Index Insights | Equities

FTSE Global Equity
High Income Index
Series

A comprehensive and diversified
benchmark representing global
companies that pay relatively higher
dividend yields

January 2025

FTSE
RUSSELL

An LSEG Business

AUTHORS

Richard Ng, CFA

Senior Manager, Equity and Multi-Assets Index
Research and Design

richard.ng@Iseg.com

Kathleen Dobyns

Senior Manager, Equity and Multi-Assets
Product Management
kathleen.dobyns@Iseg.com



mailto:richard.ng@lseg.com
mailto:kathleen.dobyns@lseg.com

Index Insights | Equities

Overview

In the realm of investment strategies, achieving relatively high returns while managing risk has
continued to be a goal for investors. One approach that has remained a popular choice is the
pursuit of high dividend yielding stocks through an equity income focused benchmark. These
indices aim to provide market participants looking to capitalise on equity income potential with
dividend distributions.

Dividend yield, a fundamental financial metric, is calculated by dividing the annual dividend per
share by the stock’s current market price, expressed as a percentage. Investors opt for high
dividend yield indices for various reasons, including income generation, portfolio diversification
and risk management. Stocks with dividends are often mature companies with established
cash flows and show a greater-than-average commitment to returning cash to shareholders.
Additionally, during periods of market volatility or economic uncertainty, dividends from such
stocks may offer a shield against capital losses, providing investors with a degree of stability
amidst fluctuating market conditions. Overall, dividend yield focused indices remain a crucial
consideration for income-oriented market participants seeking cash flows and potential capital
appreciation.

To address increasing market demand, FTSE Russell launched the

FTSE Global Equity High Income Index Series in May 2024. The series is designed to track
the performance of global securities exhibiting relatively high tax adjusted dividend yields. The
FTSE Russell Research team has constructed a simple but comprehensive market-cap
weighted methodology for the FTSE Global Equity High Income Index Series to capture high-
yielding global equities while addressing concerns regarding tax implications and yield traps.

Methodology highlights:

- Reviewed based on the eight regions used to construct the FTSE All-World Index, including
REITs

- Constituents are ranked based on their forecast tax-adjusted dividend yield to create a
diversified index with relatively lower tracking error to its underlying universe. Stocks with
the highest forecast tax-adjusted dividend yields are included

- With high yield indices, in order to avoid yield traps and exclude securities that may not be
able to sustain consistent dividend payments, constituents with zero or no historical or
forecast dividends are screened out. The bottom fifth percentile of companies with negative
returns are also excluded

This paper presents the analysis and corresponding rationale for the methodology, along with
summaries of simulated performance and characteristics of the index series:

- Section | outlines the requirements for the index series and establishes the index design
goals.

— Section Il, outlines the index design considerations and analysis, based on the index design
goals in Section I, to determine the appropriate methodology for achieving these objectives

- Section Il presents summaries of index simulated performance results and characteristics
associated with the selected index methodology

FTSE Russell
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Section |: Index design goals

To design an index series that reflects the performance of securities exhibiting relatively high tax adjusted
dividend yield, we identified the following index design goals:

1. Create a simple, intuitive methodology with effective communication to clients.
2. Create market cap weighted indices with relatively higher yield when compared to the benchmarks.

3. Incorporate country tax rate to achieve relatively higher yield in terms of net of dividend tax for tax-
aware investors.

4. Exclude securities with a higher probability to have lower dividend in the future.

Flexibility to create regional or country carve-outs, such as US, Developed ex US and Emerging
markets.

6. Relatively low concentration risk and maintain diversification.
7. Trading concerns, relatively low turnover.

In the next section, we go through index design considerations in order to achieve the index design goals
above.

Section Il: Index design
considerations

In order to achieve the index design goals in Section I, we have looked at the following index design
considerations:

Considerations Goals

1 Consider factors that indicate securities to have higher probability to have lower dividend in 4
the future

Use forecast dividend yield, trailing dividend yield, or both to rank

Ranking of securities globally, within country, or within region

Ranking and selection methods

N

Ranking with gross of dividend tax yield vs. net of dividend tax yield

Country and industry constraints

Consideration of Real Estate

Company capping

Ol (N[Ol | bd]jW|N

Capacity ratio

10 Minimum security weight

11 Rebalance frequency

N|IN|N[oflo/lo[floo|[w |k, |0 DN

12 Buffer rules

The rest of the section below details analysis conducted and conclusions for the above index design
considerations.

FTSE Russell
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1. Factors that indicate securities to
have higher probability to have lower
dividend in the future

While one of the index goals is to include high yielding equity securities, it is prudent to consider if the
dividend level can be maintained in the future. We evaluated factors to consider whether securities

should be excluded if the factors indicate a higher probability of lower dividend in the future. The table
below lists the 17 factors that we have considered alongside their rationales.

