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Strategy Overview

Firm AUM: $224.3B

Strategy AUM: $0.02B

Inception Date: March 31, 2014

Number of Holdings: Typically 60-80

Benchmark: S&P 500® Index

Available Vehicles:  Institutional Separate Account

 US Mutual Fund 

Highlights

 The strategy seeks total return by investing primarily in high-quality 

large-cap companies who are able to consistently grow their 

dividend. 

 Our goal is to outperform the S&P 500® Index over long-term 

investment horizons, typically a full market cycle.

 Dividend growers historically have lower volatility than the broad 

market and potentially attractive risk/reward profiles

 Employs a bottom-up approach seeking companies with: 

 Ability to generate high free cash-flow 

 Management teams willing to return capital to shareholders in 

the form of stock buybacks or dividends

 Rising or above average Return on Invested Capital (ROIC) or 

Return on Equity (ROE)

 Strong credit profile

 A low-to-average cash flow payout ratio relative to peers

Rising Dividend
High-quality companies with attractive dividend growth potential

Past performance does not guarantee future results. Source: Jennison/Mellon Analytical Solutions. *Net of fee performance reflects the deduction of a model fee. It is net of transaction costs 

and is calculated based on the highest tier of the fee schedule in effect for the respective period (0.55%). Inception of Rising Dividend Composite: 3/31/14. Periods greater than one year are 

annualized. See disclosures for important information. 

Performance 4Q20
Full Year 

2020 3 Years 5 Years
Since 

Inception

Rising Dividend Composite (Gross) 11.6% 14.7% 12.6% 13.3% 11.5%

Rising Dividend Composite (Net)* 11.4 14.1 12.0 12.8 11.0

S&P 500® Index 12.1 18.4 14.2 15.2 13.1
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Equity Characteristics
Representative 

Portfolio
S&P 500®

Index

Weighted Average Market Cap $237.5 bil. $459.4 bil.

Median Market Cap $88.2 bil. $25.8 bil.

Dividend Yield 1.9% 1.5%

Number of Holdings 60-80 505
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Source: Jennison. See disclosures for important information. 

Past performance does not guarantee future results. Source: FactSet. The holdings identified do not represent all of the securities purchased, sold or recommended by Jennison during the

time period shown. A complete list of holdings and how each contributed to the representatives portfolio’s return is available upon request. See disclosures for important information. 

Source: Jennison/Mellon Analytical Solutions. Cash allocation of 1.9% is not represented in chart above. See disclosures for important information. 

Source: Jennison/Mellon Analytical Solutions. See disclosures for important information. 

Largest Absolute

Impact (4Q20)
Average 

Weight

Total 

Return

Contribution 

to Return

Average

Weight

Total 

Return

Contribution 

to Return

Top Five Bottom Five

Qualcomm 3.3% 30% 0.90% D.R. Horton 2.4% -9% -0.22%

Walt Disney 1.9 46 0.78 AstraZeneca - ADR 2.1 -9 -0.22

PNC Financial Services 2.2 37 0.72 SBA Communications 1.0 -11 -0.18

Six Flags Entertainment 1.0 68 0.64 Toll Brothers 1.4 -10 -0.17

ASML 2.1 33 0.61 FedEx 1.2 3 -0.08

Largest Holdings

Apple 4.0%

Qualcomm 3.4

Deere 2.5

NIKE 2.5

Norfolk Southern 2.4

Goldman Sachs 2.4

PNC Financial Services 2.4

Intuit 2.3

Walt Disney 2.3

ASML 2.3

26.4%

Representative Portfolio
S&P 500® Index

Sector Allocation
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Overview

Markets ended the final quarter of 2020 in remarkable fashion with positive news in November regarding successful clinical trials sparked 

a vaccine-related market rally. News of the two vaccines and their subsequent approval for use by the US Food and Drug Administration, 

along with other global health regulators, marked a watershed moment in the fight against the pandemic. Within the S&P 500 Index, all 11 

GICS sectors posted gains as the Index returned 12.14% over the fourth quarter. Energy led, returning nearly 30%, despite its mere 2.28% 

Index weighting. Other cyclical sectors such as financials and industrials followed behind energy. Real estate, consumer staples, and 

utilities all lagged behind their sector peers. Notable Index contributors included Apple – which accounted for nearly 7% of the overall 

Index – along with Walt Disney, JPMorgan Chase, and Alphabet. Salesforce.com, Amgen, NVIDIA, and Vertex Pharmaceuticals were among 

the notable Index detractors over the quarter.

