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Q:  �What is the best way to evaluate the performance 
of a dividend-focused strategy?

A:  �Typically, dividend-focused investors look for investments 
that provide strong, regular and stable income, but are often 
reluctant to remove all aspect of capital growth from their 
investment. A dividend investment strategy is considered 
a success if it can produce strong and steady income while 
maintaining or growing capital base over time. Distribution 
income alone is less meaningful without taking into account 
the total return from the investment (eg: income and capital 
growth) and a dividend-focused ETF investment should be 
evaluated in light of both aspects. 
 
Investors should keep in mind that not all ETF distributions 
are the same. Firstly, the distribution stream that comes from 
steady and sustainable dividend income of the underlying 
securities is considered “high quality” and thus desirable. 
Any additional tax benefit from the distribution (eg: franking 
credits) can also add value to an investment final outcome.   
 
Additionally, investors should be wary of strategies that aim 
to boost income at the cost of depleting capital; for example, 
dressing up capital as income through unnecessary trades or 
return-of-capital distributions. 

Q:  �What does the total return (capital growth + 
dividends) of dividend-focused ETFs listed on the 
Australian Securities Exchange (ASX) look like? 

 
A:  �Below is an example of total return of a $100,000 investment 

from September 2010 to October 2011 for all ASX listed 
dividend-focused ETFs.

Figure 1: Growth of $100,000 and CPU distributions
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RDV- Russell High Dividend Australian Shares ETF, Inception Date: May 2010 ; SYI- SPDR 
MSCI Australia Select High Dividend Yield Fund, Inception Date: 30 September 2010; 
IHD- iShares S&P/ASX High Dividend, Inception Date: 6 December 2010; VHY- Vanguard 
Australian Shares High Yield ETF, Inception Date: 23 May 2011 
Source: SSgA, FactSet, as at October 2011. Total return performance is based on listed 
price sourced from FactSet, adjusted for total distribution paid. Past performance is not an 
indication of future performance.

q:  �How can an investor determine if the distribution 
comes from underlying dividends of the ETFs?

A:  �Distribution statements, generally made available by fund 
managers, provide a detailed listing of distribution 
components. These statements allow the investor to examine 
what percentage of their distribution is derived from dividends 
of the fund’s underlying constituents as opposed to other 
components, such as capital gains, tax deferrals or return of 
capital. 
 

FAQ: Not all Dividend Distributions are the Same

Investing in dividend-paying companies has proven to be a successful investment strategy in the Australian 
equity market. Over the past 30 years, dividends have accounted for more than a third of the total return 
from an investment in Australian shares.1 An effective way to invest in dividend-paying companies is through 
an Exchange Traded Fund (ETF) that tracks a high dividend index. ETF investors receive dividends of the 
underlying companies through regular distributions. However, not all distributions are created equally. The 
below outlines a number of important factors investors should keep in mind while selecting the investment 
that best fits their strategy.
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For example, the illustration below provides a breakdown of 
distribution components of dividend-focused ETFs listed on 
the ASX. Investors should be aware of non-income 
distributions (eg: tax deferrals and capital returns) and ensure 
they understand how the distributions on their investments 
are derived.

FIgure 2: DIstribution Components
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IHD does not provide detailed distribution components of its interim distributions.
Source: SSgA, ASX announcements and ETF provider websites. Where interim dividend 
information is not provided, they are estimated using the full financial year distribution data.
Past performance is not an indication of future performance. 

    �In addition to distribution components, domestic tax-paying 
investors should also examine the tax efficiency of their 
dividend-focused investment by taking into account the level 
of franking credit the investment provides. Figure 3 shows the 
dividend yields (calculated using closing price on ex-dates) and 
franking credit levels of ASX-listed dividend-focused ETFs for 
the last four quarters. All else being equal, a distribution with 
higher franking credits provides a higher level of tax efficiency.   

