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Introduction 
IHS Markit Dividend Forecasting provides independent and discrete dividend forecasts on 
amounts and payment schedules (ex, record and pay) for up to four years for over 8,000 global 
stocks using the fundamental research approach. 

The purpose of this document is to detail the inputs and assumptions adopted by the global IHS 
Markit Dividend Forecasting analyst team to create their proprietary dividend projections. 

 

Dividend forecasting 

Estimating dividend amounts 

IHS Markit considers six key factors as inputs when forecasting dividend amounts 

• Direct company guidance 

• Fundamental analysis 

• Industry and peer group trends 

• Historical patterns 

• Consensus aggregate estimates 

• Implied dividend levels IHS Markit Pricing Services, Equity Volatility / IHS Markit CDS data / 
IHS Markit PMI economic reports 

Direct company guidance 

In stock exchange announcements, companies often provide guidance regarding their dividend 
policies and in some cases companies provide the specific dividend amount which they intend to 
pay. 

Dividend policies are often closely linked to earnings, whereby a company will aim to pay out a 
certain percentage of earnings as dividends. This is typically the base for many dividend 
estimates. 

Regular direct communication with investor relations departments or a company secretary allows 
IHS Markit to gain in-depth insight over dividend policies and projected payouts. This is often a 
strong contributor to dividend estimates, particularly when companies announce a change in 
dividend policy. 

In addition, information gleaned from company conference calls and discussions with the 
corporate research analysts can often help to determine the importance which management 
teams at certain Groups place on dividends. 

However, in turbulent economic conditions, and in light of increased political and regulatory 
change, it is evident that many companies revisit their established dividend policies, and therefore 
company guidance alone is insufficient. 

Fundamental analysis 

IHS Markit examines company performance and underlying metrics such as earnings, cash flow 
and debt that drive dividend decisions.  
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IHS Markit also extensively monitors macroeconomic issues, current affairs and news at 
company and sector level to ensure that developments and underlying themes are incorporated 
into its dividend estimates. 

Industry and peer group trends 

IHS Markit considers trends across markets as a whole and a company’s peer group in addition 
to individual company analysis when estimating dividends. 

Of ten, companies within similar fields will try to maintain a certain level of consistency against 
their rivals. This applies not just to targeting similar dividend policies. Increasingly there have 
been payment trends set by one company which are closely followed by others within the sector. 

Dividend yields across a sector which are excessively high or low compared with historic norms 
can also signal potential dividend surprises. 

Historical Patterns 

In some cases, companies will not have a clearly-defined dividend policy but there will be clear 
patterns in the nature of their dividend payments. 

Historical patterns illustrate how companies’ dividends have grown over time, and how their 
dividend payout ratios have held up over time. It is useful to see how dividends have performed 
during different stages of the business cycle. 

Historical patterns also show how the full annual dividend has been split by companies over 
previous financial years. As IHS Markit provides dividend forecasts on discrete dividends (as 
opposed to aggregate full-year payouts) this is a useful indicator of how a company will split its 
dividends going forward. 

Consensus aggregate estimates 

When forecasting dividends, it is beneficial to monitor consensus data. Given the volume of 
broker activity, it is often advantageous to observe not only any new estimates made by brokers, 
but also to look at the estimates of brokers who have strong track records of being accurate.  

As consensus levels tend to factor in stale data which does not factor in more recent events, it is 
really only the examination of individual estimates that proves useful when assessing expected 
dividends. It is also increasingly noticeable that consensus averages (particularly in terms of 
forecasted EPS) tend to be far too optimistic during market downturns, and this must also be 
taken into account when forecasting distributions. IHS Markit also monitors implied dividends 
within the options market as an indicator of potential dividend surprises. 