Table 1: Factors to assess if they indicate a higher probability to have lower
dividend in the future

L T —

Zero forecast dividend

Securities that are forecasted to have no dividend

IBES forecast dividend

1.2 Zero trailing dividend Securities that have not paid a dividend and then are  Last 12 month trailing dividend
forecasted to do so may lead to dividend
disappointment
1.3 Extreme return As dividend yield is calculated as dividend per share Momentum factor*
divided by price, a rapid fall in price can inflate the
dividend yield
1.4a Extreme forecast dividend  Extreme forecast dividend yield may not be IBES forecast dividend yield
yield sustainable
1.4b Extreme trailing dividend Extreme trailing dividend yield may not be Last 12 month trailing dividend yield
yield sustainable
1.5a Extreme payout ratio Extreme payout ratio may not be sustainable Company paid dividend/net income
1.5b Extreme forecast payout Extreme forecast payout ratio may not be realised Forecast company dividend/net income
ratio
1.6 Quality Dividend may be sustained by financing rather than Composite of ROA, change in asset turnover,
operating activities of a company accruals, leverage ratio*
1.7 Piotroski Score A score to judge a firm’s financial strength that Piotroski Score that incorporates nine factors
reflects on if dividend is sustainable that speak to a firm’s financial strength
1.8 ROE A measure on how efficient equity is used that Return on Equity
reflects on if dividend is sustainable
1.9a Sales growth Sales growth indicates business condition to support ~ Three year growth in reported sales
dividend
1.9b Forecast sales growth Forecast sales growth indicates business condition to  Forecast three year growth in sales
support dividend
1.10a EPS growth EPS growth indicates financial condition to support Earnings per share growth
dividend
1.10b Forecast EPS growth Forecast EPS growth indicates financial condition to Forecast earnings per share growth
support dividend
1.11 Debt equity ratio Debt equity ratio indicates level of debt service in Debt-to-Equity ratio
sustaining dividend
1.12a PE Earnings yield correlates to dividend yield in Price Earnings ratio
sustaining dividend
1.12b Forecast PE Forecast earnings yield correlates to dividend yield in ~ Forecast price earnings ratio

sustaining dividend

* see FTSE Global Factor Index Series Ground Rules

FTSE Russell
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For the analysis in this paper, we examined constituents of the FTSE All-World Index from September
2002 to September 2023.

1.1 - Zero forecast dividend

For securities that had forecast dividend of zero, the majority of the securities did have a realised
dividend of zero (3555 companies had zero realised dividend compared to 403 which had a realised
dividend of greater than zero). In the index methodology, we therefore exclude securities that have
forecast dividend of zero.

Given zero forecast dividend provides a strong signal of future dividend payments, in addition to annual
rebalance, zero forecasted dividends are checked on a quarterly basis to exclude securities with zero
forecast dividend.

For the rest of the factors, to assess how each factor may indicate level of future dividend, we define
Dividend Realised Ratio as:

Realised Dividend per Share
Forecast Dividend per Share

Dividend Realised Ratio =

For detail definition, see Appendix A.

1.2 — Zero trailing dividend and 1.4b — extreme
trailing dividend yield

For the charts below, we looked at all securities across all index review periods. We grouped the
securities by 1) having trailing dividend yield of 0, 2) trailing dividend yield of between 0 and 1x the
geographical regional average, 3) trailing dividend yield of between 1x and 2x region average, and so on.
We then counted the number of securities that have 0, between 0 and 25%, between 25% and 50%, and
so on in terms of Dividend Realised Ratio in each group.

Figure 1.2.1: Dividend realised ratio —trailing dividend (number of stocks)
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Figure 1.2.2: Dividend realised ratio — Trailing dividend (% by count)

100%
80%
60%
40%
20%
Q 3

% by count

0%
N //r;\‘ o5t o ,/95\' 795\~

4 7 4

QL -\-L +1’ S +L
N SV 2 B
Regional multiple

m0 m>0%,<=25% m>25%,<=50% " >50%,<=75% m>75%,<=100% m>100%

Source: FTSE Russell, data as of September 2023.

For the securities that had a trailing dividend of zeros, over 30% had a realised dividend of zero (Figure
1.2.2, left-most bar, in red). We therefore exclude securities that have trailing dividend of zero in the
index methodology.

Given zero trailing dividends are a strong signal on future dividend, in addition to annual rebalance, zero
trailing dividend is checked on a quarterly basis to exclude securities with zero trailing dividends.