The Jennison Rising Dividend Composite (hereinafter, the “Composite”) advanced, but trailed the S&P 500 Index (the Index) over the 

period.

Relative to the Index, the representative portfolio’s (hereinafter the “Portfolio”) overweight exposure to homebuilding was the primary 

performance headwind for the Portfolio after being one of the top contributors last quarter. Poor security selection and overweight 

exposure within pharmaceuticals hurt, along with overweight exposure within specialized REITs and multi-utilities. Selection within 

aerospace & defense also hampered relative results over the fourth quarter. Conversely, the Portfolio’s overweight exposure to 

semiconductor equipment and successful stock selection within semiconductors all drove relative gains. Overweight positions among 

leisure facilities were also meaningful tailwinds. The Portfolio also benefitted from underweight exposure to internet & direct marketing 

retail stocks, along with successful stock selection among application software. 

Key Contributors

 Shares of semiconductor chipmaker QUALCOMM rose over the period as investors have reacted positively to the Company 

successfully leveraging the 5G opportunity. The Company has benefitted from the rolling out of 5G phones, given its leadership in 

5G technology as sales for its chips and technology that it licenses continue to be in demand. While the Company makes chips,

most of its operating income comes from licensing its technology and charging fees and royalties based on end-units sold.

 Walt Disney is a diversified entertainment and media conglomerate with businesses in movies, television, publishing, and theme 

parks. The Company has benefitted from its DTC (direct-to-consumer) video streaming, along with its massive acceleration in 

original content being released on its Disney+ subscription video-on-demand (SVOD) service. Disney continues to execute a bold 

transition in its entertainment programming and content production businesses into a globally scaled, vertically integrated 

streaming entertainment leader, driving opportunities to monetize its subscriber base in a more meaningful way. 

 PNC Financial Services Group, is one of the largest diversified financial services company in the US. As a “smart operator”, PNC is a 

well-managed commercial and retail bank that took advantage of the financial crisis to grow significantly through acquisition, which 

has already begun showing the fruits of its labor, in our view. After reporting solid 3Q20 earnings that beat consensus estimates in 

October, a month later, the Company announced an acquisition deal for BBVA USA for $11.6 billion in cash, which it expects to

close in mid-2021. The announcement comes after PNC generated ~$6 billion of capital from the sale of its stake in Blackrock 

earlier in 2020. We continue to favor the stock given its diversified mix of non-interest revenue that provides stability, while we 

expect further loan and fee growth improvement. We view the newly announced acquisition of BBVA USA positively, as the deal 

makes good sense and should drive PNC’s long-term shareholder value, in our view.

Key Detractors 

 Homebuilder stocks came under pressure, after positive vaccine news drove a market rally over the period, seemingly leaving 

homebuilders behind. Investor perception that strong housing demand will not persist beyond the pandemic, along with concerns that 

construction constraints would be unable to keep up with demand, likely caused a rotation out of the group. Shares of D.R. Horton and 

Toll Brothers struggled over the period as a result. With tight home inventories and outsized demand trends, coupled with historically 

low mortgage rates, we continue to favor D.R Horton and Toll Brothers. We believe both companies should benefit from the continued 

housing boom with solid demand among millennials with cash to burn and the urgency to buy homes in the suburbs given the work-

from-home environment. Additionally, the historically low interest rate environment should help support the industry for the near 

future, in our view. Despite the lagging shares, both companies announced positive 4Q earnings that were ahead of consensus 

estimates over the period. D.R. Horton is one of the largest homebuilders in the US, operating across approximately 84 markets and 

29 states. Toll Brothers is one of the top 10 homebuilders in the US, operating in 23 states. The Company focuses on the more

affluent and luxury segments, with California and the Northeast its most important geographic markets.

The views expressed herein are those of Jennison investment professionals at the time the comments were made. They may not be reflective of their current opinions, are subject to 

change without prior notice, and should not be considered investment advice. Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. See 

disclosures for important information.
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 Shares of pharmaceutical firm Astrazeneca (AZN) took a hit after vaccine manufacturing missteps highlighted the lack of vaccine 

experience by the Company and Oxford University – its vaccine research partner. The misstep will significantly setback vaccine 

volumes. In December, AZN announced its large acquisition of Alexion (ALXN), in an effort to accelerate AZN’s change from a primary 

care company, just five years ago, to the highly specialized medicines they have been successfully transitioning into. We expect the 

acquisition to lock in double-digit top-line growth over the next five years, while accelerating margin growth. The deal is immediately 

accretive to earnings per share and free cash-flow.

