
PERSPECTIVES

Dividends in the Time of COVID-19

Nov 30, 2020 Many investors view dividend payouts as a reliable source of income. However, those 
expecting to receive consistent dividend income may have been surprised to see lower-
than-expected dividend payouts following the onset of the coronavirus pandemic, when 
both market volatility and market declines were extraordinary. In reality, recent and 
historical data show that changes in dividend policy are common, especially during times 
of higher uncertainty.

Aggregate dividend payouts fell meaningfully in the first three quarters of 2020 
compared to the same period in 2019. Exhibit 1 shows the dividends earned from a 
hypothetical $1 million investment in US, developed ex US, and emerging markets in 
both periods. Developed ex US markets showed the most drastic change with a 41% 
decrease. Dividend payments in emerging markets decreased by 29% and in US markets 
by 22%.

Exhibit 1
Drop Zone
Dividends from a 
Hypothetical $1 Million 
Investment

Past performance, including hypothetical performance, is no guarantee of future results.

Source: Calculated by Dimensional from Bloomberg data. In USD. Each hypothetical investment includes all securities in 
the investable equity universe in the applicable region at free-float market cap weight as determined at the beginning of 
each year. To be included in the investable equity universe, securities must meet certain minimum capitalization and 
liquidity requirements. Investment companies are excluded.

Globally, large firms have historically had the highest propensity to offer dividend 
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payouts,1  but even successful, established firms were not immune to the economic 
consequences of a global pandemic. A few examples help illustrate this point. Harley 
Davidson (HOG) has been paying dividends to shareholders since the 1990s. In April 
2020, the motorcycle manufacturer slashed its dividend from $0.38 per share to just 
$0.02, a 95% decrease.2  Gap Inc. (GPS) suspended its dividend payments until at least 
April 20213  after the economic downturn left the clothing brand with particularly poor 
revenues.

Harley Davidson and Gap were not the only firms to change their dividend policies. As 
shown in Exhibit 2, 38% of firms in global markets (2,584 companies) that were expected 
to pay dividends, consistent with their payout history, instead decreased, omitted, or 
eliminated their dividend payments in the second quarter, more than doubling the 1,248 
firms that made similar changes to their dividend policy in the first quarter of the year. 
The trend continued into the third quarter: 2,699 firms made such changes.

Exhibit 2
Changing Tune
Dividend Policy 
Changes in Global 
Markets (% of Dividend-
Paying Firms), 2020

Source: Calculated by Dimensional from Bloomberg data. Dividend-paying firms include all firms that have paid a 
dividend in the preceding 12 months and were expected to pay a dividend in the current quarter.

While these dividend cuts may come as a surprise to some investors, history buffs may 
recall that, in 2009, Harley Davidson announced it was cutting dividend payouts from 
$0.33 per share to $0.10, a 70% decrease.4     In fact, during the Great Recession, 
significant changes to firms’ dividend policies spiked throughout global markets. Exhibit 
3 displays Fama/French global market returns for 1991–2019 with a one-year lag and the 
proportion of dividend-paying firms that eliminated or decreased their dividend payouts. 
In 2008, for example, the global market was down more than 40%, and, the following 
year, many firms made changes to their dividend policies. The historical correlation 
between global market returns and dividends that are eliminated or decreased may 
suggest that firms are more likely to alter their dividend payouts during times of market 
instability.
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Exhibit 3
In Step
Global Market Returns 
and Dividend Changes

Note: Global Market return is free-float market cap weighted average of Fama/French Developed Markets and Emerging 
Markets Indexes. See Index Descriptions in the disclosures for descriptions of Fama/French index data.

Source: Calculated by Dimensional from Bloomberg data. Past performance is no guarantee of future results. Dividend-
paying firms include all firms that paid a dividend in the prior calendar year.

The first three quarters of 2020 remind us that dividend payouts can be inconsistent, 
particularly in volatile markets. Hence, investment strategies that focus on income 
derived from dividends may not serve investors who need a steady income stream and, 
moreover, might not be the most effective way to pursue long-term wealth growth. A 
more reliable approach is to structure equity asset allocation around the characteristics 
that research demonstrates drive long-term higher expected returns, namely size, 
relative price, and profitability, while maintaining broad diversification across names, 
sectors, and countries.