While we suspected securities that have extremely high trailing dividend yield may not be able to sustain
the dividend yield level, we do not see a significant impact in the data above. We therefore do not use
extreme trailing dividend yield for exclusion in the index methodology.

1.3 — Extreme return

For the charts below, we looked at securities that have negative returns, and grouped them into
percentile within each geographical region.

1.3.1 Dividend realised ratio — Extreme return (number of
stocks)
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1.3.2 Dividend realised ratio — Extreme return (% by count)
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For the securities that were within the bottom 5" percentile, they had a high probability of having a lower
Dividend Realised Ratio (Figure 1.3.2, two left most bars, around 80% by count). We therefore exclude
securities that are within the bottom 5™ percentile with negative returns in each region.

For the rest of the factors, we do not see a significant relationship between factor level and Dividend
Realised Ratio. In addition, if we exclude based on the factors, we may potentially also exclude a
sizeable portion of securities with high Dividend Realised Ratio. We therefore do not use these factors for
exclusion in the index methodology. Appendix B has the results for the rest of the factors.

2. Use forecast dividend yield, trailing
dividend yield, or both to rank

As mentioned, a zero forecast dividend often results in a zero realised dividend, we therefore use
forecast dividend yield to rank securities. While companies tend to aim to have a consistent dividend
policy, trailing dividends are a good indicator of future dividend payments. Forecast dividends do reflect
that they are mostly close to trailing dividends. While it is possible to use trailing dividend yield when
forecast dividend yield is not available, coverage of forecast dividend yield is satisfactory, especially for
the recent period. (See Figure 2.1 and 2.2) In light of maintaining a simple methodology, and in case of
mismatch between trailing and forecast dividend due to market disruption, we use forecast dividend
yield solely in ranking in the index methodology.

FTSE Russell
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Figure 2.1: Forecast dividend yield coverage (by count)
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Source: FTSE Russell, data as of September 2023.

Figure 2.2: Forecast dividend yield coverage (by market cap weight)
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3. Ranking of securities globally,
within country, or within region

Rank globally

Selecting companies on a global basis presents challenges. Table 3.1 shows the bottom five average
forecast dividend yield by country. Certain markets such as Japan will not be selected.

Table 3.1: Bottom 5 forecast dividend yield by country

IND 1.90
JPN 1.93
USA 1.93
DNK 2.07
IRL 2.27

Source: FTSE Russell, data as of September 2023.

After withholding taxes are applied, country representation widens even further. Table 3.2 shows the
bottom five average forecast tax adjusted dividend yield by country. For example, fewer US companies
are selected due to 30% US withholding tax.

Table 3.2: Bottom 5 forecast tax adjusted dividend yield by country

Country Average forecast tax adjusted dividend yield

USA 1.41
DNK 1.54
JPN 1.70
KOR 1.75
IND 1.77

Source: FTSE Russell, data as of September 2023.

Rank within country

Selecting high yielding companies within a country has no benefit of incorporating withholding taxes.

Rank within geographical region

Given the challenge of ranking globally and ranking within country, we use ranking within geographical
region in the index methodology. In addition, ranking within region allow the methodology to maintain
high yield stocks relative to region, making the index more suitable for creating regional carve-outs.

FTSE Russell
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4. Ranking and selection methods

In order to create an index with higher dividend yield relative to the benchmark, and maintain a relatively

simple index methodology, we use ranking and selection. With the index level dividend yield, and
resulting diversification and concentration in mind, we evaluated the following options:

Ranking:
1. By dividend yield
2. By dividend yield contribution

Selection:
1. Select top 50% by count
2. Select top 50% by market cap

Using rank by dividend yield contribution and select top 50% by market cap results in smaller security
count dominated by large cap stocks (Figure 4.1). While using rank by dividend yield contribution and
select top 50% by count covers a sizeable percentage of the market with limited differentiation to the

underlying universe (Figure 4.2).

Figure 4.1: Ranking and selection methodology (stock count)
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Figure 4.2: Ranking and selection methodology (market cap coverage)
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In terms of resulting index level yield, rank by dividend yield contribution results in lower index level
dividend yield (Figure 4.3).

Figure 4.3: Ranking and selection methodology (index level Trailing yield)
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While ranking by dividend yield and selecting the top 50% by count is largely similar to selecting top 50%
by market cap, there is potential for extreme cases where high yield stocks are all small in one
geographical region, resulting in a small weight in that region. We therefore do not use rank by dividend
yield and select top 50% by count.

With consideration in security count, market cap coverage, and the resulting index level dividend yield,
ranking by dividend yield and selection by market cap is used in the index methodology. The table
below summarises the rationales for the selection rules.