 Tower and data center REITs came under pressure over the period after positive vaccine news sparked an equity market rally in

November, causing investors to pivot away from defensive sectors such as real estate and utilities, in favor of riskier assets and 

those benefitting from the “work-from-home” environment. As a result, shares of SBA Telecommunications were weak over the 

period. This came despite the Company reporting solid 3Q20 results, beating consensus estimates and raising 2020 guidance.

Outlook

US equity markets continued their rally as positive vaccine news sent investor optimism to new heights over the fourth quarter. Investors 

have been willing to look past the near-term uncertainties (e.g., rising infection rates, unprecedented US political events, etc.) and more 

towards the hopes of an eventual longer-term economic recovery. 

Given the uncertain behavioral response to a vaccine along with the timing of widespread availability, the process of getting back to 

“normal” could take longer than expected. As a result, we believe it’s prudent to take a “gradual approach” to an economic reopening, as 

we continue to evaluate the behavioral and psychological impacts of a vaccine. However, rising vaccine accessibility along with the 

exponentially increasing number of administered vaccinations could result in a dramatic shift in consumer behavior. During the 

pandemic, consumers have shifted their spending behavior from travel and leisure, towards activities more focused around the home.  

This will eventually change, as we believe a meaningful population should be vaccinated by the end of the second quarter. This should 

lead to a more meaningful reopening of the economy and the release of pent up consumer demand to travel and be social, potentially 

entering a period reminiscent of the roaring 20’s – the time following World War I and the Spanish Flu. 

Additionally, unprecedented central bank and governments’ global stimulus has largely helped keep consumers (and markets) afloat, in 

order to prevent further economic crippling. While politicians are currently deadlocked – disagreeing on an amount – it is widely expected 

that some form of stimulus legislation should be seen at some point. The recent $600 stimulus checks sent to Americans are helpful, but 

there are growing expectations that with a Democrat-controlled White House and Congress, there could be another, larger stimulus check 

for the American public. This could help buoy the US economy until vaccinations are at meaningful numbers to help boost employment 

levels. Given loose monetary policy has been the “norm” over the past few years, any pullback of liquidity by the Federal Reserve could 

potentially disrupt markets, in our view. 

After having tempered our expectations of dividend growth during this pandemic, given the corporate prudence to build a larger cash 

cushion in this environment, we feel the biggest variable to future dividend growth will be the pace of economic recovery/reopening. With 

companies having adapted their business models coming out of this pandemic in a stronger position, we believe stock buybacks should 

resume this later year. 

While bouts of market volatility – as we have recently experienced – are likely to continue in the months ahead, dividend-paying stocks 

remain attractive in this “lower-for-longer” interest rate environment. Whether rates remain at current levels, or near-term rate increases 

do occur, we are still in a low rate environment from a historical context and are likely to remain in this neighborhood for some time to 

come.  

We remain focused on our fundamental bottom-up based investing approach that we believe is well suited for today’s environment. We 

remain steadfast to our investment philosophy that seeks quality businesses that can generate high/increasing free cash-flows which 

can be returned to investors in the form of a growing dividend. Those businesses who can demonstrate attractive dividend growth during 

the current pandemic we find ourselves in will be even more appreciated by the market – and even more valuable – in our view.  We feel 

that over time, our focus should result in both lower turnover and lower beta relative to the broader market. As such, we remain vigilant 

but patient for our thesis to play out over the long-term.

The views expressed herein are those of Jennison investment professionals at the time the comments were made. They may not be reflective of their current opinions, are subject to 

change without prior notice, and should not be considered investment advice. Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. See 

disclosures for important information.
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Disclosures

All data is as of December 31, 2020 unless otherwise noted. Due to rounding, individual values may not sum to total shown.   

All non-performance portfolio data provided is based on a representative Jennison Rising Dividend portfolio. Unless otherwise indicated, the Jennison strategy 

characteristics relate to that of an investment composite or a representative account managed within a composite. It is intended to provide a general illustration of 

the investment strategy and considerations used by Jennison in managing that strategy during normal market conditions. Individual accounts may differ from the 

reference data shown due to varying account restrictions, fees and expenses, and since-inception periods, among others.

