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ITI Capital: Suspension of dividends in
response to crisis (Global markets + Russia)
U.S. AND GLOBAL DIVIDENDS CANCELLED AT FASTEST PACE SINCE 2009

Companies all over the world cut or cancel dividend payouts, especially financial
(banks and insurance agencies) and state-owned companies in line with
recommendations from governments and central banks.
Many companies that have always made stable dividend payouts, even when oil
prices dropped to single digits, have slashed dividend per share - for example, Royal
Dutch Shell cut its dividend for the first time since 1945 - by as much as 66%.
We expect the payouts to resume not sooner than the end of 3Q20.
More than 140 U.S. companies have reduced their payouts to shareholders so far this
year, with most of them (more than 80 companies) in April, on pace for the worst
year since 2009 when there were 316 such cuts.
GM, Ford, Delta, Carnival, Boeing, Macy and others were among the first to announce
the cuts.
In the previous 10 years, 55 companies eliminated their dividends.
All the dividend actions so far add up to savings of about $23 bln, according to S&P
Dow Jones Indices, roughly 5% of all dividend payouts in the U.S. last year.
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U.S. COMPANIES DIVIDEND ACTIONS

Source: S&P Capital IQ

AGAINST THIS BACKGROUND, THE RUSSIAN MARKET LOOKS EVEN MORE
ATTRACTIVE

Some 70% of the dividend actions worldwide account for suspension of dividends,
with the bulk of them in the U.S. On average dividend payouts in the U.S. amount to
$450-500 bln per year (last year - $491 bln), which is the world's highest due to high
dividend/net profit ratio (about 70%) and therefore is very important for the market,
given high free float (about 80%). In Russia, the average dividend/net profit ratio is
42% (slightly above average), while free float stands at 33% (one of the world's
lowest).
Meanwhile, the U.S. average dividend yield is one of the world's lowest (about 2%)
due to high share prices, which is reflected in multipliers, while Russia's dividend
yield is five times higher. However, due to stock market crash in March, the U.S.
dividend yield rose to 2.6% from 1.73% at the beginning of the year.
Dividends and buy-backs account for 40% of the return investors get from the U.S.
equities, a gauge that has always been steady or on the rise, unlike this year.
Therefore, we believe that this is a short-term suspension and the payments are on
track to resume in the third quarter. See the annex.
Overall, most of the dividend actions affected the oil and gas, financial and industrial
sectors.
In Russia, before the start of the dividend season, as few as seven companies
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announced dividend changes and only five cancelled payouts (Tatneft, Headhunter,
IDGC Center, IDGC of Volga and TMK). The other five have only suspended decisions
on dividend payouts.

COMPANIES THAT INCREASE DIVIDEND PAYOUTS

“If you increase your dividend, you are pounding the table that you have confidence.”
“If you're cutting, you are capitulating. You are saying times are going to be bad for a
little while.”
ExxonMobil, Chevron, Johnson & Johnson and Procter & Gamble are known as
dividend aristocrats, firms that have increased their shareholder payouts every year
for at least 25 years. S&P has an index that tracks 64 companies in its benchmark
index that meet the criteria.

DIVS ARISTOCRATS, NUMBER OF CONSECUTIVE YEARS OF INCREASING DIVS

Source: S&P Dow Jones Indices
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KEY SOURCE OF LIQUIDITY FOR INVESTORS IN THE U.S. EQUITY MARKET

Source: Bloomberg, ITI Capital
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DIVIDEND PAYMENTS IN CASH, $ BLN, IN 2019 FOR 2018

Source: Bloomberg, ITI Capital

ANNUALISED DIVIDEND YIELDS WORLDWIDE, %

Source: Bloomberg, ITI Capital
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BEST ANNUALISED DIVIDENDS AMONGST S&P 500

Source: Bloomberg, ITI Capital
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DIVIDENDS IN RUSSIA (ANNOUNCED)

Source: Bloomberg, ITI Capital
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ITI Capital Ltd. (hereinafter, the “Company”) is not responsible for
and does not give any warranties in connection with the transfer of
marketing materials. This marketing document is for information
purposes only. Any information in this document is based on data
obtained from sources believed by the Company to be reliable, but
no representations, guarantees or warranties are made by the
Company with regard to the accuracy, completeness or suitability
of the data. The information contained herein does not constitute
the provision of investment advice. It is not intended to be nor
should it be construed as an offer or solicitation to acquire, or
dispose of, any of the financial instruments and/or securities
mentioned in this document and will not form the basis or a part of
any contract or offer.

Neither the Company, nor its affiliates, principals, directors,
employees or agents accept any liability for any direct or
consequential loss arising from any use of this marketing
document and any accompanying materials. Investors should
make their own investment decisions using their own independent
advisors, as they believe necessary and based upon their specific
financial situations and investment objectives when investing. This
material is not intended for the use of Private Customers as that
term is defined under the Financial Services and Markets Act 2000
in the United Kingdom. This material has been approved for
publication in the United Kingdom and European Union by ITI
Capital Limited, authorised and regulated by the Financial Services
Authority and a member firm of the London Stock Exchange.
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