Yield — Potentially extreme case when
high yield stocks are all small in
one geographical region,
resulting in small region weight

X v

vield Contribution — High Market Cap Coverage with
limited differentiation to — Low stock count dominated
underlying universe by large cap stocks

— Low Yield Uplift — Low yield uplift

X X

5. Ranking with gross of dividend tax
yield versus net of dividend tax yield

Ranking with net of dividend tax yield results in better outcome when the result is measured in net of
dividend tax yield at the index level. While the enhancement is modest (Figure 5), we rank with net of
dividend tax yield in line with index design goals.

Figure 5: Yield enhancement using net of dividend tax yield to rank (bps)

6.00

5.00

4.00

3.00

2.00

1.00

0.00
N M I IO © I 0 O O 4 N MO g 1 © N~ 0 0 O 1 N M
O O O O O ©0 0O O o o o d «d o «d d o o4 N N N
O O O 0O O O O 0O O O 0O 0O O O O o o o o o o o
AN N N N N NN NN N N NN N NN NN NN ANAN
_ SN S S S S S S S OSSR OTBSE OSSR TSR OCCTESERIRCERIRCERITERICTSERITE TSSO
oo OO O OO O O O O OO O O OO 0O O O O O O O O O O

Source: FTSE Russell, data as of September 2023.
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6. Country and industry constraints

Country and industry weights, compared to underlying benchmark, in terms of both absolute and relative
weights are modest. To allow high dividend yield securities to be selected and weighted accordingly, we
do not constrain country and industry weights. Figures 6.1 to 6.4 show country and industry maximum
absolute as well as relative weights versus the underlying benchmark.

Figure 6.1: Maximum country weight
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Source: FTSE Russell, data as of September 2023.

Figure 6.2: Maximum industry weight
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Source: FTSE Russell, data as of September 2023.
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Figure 6.3: Maximum country active weight

15%

10%

5%

0%

_5%/\/—/\/\/\

-10%
N MO g IO ©O I~ 0 O O 4 N M - 1 © ™~ 0 00 O 1 N M
O O O O O O O O oI d o A o o d o o 4 N N N N
O O O O O O O O O O OO O O O O O o o o o o
N AN AN NN AN AN AN NN NN NN NN NN NN N
~ S, S, Y, Y, Y Y Y Y Y Y Y Y Y Y Y Y e Y S Y =
OO OO OO O O O O O O OO O OO O O OO O O O O O O O

—— Minimum active weight —— Maximum active weight

Source: FTSE Russell, data as of September 2023.

Figure 6.4: Maximum industry active weight
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Overall, the index is underweight in Technology and Consumer Discretionary while overweight in
Financials and Utilities.
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7. Consideration of Real Estate

Given REITs are required to distribute a certain percentage of income by regulation, there is potential for
REITs to be overweight in a high dividend yield index. We do not see significant overweight of Real
Estate (Figure 7), and we therefore do not treat REITs separately in the index methodology.

Figure 7: Real Estate active weight (Real Estate overweight)
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Source: FTSE Russell, data as of September 2023.

8. Company capping

Figure 8 shows maximum company weights over time. Historically maximum company weights were less
than 5%. We do not apply company capping in the index methodology.

Figure 8: Company weight
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Source: FTSE Russell, data as of September 2023.
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9. Capacity ratio

Given we are selecting top 50% of the securities by market cap, and we are weighting securities by
market cap weights, capacity does not pose an issue. We therefore do not have capacity ratio constraint
in the index methodology. Figure 9 shows maximum capacity ratio overtime.

Figure 9: Maximum capacity ratio
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Source: FTSE Russell, data as of September 2023.

10. Minimum security weight

Given we are selecting top 50% of securities by market cap, and we are weighting securities by market
cap weights, security weights are higher than the underlying benchmark (Figure 10). We do not apply
minimum security weight constraint in the index methodology.

Figure 10: Minimum security weight (minimum stock weight)
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11. Rebalance frequency

While companies do not normally make significant change in dividend policy, we have tested to see the
trade-off between rebalance frequency and maintaining index level dividend yield. Figure 11.1 and Table
11 show the cost of rebalance in terms of turnover while figure 11.2 shows the benefit of rebalance in
terms of index level dividend yield.

Figure 11.1: Cost — Index review turnover differences compared to annual rebalance
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Source: FTSE Russell, data as of September 2023.

Table 11: Cost — Annual turnover

Annual Semi-annual

36.95 51.84

Source: FTSE Russell, data as of September 2023.