The S&P 500® Index provides a broad indicator of stock price movements. The financial indices referenced herein are provided for informational purposes only; are 

unmanaged; include net reinvestment dividends; do not reflect fees or expenses; and are not available for direct investment. 

Certain third party information in this document has been obtained from sources that Jennison believes to be reliable as of the date presented; however, Jennison 

cannot guarantee the accuracy of such information, assure its completeness, or warrant such information will not be changed. Jennison has no obligation to update 

any or all such third party information.  Any references to third party trademarks and data are proprietary and confidential and cannot be redistributed without 

Jennison’s prior consent.

Jennison uses the Global Industry Classification Standard (GICS®) for categorizing companies into sectors and industries. GICS® is used for all portfolio 

characteristics involving sector and industry data such as benchmark, active and relative weights and attribution. The Global Industry Classification Standard 

(GICS®) is the exclusive intellectual property of MSCI Inc. (MSCI) and Standard & Poor’s Financial Services, LLC (S&P). Neither MSCI, S&P, their affiliates, nor any of 

their third party providers (“GICS Parties”) makes any representations or warranties, express or implied, with respect to GICS or the results to be obtained by the use 

thereof, and expressly disclaim all warranties, including warranties of accuracy, completeness, merchantability and fitness for a particular purpose. The GICS 

Parties shall not have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of such 

damages.

There is no assurance that any securities discussed herein will remain in an account’s portfolio or that securities sold have not been repurchased. It should not be 

assumed that any of the securities transactions or holdings discussed were or will prove to be profitable. The securities discussed may represent only a small 

percentage of an account’s portfolio holdings. Please note that certain securities of foreign issuers may be held as ADRs. Additionally, different classes of securities 

from the same issuer may be combined for illustrative purposes.

Performance results fluctuate, and there can be no assurances that objectives will be achieved. Performance results are calculated in US dollars and reflect 

reinvestment of dividends and other earnings. Gross of fee performance is presented before custodial and Jennison’s actual advisory fees but after transaction 

costs. Prior to April 1, 2018, net of fee performance is presented net of Jennison’s actual advisory fees and transaction costs. For periods beginning April 1, 2018, 

net of fees performance reflects the deduction of a model fee, is net of transaction costs and is calculated based on the highest tier of the fee schedule in effect for 

the respective period, which may not reflect the actual historical fees applied to the accounts in the Composite. Returns are gross of reclaimable withholding taxes, 

if any, and net of non-reclaimable withholding taxes. Actual advisory fees charged and actual account minimum size may vary by account due to various conditions 

described in Jennison Associates LLC’s Form ADV.

Average Weight is the dollar value (price times the shares held) of the security or group, divided by the total dollar value of the entire portfolio displayed as a 

percentage. It is calculated as the simple arithmetic average of daily values. Total Return is the price change of a security or group including dividends accrued over 

the report period or the "in-portfolio return" which includes only the time period that each security was in the portfolio. Contribution to Return is the contribution of a 

security or group to the overall portfolio return. It is calculated as the security weight multiplied by the daily security return linked daily across the reporting period. 

Important Information

This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material is 

received. This material is not for use by retail investors and may not be reproduced or distributed without Jennison Associates LLC’s permission.

These materials are for informational or educational purposes only. The information is not intended as investment advice and is not a recommendation about 

managing or investing assets. Jennison makes no representations regarding the suitability of any securities, financial instruments or strategies described in these 

materials. In providing these materials, Jennison is not acting as your fiduciary. These materials do not purport to provide any legal, tax or accounting advice.  

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM 

Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European Economic 

Area (“EEA”), information is issued by PGIM Netherlands B.V. with registered office: Gustav Mahlerlaan 1212, 1081 LA  Amsterdam, The Netherlands. PGIM 

Netherlands B.V. is, authorised by the Autoriteit Financiële Markten (“AFM”) in the Netherlands (Registration number 15003620) and operating on the basis of a 

European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses available 

to PGIM Limited under temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued by PGIM 

Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined  under the rules of the FCA and/or to persons who are professional clients 

as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). Jennison Associates LLC, PGIM Limited & PGIM Netherlands B.V. are wholly 

owned subsidiaries of PGIM, Inc. the principal investment management business of Prudential Financial, Inc. ('PFI'). PFI of the United States is not affiliated in any 

manner with Prudential plc, incorporated in the United Kingdom  or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United 

Kingdom. 

©2021 Prudential Financial, Inc. (‘PFI’). PGIM and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions worldwide.