 

FIgure 3: Comparing yields of dividend-focused ETFs 
with added franking credit distribution
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IHD does not provide detailed distribution components of its interim distributions
Source: SSgA, ASX announcements and ETF provider websites. Where interim dividend 
information is not provided, they are estimated using the full financial year distribution data. 
^ Income Yield is calculated as all cash income (e.g., interest, unfranked dividend, franked 
dividend, foreign income, other income) divided by closing prices on ex-dates. Franking credit 
yield is calculated as franking credit per unit divided by closing prices on ex-dates. Total cash 
distribution yield is calculated as cash distribution per unit divided by prices on ex-dates.  
Past performance is not an indication of future performance. 

Q:  �How are the distributions of an ETF calculated? 
How do they differ from quoted index distribution 
yields?  

A:  �An ETF receives dividends and distributions from the 
underlying securities it holds. These dividends and 
distributions, after fees and expenses, will be distributed to 
ETF holders at the end of each distribution period (usually 
quarterly for dividend-focused ETFs). Note that there is usually 
a time lag between ex-dates of the underlying dividends and 
when those dividends are paid out to ETF holders. The ETF 
distribution amounts will include dividends that have been 
received (eg: not dividend receivables).2 
 
In contrast, the commonly quoted dividend and index yields 
are usually calculated using ex-dates. Investors should take 
the timing differences into account when comparing these 
measures with ETF distributions. For example, the published 
dividend yield of an underlying index includes the receivables 
of underlying dividends at the end of the quarter where an 
ETF distribution does not include the receivables until the 
following quarter. 

Q:  �Do off-market share buy-backs enhance the total 
performance of a fund?  

A:  �An Australian off-market share buyback may be a highly 
effective form of returning surplus capital to shareholders, 
as the current tax legislation (in conjunction with the current 
practice of the ATO)  allows buyback companies to buy their 
shares at a discount to the prevailing market price (up to a 
maximum discount as generally determined by the company 
and the ATO).3 It is necessary to determine the capital / 
dividend split in respect of the buyback under the relevant 
rules. As the dividend component should be frankable, it may 
be advantageous for some shareholders to participate in the 
buyback as they may receive franking credits in respect of the 
dividend component.  For example, with the BHP off-market 
buyback in April, A$40.57 of the A$40.85 tender price was 
treated as deemed fully franked dividends.4  
 
However, not all investors can benefit from tendering shares 
at lower than market price. This may be the case in respect 
of certain top marginal rate investors. Additionally, potential 
transaction and other market costs may also lower the 
benefits from participating in buyback.  
 
Though the buyback program provides benefits to some 
investors, it may be at the expense of others. Appreciating 
the diverse groups of investors and their varying 
circumstances, we note that SPDR® ETFs do not participate 
in any off-market share buyback programs.
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IMPORTANT RISK INFORMATION 

	 1 	State Street Global Advisors, as of 30 June 2011.
	 2	To minimise tax distortions, the dividends should be distributed to ETF holders (as part of the ETF distribution) in the year they are included in the assessable income of the Fund.    Generally, 

dividends will form part of the assessable income of the fund in the year they are received,   Note the position is different if the underlying securities of the Fund are REITs or Managed 
Investment Schemes (MIS), since the Fund would  usually be assessed on the basis of its present entitlement to income from those investments, which may include receivables.

	 3	See Practice Statement Law Administration PL SA 2007/9.  There is exposure draft legislation to change the existing rules governing share buybacks.
	 4 	BHP News Release (#12/11) on ASX, 11-April-2011.
	 5 	Bloomberg, as of 30 September, 2011.
	 6 	As of 30 September 2011. This AUM includes the assets of the SPDR Gold Trust (approx. US$64 billion as of 30 September 2011), for which State Street Global Markets, LLC, an affiliate of 

State Street Global Advisors serves as the marketing agent.

The issuer of units in SPDR MSCI Australia Select High Dividend Yield Fund  (ARSN 145 353 591)  (“the Fund”) is State Street Global Advisors, Australia Services Limited (“SSgA, ASL”)(ABN 16 108 
671 441, Australian Financial Services Licence “AFSL” number 274900). A Product Disclosure (“PDS”) statement for units in the fund is available at www.spdrs.com.au. Investors should consider the 
PDS in deciding whether to acquire, or continue to hold, units in an ETF. An investment in the Fund does not represent a deposit with or a liability of any company in the State Street Corporation group of 
companies including State Street Bank and Trust Company (ABN 70 062 819 630, AFSL 238276) and is subject to investment risk including possible delays in repayment and loss of income and principal 
invested.