Figure 11.2: Benefit — Dividend yield differences compared to annual rebalance

Dividend Yield Differences from Annual Rebalance
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Given the additional turnover if semi-annual rebalance is added, and the modest enhancement of index
level yield, we do not include a semi-annual rebalance in the index methodology. As mentioned in earlier
sections, given zero forecast dividend and zero trailing dividend are strong signals for zero future
dividend, we do apply a quarterly check to exclude securities with zero forecast or trailing dividend to
maintain a balanced trade-off between turnover and index level dividend yield.

12. Buffer rules

To potentially further reduce turnover, instead of re-selecting top 50% of securities in each review, we
assessed allowing a buffer for security addition and deletion. We have evaluated 45/55, 40/60, and 40/75
for addition/deletion buffer.

By definition, e.g., dividend yield differences between 40" and 75" percentile are higher than between
45" and 55" percentile. For details, Appendix C has dividend yield levels for the 40™, 45", 551, 60™, and
75™ percentile for each region. The wider the buffer, the larger the range of dividend yield of stocks may
be included in the index.

We looked at the trade-off between turnover (Table 12, Figure 12.1)/addition (Figure 12.2)/deletion
(Figure 12.3) as a cost, and the resulting index level yield as a benefit.

Table 12: Cost — Average annual index review turnover

No Buffer 45/55 40/60 40/75

36.95 30.53 27.12 22.35

Source: FTSE Russell, data as of September 2023.

Figure 12.1: Trade-off — Change in index level yield (benefit) vs. change in turnover
(cost)
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Figure 12.2: Trade-off — Change in index level yield (benefit) vs. change in number

of adds (cost)
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Source: FTSE Russell, data as of September 2023.

Figure 12.3: Trade-off — Change in index level yield (benefit) vs. change in number

of deletes (cost)
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Considering the balance between turnover/additions/deletions, index level dividend yield and yield
differences within the buffer range, we use 45/55 as the buffer rule in the index methodology.

FTSE Russell

0.30

0.20

0.10

0.00

-0.10

-0.20

-0.30

-0.10

-0.20

-0.30

20




Index Insights | Equities

In summary, below is the resulting methodology
used in consideration to achieve index design
goals:

1. Create a simple, intuitive methodology with effective communication to clients.
Use simple rank and select methodology.

2. Create market cap weighted indices with relatively higher yield when compared to the benchmark.
Rank by security forecast dividend yield.

3. Incorporate country tax rate to achieve relatively higher yield in terms of net of dividend tax for tax-
aware investors.

Rank by security forecast net of dividend tax yield.
4. Exclude securities with higher probability to have lower dividend in the future.
Exclude securities with zero forecast or trailing dividend and extreme negative return.

5. Potentially to create regional or country carve-outs, such as US, Developed ex US, and Emerging
markets.

Rank securities within region.
6. Relatively low concentration risk and maintain diversification.

Select top 50% securities by dividend yield and weighted by market cap.
7. Trading concerns, relatively low turnover.

Incorporate buffer rules. Annual rebalance with quarterly removal of securities with zero
forecast or trailing dividend to balance turnover vs. maintaining index level dividend yield.

FTSE Russell
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Section Ill: Index simulated
performance results and
characteristics

With the index methodology, we have simulated the performance from September 2002 to March 2024.
Below is a summary of the performance and characteristics.

Table 13.1: Simulated performance and characteristics

Maximum Up Down

Index Annualised |Annualised drawdown Tracking Beta |capture |capture Annual 2-way
(0) ili (V) 0, 0,

return (%) volatility (%) (%) error (%) ratio (%) | ratio (%) turnover (%)

FTSE All-

World 9.90 15.55 -54.47

FTSE Global

Equity High 8.85 14.89 -54.91 3.98 0.93 89.87 93.96 30.37

Income

Source: FTSE Russell, data as of September 2023. Past performance is no guarantee of future returns. Returns shown prior
to index or rate launch reflect hypothetical historical performance. Please see the end for important legal disclosures.

Figure 13.1: Simulated performance
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Figure 13.2: Number of stocks
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Source: FTSE Russell, data as of September 2023.

The resulting index level yield is around 2x the underlying universe in the recent period.

Figure 13.3: Index level yield
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Included below are characteristics of the snapshot of the September 2023 index review.

Top 10 Stocks by weight

Table 13.2: Top 10 stocks by weight as of September 2023 index review

Benchmark Welght

Exxon Mobil Energy 0.69 1.08

Corporation

JPMorgan Chase Financials USA 1.70 0.66 1.04

& Co

Johnson & Health Care USA 1.57 0.61 0.96

Johnson

Procter & Consumer USA 1.44 0.56 0.88

Gamble Staples

Broadcom Technology USA 1.43 0.56 0.87

Home Depot Consumer USA 1.33 0.52 0.81
Discretionary

Chevron Energy USA 1.13 0.44 0.69

Merck & Co Health Care USA 111 0.43 0.68

AbbVie Inc Health Care USA 1.04 0.41 0.63

PepsiCo Consumer USA 0.99 0.39 0.61
Staples

Source: FTSE Russell, data as of September 2023.

