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DAC Insights: Relying on Dividend 
Growth In A Recession

“You never know how strong you are until being strong is the only choice you have.” Bob Marley

WHY ARE STOCKS DOWN SO MUCH IN 2022?

Headwinds to the equity markets:

➢ Inflation surging to 40-year highs; 

➢ Global supply chains broken by a pandemic; 

➢ Ubiquitous labor shortages; and 

➢ Full-scale military invasion of Ukraine by Russia.
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Inflation favors dividend growth stocks.

Dividend growth stocks outperform in 
rate hiking cycles

The Federal Reserve has started to raise interest 
rates to combat inflation, but the uncertainty 
around the efficacy of its plan is translating into 
rising fears of a growth recession and/or a bear 
market for stocks amidst the current correction.  
As of 5/23/2022, the S&P 500 is down 16.1% and 
the technology heavy Nasdaq is down 28.4% year-
to-date.

WHAT COMPANIES CAN WEATHER THE 
STORM? 
According to research published by Heartland 
Advisors(1), there have been 46 bear markets and 
recessions in the last 92 years. They analyzed 
performance of non-dividend paying stocks 
versus dividend paying stocks. The results show 
that non-dividend payers declined, on average, 
just over 28% during these market downturns. 
Comparatively, all dividend payers outperformed 
the non-dividend payers in every market 
drawdown. 

Outside of a recession, the fact remains that the 
environment is one of rising Federal Funds rates 
and the highest inflation in over 40 years. Even if a 
recession is avoided going forward, a strategy of 
dividend growth stocks can be relied on for 
outperformance in these two environments.
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The information contained herein has been compiled from sources Dividend Assets Capital, LLC ("DAC") believes to be reliable, but no warranty, expressed or implied, is being made that the
information is complete or accurate. DAC does not render tax advice. DAC recommends consulting a tax adviser on matters related to the information contained herein. This is not a recommendation
to buy or sell a particular security. It should not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be profitable. No assurance, representation, or
warranty is made by any person that any of DAC’s assumptions, expectations, objectives, and/or goals will be achieved. Nothing contained in this document may be relied upon as a guarantee,
promise, assurance, or representation as to the future.

Dividend Assets Capital, LLC is a Registered Investment Adviser with the U.S. Securities and Exchange Commission. Registration does not imply any certain level of skill or training. You should
carefully consider the investment objectives, potential risks, management fees, and charges and expenses before investing. The Firm’s Investment Adviser Brochure, Form ADV Part 2, contains this
and other information about the Firm, and should be read carefully before investing. You may obtain a current copy of DAC’s Form ADV Part 2 by visiting our website at https://dacapitalsc.com,
emailing info@DACapitalSC.com, or by calling us at (866) 348-4769. Additional information about Dividend Assets Capital, LLC is also available on the United States Securities and Exchange
Commission’s website at www.adviserinfo.sec.gov. You may search this site using a unique identifying number known as a CRD. DAC’s CRD is 129973. DAC-22-050

Dividend Assts Capital, LLC is an independent, employee owned wealth advisor specializing in high quality companies with a history of consistently 
increasing dividends. Built on a pioneering legacy, our goal is straightforward; achieve our clients desired outcomes through investments that provide 

sustainable and rising income with long-term capital appreciation. We partner with successful families, advisors and institutions delivering tailored 
services that adhere to fiduciary principles to provide…

Clarity: A transparent and understandable 
approach to portfolio management.

Simplicity: We believe dividends are the best 
indicator of the future price performance of a stock.

Devotion: We build confidence through a 
disciplined process and strong devotion to our 

investment philosophy and clients.

Clarity. Simplicity. Devotion.
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DIVIDEND GROWTH HISTORICALLY OUTPACES INFLATION.

➢ Dividend payments themselves are a good hedge against inflation.

➢ Data going back to 1871 shows dividend growth has outpaced levels of inflation.  

➢ U.S. stocks have grown dividends at an annualized rate of 3.7% versus a long-term inflation rate of 2.0%.

1“The Case for Dividend Payers.” February 2020. ©2020 Heartland Advisors. https://www.heartlandadvisors.com/Insights/White-Papers/The-Case-
for-Dividend-Payers) and data from Kenneth R. French and the US Stock Database ©2020 Center for Research in Security Prices (CRSP))
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