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A Tale of Two Dividend Growers

The dividend histories of Coca-Cola and Walgreens over the past 10 calendar years illustrate that
fundamentals can matter far more than just yield.
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Walgreens and Coca-Cola are two household names that both had a long-standing history of increasing their dividends annually.
Yet, in early 2024, Walgreens cut its dividend nearly in half before opting to fully suspend its quarterly payout at the beginning of
2025, while Coca-Cola has continued to grow its dividend.

In the wake of the Walgreens news, we thought it would be useful to take a fresh look at the factors that determine a company’s
dividend trajectory, whether it is continued growth in the dividend, or an eventual reduction, or even cessation, of payouts. A brief
look at the fundamental and dividend history of these famous franchises (through calendar 2024, the last year in which Walgreens
paid a dividend) provides us with what we consider good examples of both outcomes, highlighting why it is important for dividend-
focused investors to look under the hood at the strength and resiliency of the company itself (illustrated here by historical earnings
data) rather than solely chasing stocks with high dividend yields.

Coca-Cola

Coca-Cola has increased its dividend by 8% annually over the past 30 calendar years, and this period has been highlighted by
Coke’s long-term record of stable earnings growth and its consistent history of returning those profits to its shareholders. Over the
past 10 years, Coke’s average dividend yield was 3.1%, as stock price and dividend-per-share amounts increased in tandem. While
there are no guarantees, Coke’s long-term history of stable earnings growth and leadership by an effective management team
suggest that its record of annual dividend growth will remain intact. And so, while the absolute dividend yield per share is modest,
we believe the growth of Coke’s dividend year after year has been a clear signal of quality at the company, along with its ability to
adapt to changing tastes and consumer preferences. That consistency has been reflected in the steady climb in its stock price,

in our view.
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Coca-Cola - EPS & Dividend Yield
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Source: FactSet. Data for the calendar years 1994-2024 (as of 12/31/2024). LHS = left-hand side. RHS = right-hand side. EPS = earnings per share.

A company’s dividend payments may vary over time, and there is no guarantee that a company will pay a dividend at all. Past performance is not a reliable
indicator or guarantee of future results. For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular
investment. Indexes are unmanaged, do not reflect the deduction of fees and expenses, and are not available for direct investment.
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Walgreens

By contrast, Walgreens has seen its profits erode in the past 10 calendar years as the competitive landscape shifted for retail
pharmacies. Yet, until the dividend suspension in 2025, Walgreens had lifted its payout by 9.2% annually over the preceding 30
calendar years. Moreover, in recent years, the company continued to boost its dividend and took on more debt as earnings
weakened. Inevitably, the stock price dropped, leading to a jump in the dividend yield from 2% in 1994 to 13% before payouts were
suspended in January 2025. That yield is now zero, and the stock price fell 85% over that period. At one point in 2014, Walgreens
had a market capitalization of nearly $100 billion. In March 2025, the company agreed to be acquired by a private equity firm at a
90% discount to that peak value, with the acquisition expected to be completed in the fourth quarter of 2025, based on a
Bloomberg news report.

Walgreens - EPS & Dividend Yield
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Source: FactSet. Data for the calendar years 1994-2024 (as of 12/31/2024). Walgreens suspended its dividend 01/30/2025. EPS = earnings per share.

LHS = left-hand side. RHS = right-hand side.

A company’s dividend payments may vary over time, and there is no guarantee that a company will pay a dividend at all. Past performance is not a reliable
indicator or guarantee of future results. For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any
particular investment. Indexes are unmanaged, do not reflect the deduction of fees and expenses, and are not available for direct investment.
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A Final Word

What does this mean for the dividend-focused investor? Passive dividend growth strategies have proved popular in recent years,
but basing a portfolio allocation decision solely on companies’ dividend payout history means potentially missing important
developments that can have an impact on the ability of such companies to raise, or even maintain, a dividend in the future. The
diverging fortunes of Coke and Walgreens—and the impact on their historical dividend payments—provide a clear illustration of
the potential benefits of an actively managed approach to dividend stocks to provide alpha to investors.