Industry weights

Table 13.3: Industry stock count and weights as of September 2023 index review

ICB Industry Index count Index weight Sc()agrc]thmark \IIBVzingc;ltmark \é\i/fefigrgtnce
Basic Materials 151 4.86 380 3.71 1.15

Cpnsur_ner 209 8.71 642 14.13 -5.42
Discretionary

Consumer Staples 115 9.72 330 6.18 3.54

Energy 117 10.66 177 4.99 5.67

Financials 392 24.39 610 13.89 10.50
Health Care 48 9.12 354 11.52 -2.40
Industrials 278 11.77 77 13.03 -1.27
Real Estate 134 4.52 241 2.45 2.07

Technology 72 5.79 419 24.17 -18.38
Telecommunications 68 4.77 135 3.02 1.75

Utilities 126 5.69 229 291 2.78

Source: FTSE Russell, data as of September 2023.
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Region weights

Table 13.4: Region stock count and weights as of September 2023 index review

Benchmark Benchmark Weight
Region Index count Index weight
count weight difference

Latin America 1.19 1.05 0.14
Asia Pacific ex Japan 392 9.37 886 8.55 0.83
ex China

China 390 2.60 1238 3.25 -0.64
Developed Europe 259 19.84 537 16.02 3.82
Emerging Europe 25 0.19 150 0.26 -0.06
Japan 240 7.90 513 6.24 1.66
Middle East and Africa 79 1.69 185 1.35 0.34
North America 277 57.20 637 63.29 -6.09

Source: FTSE Russell, data as of September 2023.

Country weights

Table 13.5: Country stock count and weights as of September 2023 index review

Index Benchmark Benchmark Weight Country Index Benchmark Benchmark Weight

Country

weight count weight difference weight count weight difference

AU 58 3.41 111 1.97 1.43 PHIL 11 0.07 27 0.08 0.00
BELG 5 0.17 14 0.25 -0.07 POL 5 0.10 10 0.07 0.03
BRAZ 31 0.89 83 0.64 0.26 PTL 2 0.08 4 0.05 0.03
CAN 34 4.33 49 2.43 1.90 QA 12 0.19 17 0.10 0.09
CHL 2 0.04 21 0.07 -0.02 ROU 2 0.02 6 0.01 0.00
CHN 390 2.60 1238 3.25 -0.64 SAF 20 0.37 41 0.34 0.02
CcoL 5 0.04 5 0.02 0.02 SAU 21 0.64 56 0.47 0.17
CZE 4 0.04 5 0.02 0.03 Sl 31 0.83 35 0.33 0.49
DEN 2 0.03 19 0.76 -0.74 SP 17 1.34 24 0.65 0.69
EGY 0 0.00 3 0.01 -0.01 SWED 15 0.56 55 0.73 -0.16
FIN 9 0.48 14 0.28 0.20 SWIT 14 1.79 51 241 -0.62
FRA 32 2.96 70 2.89 0.07 THAI 27 0.32 50 0.25 0.07
GER 32 3.09 73 2.05 1.04 TUR 11 0.06 100 0.13 -0.07
GRC 4 0.03 25 0.06 -0.02 TWN 62 1.75 119 1.63 0.12
HK 54 1.04 78 0.65 0.39 UAE 17 0.32 29 0.19 0.13
HUN 3 0.03 4 0.03 0.00 UK 71 6.66 107 3.82 2.83
IND 30 0.50 212 1.82 -1.33 USA 243 52.88 588 60.86 -7.98
INDO 21 0.34 40 0.23 0.11

IRE 2 0.07 5 0.07 -0.01

ISL 1 0.01 10 0.01 -0.01

ISR 6 0.15 30 0.15 0.00

ITA 20 1.27 35 0.68 0.59

JA 240 7.90 513 6.24 1.66

KOR 60 0.67 159 1.33 -0.66

FTSE Russell
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conn Index Index Benchmark Benchmark Weight Countr Index Index Benchmark Benchmark Weight
y count weight count weight difference y count weight count weight difference
KWT 9

3 0.02 0.09 -0.07
MAL 29 0.38 39 0.18 0.20
MEX 10 0.22 39 0.33 -0.11
NETH 14 0.70 31 1.08 -0.38
NOR 12 0.40 18 0.18 0.23
Nz 8 0.08 15 0.08 0.00
OEST 7 0.13 7 0.05 0.08
PAK 1 0.00 1 0.00 0.00