No company in the State Street Corporation group of companies, including State Street Global Advisors, Australia, Limited (“SSgA”), State Street Bank and Trust Company, SSgA, ASL and State Street 
Australia Ltd (ABN 21 002 965 200) guarantees the performance of the Fund or the repayment of capital or any particular rate of return, or makes any representation with respect to income or other 
taxation consequences of any investment in a Fund.

The information sheet is not intended to amount to advice or a recommendation to invest in SPDR. It does not take into account your investment objective, financial situation or particular needs. You 
should seek professional advice addressing your particular investment needs, objectives and financial circumstances before making an investment decision.

Exchange Traded Funds (“ETFs”) trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETF’s net asset value. Brokerage commissions and 
ETF expenses will reduce returns.

Diversification does not ensure a profit or guarantee against loss.

“SPDR” is a trademark of Standard & Poor’s Financial Services LLC (“S&P”) and has been licensed for use by State Street Corporation. STANDARD & POOR’S, S&P, SPDR, S&P 500 have been registered 
in many countries as trademarks of Standard & Poor’s Financial Services LLC and have been licensed for use by State Street Corporation. No financial product offered by State Street Corporation or its 
affiliates is sponsored, endorsed, sold or promoted by S&P or its affiliates, and S&P and its affiliates make no representation, warranty or condition regarding the advisability of buying, selling or holding 
units/shares in such products. Further limitations and important information that could affect investors’ rights are described in the PDS for the applicable product.

Standard & Poor’s S&P Indices are trademarks of Standard & Poor’s Financial Services LLC.

“S&P” and “ASX”, as used in the terms S&P/ASX 50 and S&P/ASX 200, are trademarks of the Australian Securities Exchange (“ASX”) and Standard & Poor’s Financial Services LLC (“S&P”) 
respectively, and has been licensed for use by State Street Global Advisors Australia Limited. SPDR products are not sponsored, endorsed, sold or promoted by S&P or ASX, and neither S&P nor 
ASX make any representation regarding the advisability of investing in SPDR products.

The Fund is not sponsored, endorsed, sold or promoted by S&P Financial Services LLC, MSCI or ASX, and neither MSCI nor ASX assume any liability in connection with the administration, marketing or 
trading of the funds. MSCI and ASX make no representation regarding the advisability of investing in the Fund. 

MSCI Australia Select High Dividend Yield Index is a trademark of MSCI, Inc. (“MSCI”) and has been licensed for use for certain purposes by SSgA. The Fund is based on a custom MSCI Index and is not 
sponsored, endorsed, sold or promoted by MSCI, any of its affiliates, any of its information providers or any other third party involved in, or related to, compiling, computing or creating any MSCI Index. 
MSCI makes no warranties and bears no liability with respect to the Fund. MSCI has no responsibility for and does not participate in the management of the Fund assets or sale of the Fund shares. The 
PDS contains a more detailed description of the limited relationship MSCI has with SSgA.
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STATE STREET GLOBAL ADVISORS, AUSTRALIA, LIMITED 
Level 17, 420 George Street  
Sydney, NSW 2000 

+612 9240 7600 
www.spdrs.com.au

About SPDR® ETFs 
Offered by State Street Global Advisors, SPDR ETFs are a family of ETFs that provide investors with the flexibility to select 
investments that are precisely aligned to their investment strategy. Recognised as an industry pioneer, State Street Global 
Advisors created the first ever ETF in 1993—the SPDR S&P 500®, which is currently the world’s largest ETF.5 In 2001, SSgA 
introduced ETFs in Australia when it launched the SPDR S&P®/ASX 200 Fund and the SPDR S&P/ASX 50 Fund. Currently, State 
Street Global Advisors manages approximately US$244 billion of ETF assets worldwide.6

For more information about our ETFs or how to invest, please call +612 9240 7600 or email info@spdrs.com.au.