LEARN MORE
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any warranty or, representation as to accuracy or completeness. Information and opinions presented in this material have been obtained or 
derived from sources believed by the Issuing Entity to be reliable and the Issuing Entity has reasonable grounds to believe that all factual 
information herein is true as at the date of this document. It does not constitute investment advice, recommendation, or an offer of any 
services or products for sale and is not intended to provide a sufficient basis on which to make an investment decision. It is the responsibility 
of any persons wishing to make a purchase to inform themselves of and observe all applicable laws and regulations. Unauthorised 
reproduction or transmitting of this material is strictly prohibited. The Issuing Entity does not accept responsibility for loss arising from the 
use of the information contained herein.

Eugene Fama and Ken French are members of the Board of Directors of the general partner of, and provide consulting services to, DFAL and 
DIL.

In USD.

Index DescriptionsFama/French Developed Markets Index: July 1990–present: Courtesy of Fama/French from Bloomberg securities data. 

Companies weighted by market cap; rebalanced annually in June.

Fama/French Emerging Markets Index: July 1989–present: Courtesy of Fama/French from Bloomberg and IFC securities data. Companies 

weighted by float-adjusted market cap; rebalanced annually in June.

Named securities may be held in accounts managed by Dimensional.

The following person listed as a reference is an employee of Dimensional Investment LLC, a subsidiary of Dimensional Fund Advisors LP: 
Stanley Black.

“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are 
Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund 
Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd, Dimensional Japan Ltd., and Dimensional Hong Kong Limited. Dimensional Hong 
Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and 
does not provide asset management services.

UNITED STATES: Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

CANADA: November 2020. These materials have been prepared by Dimensional Fund Advisors Canada ULC. Commissions, trailing 

commissions, management fees, and expenses all may be associated with mutual fund investments. Unless otherwise noted, any indicated 
total rates of return reflect the historical annual compounded total returns, including changes in share or unit value and reinvestment of all 
dividends or other distributions, and do not take into account sales, redemption, distribution, or optional charges or income taxes payable by 
any security holder that would have reduced returns. Please read the prospectus before investing. Mutual funds are not guaranteed, their 
values change frequently, and past performance may not be repeated.

IF YOU ARE A RETAIL INVESTOR IN THE UK. IRELAND, GERMANY OR THE NETHERLANDS, THIS DOCUMENT HAS BEEN PROVIDED TO YOU BY 

YOUR FINANCIAL ADVISER, WHO CAN HELP EXPLAIN ITS

CONTENTS.

Neither Dimensional Ireland Limited (DIL) nor Dimensional Fund Advisors Ltd. (DFAL), as applicable (each an “Issuing Entity,” as the context 
requires), give financial advice. You are responsible for deciding whether an investment is suitable for your personal circumstances, and we 

4



recommend that a financial adviser helps you with that decision.

NOTICE TO INVESTORS IN SWITZERLAND: This is an advertising document.

WHERE ISSUED BY DIMENSIONAL IRELAND LIMITED

Issued by Dimensional Ireland Limited (DIL), with registered office 10 Earlsfort Terrace, Dublin 2, D02 T380, Ireland. DIL is regulated by the 
Central Bank of Ireland (Registration No. C185067). Information and opinions presented in this material have been obtained or derived from 
sources believed by DIL to be reliable, and DIL has reasonable grounds to believe that all factual information herein is true as at the date of 
this document.

DIL issues information and materials in English and may also issue information and materials in certain other languages. The recipient’s 
continued acceptance of information and materials from DIL will constitute the recipient’s consent to be provided with such information and 
materials, where relevant, in more than one language.

WHERE ISSUED BY DIMENSIONAL FUND ADVISORS LTD.

Issued by Dimensional Fund Advisors Ltd. (DFAL), 20 Triton Street, Regent’s Place, London, NW1 3BF. DFAL is authorised and regulated by the 
Financial Conduct Authority (FCA). Information and opinions presented in this material have been obtained or derived from sources believed 
by DFAL to be reliable, and DFAL has reasonable grounds to believe that all factual information herein is true as at the date of this document.