Dividend payment schedule projections 

Most companies pay dividends based on a regular, recurring schedule. However, companies 
of ten have certain nuances regarding their timetables. It is also necessary to consider specific 
reporting directives as dictated by the stock exchanges, which are responsible for imposing rules 
regarding the timing of dividend payments. IHS Markit assesses the following when estimating 
dividend schedules: 

• Direct company guidance 

• Historical trends 

• Stock exchange guidelines  
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Direct company guidance 

Many companies provide direct guidance regarding their dividend dates and reporting schedules. 
These are typically provided on investor relations web pages and within stock exchange 
announcements. IHS Markit undertakes daily checks of these sources to ensure that all these 
dates are captured and updated, to ensure forecasts are as accurate as possible. 

Regular direct correspondence with investor relations departments or the company secretary 
allows IHS Markit to gain further insight into a company’s provisional timetables and expected 
dates, especially for companies with upcoming payments that have not already been confirmed 
elsewhere. 

Historical trends 

Companies often pay dividends based on a relatively regular schedule. These trends might be 
fairly well established trends, whether their final dividend always trades ex-dividend the week 
af ter it is announced or that its interim dividend is always paid on the second Friday of July. 

In the absence of explicit guidance on dates, monitoring trends allows IHS Markit to predict 
dividend payment schedules. The dividend analysts also analyse historical trends with regards to 
ex-dates and option expiry dates. 

Corporate actions, such as bonus issues or right issues, as well as certain types of dividends, like 
scrip and stock dividend, also impact dividend timetables, with ex dates deviating from standard 
exchange rules. 

However, historical trends alone might not be sufficient, and their usefulness varies greatly 
between different markets. 

Stock exchange guidelines 

Dividend schedules are required to conform to stock exchange regulations. For example, in the 
UK ex-dividend dates fall on Wednesdays with associated record dates being two business days 
af terwards. 

Additionally, exchanges will also introduce other guidelines, such as the transparency directives 
on the LSE which require companies to report their results and dividends within four months of a 
company’s year-end. By monitoring these guidelines and assessing their implications on dividend 
schedules, IHS Markit is able to more accurately forecast dividend timetables.  

 

Sustainability score and confidence ranks  
IHS Markit provides three independent confidence metrics that are delivered alongside our 
dividend forecasts to offer users insight into: 

1. the sustainability of a company’s forecast dividend; 

2. the risks around a specific upcoming amount forecast; 

3. the risks around a specific upcoming ex-date forecast. 

 

Dividend forecast confidence ranks will provide transparency so that customers can distinguish 
between high-conviction forecasts and those that are perceived as most at risk of surprising. This 
will support and strengthen the functions of risk management, independent price verification, 
trading decisions and portfolio management.  
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Scores will be displayed at three levels: Low, Medium and High.  

Sustainability score is a high-level company metric for checking the safety of the forecast 
dividend. It is concluded by aggregating earnings, cash flow and balance sheet strength.  

Amount confidence reflects the confidence we have in a specific dividend amount forecast. It is 
determined by the analyst who covers the stock by combining a range of fundamental, market, 
and qualitative factors.  

Ex-date confidence reflects the confidence we have in a specific ex-date forecast. It is determined 
by the analyst who covers the stock by studying company guidance, historical trends and stock 
exchange regulations.   

Conf idence ranks and sustainability scores are calculated using a granular and consistent 
methodology. In addition to publishing ranks on a three-level scale, we also disclose the 
methodology used to calculate each rank, allowing customers to use this information as an 
additional factor in their analysis. 

Key benefits  

• Consistency: bottom-up, research driven methodology and based on observable and reliable 

data sources including consensus dispersion, market news, Markit proprietary datasets and 

historical analysis  

• Transparency: visibility into clearly documented methodology for calculating scores and 

metrics, including individual inputs 

• Depth: granular view of confidence provided, including scores at a company, amount and ex-

date level  

• Coverage: confidence metrics available for dividend forecasts of all stocks within major 

benchmark indices  

• Detail: three independent processes to provide insight into three distinctive data points  

 

 

Sustainability score 

The sustainability score is set on a company level and indicates the company’s capacity to 
sustain the forecast dividend level. As such it can be viewed as a longer term indicator, using the 
earnings cover, free cash flow cover and leverage for the next three years. 

