Cash, Flowing

(Or, the wonder of dividends.)
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The importance of receiving maximum dividends cannot
be overstated. John Bogle, the founder of Vanguard, gave
a speech to a financial regulatory body in 2007,
demonstrating that 95% (yes, you read that right: 95%) of
the compound long-term return of the S&P 500 from 1926
to 2007 was due to dividend income. $10,000 invested in
1926 without dividends was worth $1,225,321 in 2007,

but with dividends reinvested it was worth a stunning
$34,094,516.

“Do you know the only thing that
gives me pleasure?” once mused
John D. Rockefeller. “It's to see my
dividends coming in.”
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Dividends of the S&P 500

Investing is the art of buying future cash flows. The cash that
you receive as an owner of shares is called a dividend.
Dividends have exhibited more stability than stock prices.

This chart shows the per-share dividends, by year, of the S&P
500.The S&P 500 comprises 500 of America’s largest public
corporations.
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1977  $4.86 2006 | $25.04
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During the past 66 years,
dividends increased in 59 years and fell in 7 years.
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John Bogle Financial Markets Resource Center. The Bogle example covers a long period of time, more than the average investing lifetime. It is meant to
illustrate the importance of dividends.