Source: FTSE Russell, data as of September 2023.
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Appendix A — Dividend realised ratio

1. Ateach review we calculate a 12-month forecast DPS using DPS forecasts for FY1 and FY2.

2. We then calculate the realised DPS using a proportion of realised DPS for each corresponding fiscal
year.

3.  We compared 1) with 2) checking if forecast DPS was realised.
— Forecast < Realised = Dividend Surprise

— Forecast > Realised = Dividend Disappointment

FY2 DPS

and FYO

DPS

(2019)

were

scaled

by

EY1 243/365 o Forecast

FY1 DPS DPS + L 12m DPS
and FYO / If Forecast 12m
DPS DPS > Realised
(2018) =f)_ 12mDps-
were . Dividend
E;aled Disappointment
122/365 ™\

| Y

31/08/2018 31/12/2018

All data in the Appendix sourced from FTSE Russell, as of September 2023.

=

31/08/2019 31/12/2019
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Appendix B — Relationship between
factors and dividend realised ratio

Figure B-1.4a.1: Dividend realised ratio — Extreme forecast dividend yield (number
of stocks)
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Figure B-1.4a.2: Dividend realised ratio — Extreme forecast dividend yield (% by
count)
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Figure B-1.5a.1: Dividend realised ratio — Extreme payout ratio (number of stocks)
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Figure B-1.5a.2: Dividend realised ratio — Extreme payout ratio (% by count)
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Figure B-1.5b.1: Dividend realised ratio — Extreme forecast payout ratio (number of

stocks)
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Figure B-1.5b.2: Dividend realised ratio — Extreme forecast payout ratio (% by
count)
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Figure B-1.6.1: Dividend realised ratio — Quality (number of stocks)
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Figure B-1.6.2: Dividend realised ratio — Quality (% by count)
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Figure B-1.7.1: Dividend realised ratio — Piotroski score (number of stocks)
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Figure B-1.7.2: Dividend realised ratio — Piotroski score (% by count)
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Figure B-1.8.1: Dividend realised ratio — ROE (number of stocks)
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Figure B-1.8.2: Dividend realised ratio — ROE (% by count)
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Figure B-1.9a.1: Dividend realised ratio — Sales growth (number of stocks)
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Figure B-1.9a.2: Dividend realised ratio — Sales growth (% by count)
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Figure B-1.9b.1: Dividend realised ratio — Forecast sales growth (number of stocks)
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Figure B-1.9b.2: Dividend realised ratio — Forecast sales growth (% by count)
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Figure B-1.10a.1: Dividend realised ratio — EPS growth (number of stocks)

5000
4500
4000
3500
3000
2500
2000
1500
1000

500

Number of stocks

m0

m>0%,<=25%

oS O O
4 4 4 4 4 P
%Qo o S © Qo\o Qo\ oo ‘bgo ©
7 7 7 7 7 7
Percentile

m>25%,<=50%

>50%,<=75%

u>75%,<=100%

m>100%

Figure B-1.10a.2: Dividend Realised Ratio — EPS growth (% by count)
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Figure B-1.10b.1: Dividend realised ratio — Forecast EPS growth (number of stocks)
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Figure B-1.10b.2: Dividend realised ratio — Forecast EPS growth (% by count)
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Figure B-1.11.1: Dividend realised ratio — Debt equity ratio (number of stocks)
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Figure B-1.11.2: Dividend realised ratio — Debt equity ratio (% by count)
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Figure B-1.12a.1: Dividend realised ratio — PE (Number of stocks)

5000
4500
4000
3500
3000
2500
2000
1500
1000

500

Number of stocks

m0

m>0%,<=25%

oS O O
4 4 4 4 4 P
%Qo o S © Qo\o Qo\ oo ‘bgo ©
7 7 7 7 7 7
Percentile

m>25%,<=50%

>50%,<=75%

u>75%,<=100%

Figure B-1.12a.2: Dividend realised ratio — PE (% by count)
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Figure B-1.12b.1: Dividend realised ratio — Forecast PE (number of stocks)
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Figure B-1.12b.2: Dividend realised ratio — Forecast PE (% by count)
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Appendix C — Dividend yield level at
40™, 45, 55%, 60", 75" percentile for
each region