It is determined by aggregating each positive scores to these three fundamental inputs. The 
maximum score of three corresponds to “high” sustainability. Conversely, a score of zero or one 
corresponds to “low” suitability. 
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Ranking Definition 

Default industry 

1. Do earnings cover dividend? 

2. Does free cash flow cover dividend? 

3. Is net debt/ebitda ratio below 2.5? 

Bank 

1. Do earnings cover dividend? 

2. Is the cost to income ratio below 60%? 

3. Are capital ratios above minimum targets? 

Insurance 

1. Do earnings cover dividend? 

2. Does cash flow cover dividend? 

3. Combined ratio below 100%? Or total assets / equity below 50%? 

Real Estate 

1. Does cash flow cover dividend? 

2. Do earnings cover dividend, or do AFFO cover dividend? 

3. Total assets / equity below 2? 
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Amount confidence  

Conf idence levels in the dividend forecast are calibrated by analysts using a rigorous 
methodology across our global coverage. Using a consistent framework to reach preliminary 
confidence each analyst then validates the level by balancing factors. This reflects the fact that 
dividend decisions are determined by a company’s ability to pay a dividend and also its 
propensity to pay a dividend.  

Crucially, the global framework assesses three key areas: i) fundamental data; ii) market signals; 
and iii) qualitative analyst judgment.  

 

Amount confidence score is an analyst-controlled ranking that refers to specific upcoming 
dividend. This is provided on the dividend level and reflects the confidence of the analyst in the 
amounts estimates within the next 12 months. 

Due to the different methodology to calibrate each score, it is possible to for these two metrics to 
display contrasting scores, for example a “low” sustainability score and a “high” amount 
confidence for the upcoming dividend. This scenario could potentially occur because the 
immediate-term payment appears to be secure, perhaps based on recent company’s guidance, 
whereas the “low” sustainability score highlights the risks for the upcoming fiscal year. 

According to the number of positive results, a “preliminary” confidence score is calculated using 
these sections: 

Fundamental analysis 

• Earnings cover 

• Free cash flow cover 

• Leverage 

• Dividend coverage ratios compared with peers 
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• For Banks (CET1 ratio) 

• Real Estate (Funds From Operations) 

Market indicators: 

• Proportion stock on loan (short interest) 

• Dividend yield 

• Dispersion of EPS and DPS consensus 

• Implied level 

Qualitative factors and dividend policy 

• Has management issued specific dividend target? 

• Is there a consistent dividend policy in the past three years? 

• Has the dividend been maintained or increased in each year of the past ten years? 

This methodology provides a consistent framework as a starting point for each analyst. The final 
confidence rank entered for amounts is determined by the analyst to reflect their confidence in the 
expected dividend outcome. This enables the analyst to use their judgment and expertise, for 
example allowing confidence rank to include other inputs: rumours (M&A, management change, 
capital shortfall, and fines), implied level, and share buyback. 

Ex-date confidence 

To complement the amount confidence, ex-date confidence is a dedicated field to display 
confidence in the ex-date forecast. This is provided on the dividend level and reflects the 
confidence of the analyst in the ex-date estimates for the next two unreported financial years. 

 

Ranking Definition 

High 
Based on guidance from the company OR a record of five or more years adhering to the same 

payment schedule. Evidence of the timetable being adjusted to maintain the historical pattern. 

Medium 
Less than five years of adhering to the same payment schedule. No evidence of the timetable 

being adjusted to align with the historical pattern. 

Low 

No clear discernible pattern – forecast date is based on the latest equivalent payment schedule 

OR the forecast is our best estimate but we see a strong possibility that the announced ex-

dividend date could differ from our projection. (E.g. if the company deviated from the historical 

pattern last year and has given no indication whether this was a one-off or a new payment 

schedule which will be maintained in future). 
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Depositary Receipts Dividend Forecasting 

Depositary Receipts coverage and reconstitution 

Coverage 

IHS Markit covers 200 American depositary receipts (ADRs) with the greatest trailing 12-month 
aggregate options volume, the Russian Depository Index, FTSE Russia IOB, and any depositary 
receipts (DRs) that is a member of an index falling within IHS Markit’s dividend coverage. 