DFAL issues information and materials in English and may also issue information and materials in certain other languages. The recipient’s 
continued acceptance of information and materials from DFAL will constitute the recipient’s consent to be provided with such information 
and materials, where relevant, in more than one language.

RISKS

Investments involve risks. The investment return and principal value of an investment may fluctuate so that an 
investor’s shares, when redeemed, may be worth more or less than their original value. Past performance is not a 
guarantee of future results. There is no guarantee strategies will be successful.

Diversification does not protect against loss in declining markets. There is no guarantee strategies will be successful.

JAPAN

Provided for institutional investors only. This document is deemed to be issued by Dimensional Japan Ltd., which is regulated by the 
Financial Services Agency of Japan and is registered as a Financial Instruments Firm conducting Investment Management Business and 
Investment Advisory and Agency Business. This material is solely for informational purposes only and shall not constitute an offer to sell or 
the solicitation to buy securities or enter into investment advisory contracts. The material in this article and any content contained herein may 
not be reproduced, copied, modified, transferred, disclosed, or used in any way not expressly permitted by Dimensional Japan Ltd. in writing. 
All expressions of opinion are subject to change without notice.

Dimensional Japan Ltd. 
Director of Kanto Local Financial Bureau (FIBO) No. 2683
Membership: Japan Investment Advisers Association

FOR PROFESSIONAL INVESTORS IN HONG KONG.

This material is deemed to be issued by Dimensional Hong Kong Limited (CE No. BJE760) (“Dimensional Hong Kong”), which is licensed by 
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the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and does not provide asset 
management services.

This material should only be provided to “professional investors” (as defined in the Securities and Futures Ordinance [Chapter 571 of the 

Laws of Hong Kong] and its subsidiary legislation) and is not for use with the public. This material is not directed to any person in any 

jurisdiction where (by reason of that person’s nationality, residence, or otherwise) the publication or availability of this material are 
prohibited or which would subject Dimensional Hong Kong (including its affiliates) or any of Dimensional Hong Kong’s products or services 
to any registration, licensing, or other such legal requirements within such jurisdiction or country. When provided to prospective investors, 
this material forms part of, and must be provided together with, applicable fund offering materials. This material must not be provided to 
prospective investors on a standalone basis. Before acting on any information in this material, you should consider whether it is suitable for 
your particular circumstances and, if appropriate, seek professional advice.

Unauthorized copying, reproducing, duplicating, or transmitting of this material are prohibited. This material and the distribution of this 
material are not intended to constitute and do not constitute an offer or an invitation to offer to the Hong Kong public to acquire, dispose of, 
subscribe for, or underwrite any securities, structured products, or related financial products or instruments nor investment advice thereto. 
Any opinions and views expressed herein are subject to change. Neither Dimensional Hong Kong nor its affiliates shall be responsible or 
held responsible for any content prepared by financial advisors. Financial advisors in Hong Kong shall not actively market the services of 
Dimensional Hong Kong or its affiliates to the Hong Kong public.

SINGAPORE

This material is deemed to be issued by Dimensional Fund Advisors Pte. Ltd., which is regulated by the Monetary Authority of Singapore and 
holds a capital markets services license for fund management.

This advertisement has not been reviewed by the Monetary Authority of Singapore. This information should not be considered investment 

advice or an offer of any security for sale. All information is given in good faith without any warranty and is not intended to provide 
professional, investment, or any other type of advice or recommendation and does not take into account the particular investment objectives, 
financial situation, or needs of individual recipients. Before acting on any information in this material, you should consider whether it is 
suitable for your particular circumstances and, if appropriate, seek professional advice. Dimensional Fund Advisors Pte. Ltd. does not accept 
any responsibility and cannot be held liable for any person’s use of or reliance on the information and opinions contained herein. Neither 
Dimensional Fund Advisors Pte. Ltd. nor its affiliates shall be responsible or held responsible for any content prepared by financial advisors.
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