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Abstract
Given the recent popularity of dividend-focused investment products, this article seeks an understanding of the performance of the dividend-paying equity universe for developed countries within Europe. The time period covered is the most recent decade ending 2011. To isolate the impact on total performance of the dividend-paying factor, the analysis controls for the following factors that are empirically known to affect stock performance: market risk (beta), size (large or small market capitalization), style (book value),momentum (short-run performance), and sector (line of business). The article also includes an analysis by country. Even after correcting for the standard risk factors one at a time, the companies that make up the dividend-paying universe have a significantly different return profile from companies that do not pay dividends. This characteristic of the dividend-paying universe makes it very attractive to investors and consequently to asset managers. The article also illustrates how the findings from this article can be used to implement some simple investment strategies and products.
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