005
•  AUM/AUA: $0.4B

•  Active ETF 
•  Advisor SMA/UMA 
•  Managed Accounts

Strategy:

Vehicle:

1 Source: Ned Davis Research, Inc (Prior to 9/30/2018), FactSet (Post 9/30/2018). Data as of 9/30/2025. 2 Source: https://shillerdata.com/. Based on S&P 
500 going back to inception in 3/1957 using historical stock prices, earnings and dividends of large U.S. companies. 3 Source: Bahl & Gaynor. Bahl & 
Gaynor identifies assets under management as assets over which the firm has discretion (including high net worth and institutional accounts and certain 
platform assets). Assets under advisement include model-only platform assets over which the firm does not have discretion. Data as of 9/30/2025.
Definitions: Alpha is a measure of risk-adjusted return expected from a portfolio above the benchmark return at any point in time. Dollar Cost Averaging 
is investing your money in equal portions, at regular intervals, regardless of the ups and downs in the market. Standard Deviation is a statistical measure 
of historical variability of returns around a mathematical average return that was produced over a given period. The higher the standard deviation, the 
greater the variability in returns relative to the average return.
The S&P 500 Index tracks the total return of about 500 of the largest publicly listed U.S. companies, as measured by market capitalization. The “S&P 
500” is a product of S&P Dow Jones Indices LLC (“SPDJI”), and has been licensed for use by Bahl & Gaynor. Standard & Poor’s® and S&P® are registered 
trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow 
Jones”); and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by Bahl & Gaynor. Indices are unmanaged, 
hypothetical portfolios of securities that are often used as a benchmark in evaluating the relative performance of a particular investment. An index 
should only be compared with a mandate that has a similar investment objective. An index is not available for direct investment and does not reflect any 
of the costs associated with buying and selling individual securities or management fees.
This document is for informational and educational purposes only and is not intended to provide specific investment, tax, or legal advice. Investors should 
consult with their financial professionals to determine the appropriateness of an investment with Bahl & Gaynor, including an actively managed exchange-
traded fund (ETF), based on their individual circumstances, objectives, and risk tolerance. Bahl & Gaynor does not represent the information is accurate or 
complete and it should not be relied on as such. It is provided with the understanding that no fiduciary relationship exists because of this report. Opinions 
expressed in this report are the opinions of Bahl & Gaynor and are subject to change without notice. Certain information contained herein constitutes 
“forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” 
“project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to various 
risks and uncertainties, actual events, results or actual performance may differ materially from those reflected or contemplated in such forward-looking 
statements. Nothing contained herein may be relied upon as a guarantee, promise, assurance or a representation as to the future. 
Bahl & Gaynor Investment Counsel (“B&G”) is a federally registered investment adviser under the Investment Advisers Act of 1940. Registration does not 
imply Information or a certain level of skill or training. More information about B&G can be found by visiting www.adviserinfo.sec.gov and searching for 
Bahl & Gaynor. This material is distributed by Bahl & Gaynor Investment Counsel, Inc., and is for information purposes only. No part of this document may 
be reproduced in any manner without the written permission of Bahl & Gaynor.
Investing involves risk, including the possible loss of principal. The performance of an Active ETF depends on the skills and decisions of the portfolio 
manager and the performance of the underlying securities. Market conditions, volatility, and economic factors can impact an Active ETF’s performance.
Bahl & Gaynor assumes no liability for the interpretation or use of this report. Investment conclusions and strategies suggested in this report may not be 
in the best interests for all investors and consultation with a qualified investment advisor is recommended prior to executing any investment strategy. 
This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. 
Certain information contained herein has been obtained from third party sources and such information has not been independently verified by Bahl 
& Gaynor. No representation, warranty, or undertaking, expressed or implied, is given to the accuracy or completeness of such information by Bahl 
& Gaynor or any other person. While such sources are believed to be reliable, Bahl & Gaynor does not assume any responsibility for the accuracy or 
completeness of such information. Bahl & Gaynor does not undertake any obligation to update the information contained herein as of any future date.
Investors should consider the investment objectives, risks, charges and expenses carefully before investing. For a prospectus or summary 
prospectus with this and other information about the Fund, please call 888-355-6962 or click here. Read the prospectuses or summary 
prospectuses carefully before investing.
Bahl & Gaynor ETFs are distributed by Quasar Distributors, LLC.
Copyright Bahl & Gaynor Investment Counsel, Inc., 2026. All rights reserved.
Not FDIC Insured - Not Bank Guaranteed - May Lose Value

https://etf.bahl-gaynor.com/wp-content/uploads/funddocs/Prospectus.pdf