Glossary & Index Definitions

Dividend policy: A stock is classified as a dividend payer if it paid a cash
dividend any time during the previous 12 months; a dividend grower if it
initiated or raised its cash dividend at any time during the previous 12

months; and a non-dividend payer if it did not pay a cash dividend at any time
during the previous 12 months.

Dividend yield measures the annual value of dividends received relative to
the market value per share of a security by calculating the percentage of a
company’s market price of a share that is paid to shareholders in the form of
dividends.

Earnings per share (EPS) is determined by dividing net earnings available to
common shareholders by the average outstanding shares over a certain
period of time. The EPS formula indicates a company’s ability to produce net
profits for common shareholders.

Important Information

The information contained herein is provided by Lord, Abbett & Co. LLC
(“Lord Abbett”). Lord Abbett is a registered investment adviser under the U.S.
Investment Advisers Act of 1940 (the “Advisers Act”), as amended, and is
subject to the Advisers Act rules and regulations adopted by the U.S.
Securities and Exchange Commission (‘SEC”). Registration with the SEC
does not imply a particular ability or training. Lord Abbett is a global asset
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third
party sources and such information has not been independently verified by
Lord Abbett. No representation, warranty, or undertaking, expressed or
implied, is given to the accuracy or completeness of such information by Lord
Abbett or any other person. While such sources are believed to be reliable,
Lord Abbett does not assume any responsibility for the accuracy or
completeness of such information. Lord Abbett does not undertake any
obligation to update the information contained herein as of any future date.

Certain information contained in the material constitutes “forward-looking
statements,” which can be identified by the use of forward-looking
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,”
“estimate,” “i continue,” or “believe,” or the negatives thereof or other
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intend,
variations thereon or comparable terminology. Due to various risks and
uncertainties, actual events, results or actual performance may differ
materially from those reflected or contemplated in such forward-looking
statements. Nothing contained in the material may be relied upon as a
guarantee, promise, assurance or a representation as to the future.

Market forecasts and projections are based on current market conditions and
are subject to change without notice. Projections should not be considered a
guarantee.

Specific investments described herein do not represent all investment
decisions made by Lord Abbett. The reader should not assume that
investment decisions identified and discussed were or will be profitable.
Specific investment advice or strategy references provided herein are for
illustrative purposes only and are not necessarily representative of
investments that will be made in the future.

Past performance is not a reliable indicator or guarantee of future results. All
investments involve risk, including the loss of capital. Investments are not
guaranteed by Lord Abbett, its affiliates, or any governmental agency.

The views and opinions expressed are those of the Lord Abbett author as of
the date of the material, and do not necessarily represent the views of the firm
as a whole. Any such views are subject to change at any time based upon
market or other conditions and Lord Abbett disclaims any responsibility to
update such views. References to specific asset classes and financial
markets are for illustrative purposes only. This material is not intended to be
relied upon as a forecast, research or investment advice. Neither Lord Abbett
nor the Lord Abbett author can be responsible for any direct or incidental loss
incurred by applying any of the information offered.

The information in this material does not constitute a distribution, an offer, an
invitation, a personal or general recommendation or solicitation in any
jurisdiction. This material has not been reviewed or approved by any
regulatory authority in any jurisdiction.

None of the information provided should be regarded as a suggestion to
engage in or refrain from any investment-related course of action as neither
Lord Abbett nor its affiliates are undertaking to provide impartial investment
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

Mentions of specific companies are for reference purposes only and are not
meant to describe the investment merits of, or potential or actual portfolio
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and U.S.
monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without
the permission of Lord Abbett. Lord Abbett mutual funds are distributed by
Lord Abbett Distributor LLC, member FINRA.
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