Some Perspective On The S&P 500 Index’s Dividend Yield

S&P 500 Index Dividend Yields (Year-End)
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Source: S&P Dow Jones Indices. Past performance is no guarantee of future results.

View from the Observation Deck

1. Asindicated in the chart above, the 2021 year-end dividend yield of 1.26% on the S&P 500 Index stood well below its long-term average of 1.97% from 1990-
2021.

2. The average dividend yield of 1.97% failed to keep pace with the 2.4% average rate on the Consumer Price Index over that period, according to Bloomberg
(See point #9).

3. Yields are up across the board so far in 2022. The dividend yield on the S&P 500 Index increased by 43 basis points (bps) to 1.69% year-to-date (y-t-d) through
11/21/22, which is still below average.

4. Like stock dividend yields, bond yields have increased significantly in 2022. The one category of the bond market that equity investors likely track the most are
treasuries, in our opinion. Keep in mind, bonds have a different risk/reward incentive than stocks.

5. Theyield on the benchmark 10-year Treasury Note (T-note) increased by 232 bps to 3.83% y-t-d. While up dramatically, it sits below its long-term average of
4.12% from 1990-2021.

6. For comparative purposes, there have only been three times in this millennium (2008, 2011 and 2020) where the yield on the S&P 500 Index exceeded that of
the 10-year T-note at year-end, with the most recent being 2020.

7. Historically, the higher bond yields climb, the more competitive they become with traditional stock market returns. With more interest rate hikes expected
from the Federal Reserve, there is the potential for bond yields to trend higher.

8. A November survey of 13 equity strategists revealed that the average 2023 year-end price target for the S&P 500 Index was 3,931, essentially unchanged from
its 3,949.94 closing price on 11/21/22.

9. For those investors desiring a higher level of income from dividend-paying stocks than what is currently offered by the broader market (S&P 500 Index), there

are a plethora of higher-yielding opportunities to consider in the packaged product industry (Mutual Funds, Exchange-Traded Funds, Unit Investment Trusts
and Closed-End Funds).

This chart is for illustrative purposes only and not indicative of any actual investment. The illustration excludes the effects of taxes and brokerage commissions and other expenses incurred when investing. Investors cannot invest directly in
an index. The S&P 500 Index is a capitalization-weighted index comprised of 500 companies used to measure large-cap U.S. stock market performance.

The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within the
meaning of ERISA, the Internal Revenue Code or any other requlatory framework. Financial professionals are responsible for evaluating investment risks independently and for exercising independent judgment in determining whether
investments are appropriate for their clients.
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