Figure D-12.1: Dividend yield level at 40", 45t 55! 60", 75t percentile for each
review (Asia Pacific ex Japan ex China)
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Figure D-12.2: Dividend yield level at 40", 45t 55t 60", 75t percentile for each
review (China)
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Figure D-12.3: Dividend yield level at 40", 45t 55! 60", 75t percentile for each
review (Japan)
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Figure D-12.4: Dividend yield level at 40, 45t 55! 60", 75t percentile for each
review (Developed Europe)
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Figure D-12.5: Dividend Yield Level at 40", 45t 55t 60t 75! percentile for each
review (Emerging Europe)
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Figure D-12.6: Dividend yield level at 40", 45t 55t 60", 75t percentile for each
review (Middle East and Africa)
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Figure D-12.7: Dividend yield level at 40", 45t 55! 60", 75t percentile for each
review (Latin America)
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Figure D-12.8: Dividend yield level at 40", 45t 55! 60", 75" percentile for each
review (North America)

North America

2.5

15

0.5

40 45 55 60 75

FTSE Russell

45




ABOUT FTSE RUSSELL

FTSE Russell is a leading global provider of index and benchmark solutions, spanning diverse asset classes and investment objectives. As a trusted
investment partner we help investors make better-informed investment decisions, manage risk, and seize opportunities.

Market participants look to us for our expertise in developing and managing global index solutions across asset classes. Asset owners, asset
managers, ETF providers and investment banks choose FTSE Russell solutions to benchmark their investment performance and create investment
funds, ETFs, structured products, and index-based derivatives. Our clients use our solutions for asset allocation, investment strategy analysis and
risk management, and value us for our robust governance process and operational integrity.

For over 40 years we have been at the forefront of driving change for the investor, always innovating to shape the next generation of benchmarks
and investment solutions that open up new opportunities for the global investment community.

CONTACT US
To learn more, visit Iseg.com/ftse-russell; email info@ftserussell.com; or call your regional Client Service team office:
EMEA +44 (0) 20 7866 1810 Asia-Pacific
North America +1 877 503 6437 Hong Kong +852 2164 3333
Tokyo +81 3 6441 1430
Sydney +61 (0) 2 7228 5659
Disclaimer

© 2025 London Stock Exchange Group plc and its applicable group undertakings (‘LSEG”). LSEG includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company
(“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI
Europe”), (5) FTSE Fixed Income LLC (“FTSE FI"), (6) FTSE (Beijing) Consulting Limited (“WOFE”) (7) Refinitiv Benchmark Services (UK) Limited (“RBSL”), (8) Refinitiv Limited (“RL")
and (9) Beyond Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, RBSL, RL, and BR. “FTSE®” “Russell®”, “FTSE Russell®”’, “FTSE4Good®”,
“ICB®”, “Refinitiv”, “Beyond Ratings®”, “WMRTM”, “FRTM” and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service
marks owned or licensed by the applicable member of LSEG or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI
Europe, WOFE, RBSL, RL or BR. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. Refinitiv Benchmark
Services (UK) Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by LSEG, from sources believed by it to be accurate and
reliable. Because of the possibility of human and mechanical inaccuracy as well as other factors, however, such information and data is provided “as is" without warranty of any kind.
No member of LSEG nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly,
either as to the accuracy, timeliness, completeness, merchantability of any information or LSEG Products, or of results to be obtained from the use of LSEG products, including but not
limited to indices, rates, data and analytics, or the fitness or suitability of the LSEG products for any particular purpose to which they might be put. The user of the information assumes
the entire risk of any use it may make or permit to be made of the information.

No responsibility or liability can be accepted by any member of LSEG nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in whole or in
part caused by, resulting from, or relating to any inaccuracy (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing,
transcribing, transmitting, communicating or delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special,
consequential or incidental damages whatsoever, even if any member of LSEG is advised in advance of the possibility of such damages, resulting from the use of, or inability to use,
such information.

No member of LSEG nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as constituting
financial or investment advice. No member of LSEG nor their respective directors, officers, employees, partners or licensors make any representation regarding the advisability of
investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in reliance on any
information herein. Indices and rates cannot be invested in directly. Inclusion of an asset in an index or rate is not a recommendation to buy, sell or hold that asset nor confirmation that
any particular investor may lawfully buy, sell or hold the asset or an index or rate containing the asset. The general information contained in this publication should not be acted upon
without obtaining specific legal, tax, and investment advice from a licensed professional.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index and/or rate returns shown may not represent the results of the
actual trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index or rate inception date is back-tested
performance. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index
or rate was officially launched. However, back-tested data may reflect the application of the index or rate methodology with the benefit of hindsight, and the historic calculations of an
index or rate may change from month to month based on revisions to the underlying economic data used in the calculation of the index or rate.

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate.
Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of LSEG
nor their licensors assume any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise,
without prior written permission of the applicable member of LSEG. Use and distribution of LSEG data requires a licence from LSEG and/or its licensors.

FTSE
RUSSELL

An LSEG Business



http://lseg.com/en/ftse-russell
mailto:info@ftserussell.com