IHS Markit Depositary Receipts Dividend Forecasting projects the expected dividend for up to 
three years. Non US depositary receipts are forecasted up to four years. Depositary receipt 
coverage will only include those instruments on which fundamental data is available. 

 

Reconstitution for the 200 American Depositary Receipts (ADRs) 

The coverage will be rebalanced every 12 months based on aggregate option volume from 1st 
January through to 31st December of the previous year. 

The coverage list will be reviewed on the first Friday in January and clients will be notified of the 
changes via email. The changes will be effective on the fourth Monday in January.  

A company whose option volume has dropped out of the top 200 will be removed from our 
coverage at the reconstitution date, while any depositary receipt whose option volume falls within 
the top 200, will be added to our coverage at the reconstitution date. 

If  a company ceases to exist (i.e. merger/acquisition, bankruptcy, etc...) and is subsequently 
dropped from our coverage, it will be replaced at the next reconstitution date. 
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Reconstitution for non US Depositary Receipts (DRs) 

The coverage is dependent on the index membership of the Russian Depositary Index, FTSE 
Russia IOB and other indices covered by IHS Markit Dividends containing depositary receipts. 

 

Estimating Depositary Receipts dividend amounts 

IHS Markit considers a number of factors when forecasting DR dividends. In terms of estimated 
dividend amounts, 

IHS Markit’s key inputs are: 

• Underlying security dividend forecasts 

• Formulaic conversion of the underlying security forecast 

• Conversion ratio and exchange rate  

 

Taking into account all these factors, the final output is the dividend amount to be received by the 
DR investor. 

 

Underlying security dividend forecasts 

The DR dividend forecasts are derived from the underlying dividend forecasts produced by IHS 
Markit’s global dividend forecasting team. 

DR dividend forecasts are updated on a daily basis to take into account analyst changes to 
underlying-stock forecasts, confirmed dividend announcements, and corporate actions. 

 

Formulaic conversion of the underlying forecast 

IHS Markit applies the following formula to the underlying dividend forecast to generate the final 
dividend amount for the related DR: 

Final DR amount = foreign gross underlying dividend * conversion ratio * exchange rate  

 

Conversion ratio and exchange rate 

The conversion ratio is the number of underlying shares, either multiple or fractional, represented 
by a single DR. IHS Markit sources this data directly from the sponsoring depositary banks. 
Additionally, IHS Markit utilises forward exchange rates to calculate the DR dividend forecasts. 
The exchange rates are updated weekly in order to ensure that the projected dividend amounts 
remain accurate. 

 

Final Depositary Receipts Dividend 

The f inal DR dividend amount is provided gross, without deduction of the foreign withholding tax 
or depositary fee. For Australia and New Zealand, the dividends are adjusted for 
f ranking/imputation credits to reach their gross amount. 
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Depositary Receipts dividend schedule projection 

IHS Markit considers two core factors when forecasting DR dividend dates: 

• Underlying security dividend dates 

• Stock exchange guidelines 

 

Underlying dividend dates 

DR dividend dates are announced by the depositary banks and have a relatively consistent 
schedule related to the underlying dividend schedule. IHS Markit monitors the trends and 
changes in the consistency of the schedule to predict dates for the DR based on the dates of 
underlying company’s dividend schedule. 

 

Stock exchange guidelines 

Most stock exchanges issue dividend procedure guidelines to ensure consistency of 
announcements by listed companies. For example, the New York Stock Exchange rules stipulate 
that ex-dividend dates fall two business days prior to the associated record dates. 

By monitoring these guidelines and assessing the implications on the dividend schedule, IHS 
Markit is able to more accurately forecast dividend timetables. 

 

Dividend Index Points (DIPs) 
IHS Markit calculates Dividend Index Points for an index on an individual stock basis, taking into 
account the treatment of exceptional dividend types by each individual index provider, as detailed 
in the each index’s calculation methodology. For example, IHS Markit will account for how a 
specific index handles both special cash dividends and capital returns and thus, if a special 
dividend causes a change to the divisor of the index, the special dividend is excluded. The 
methodology also allows for varying proportions of special dividends to be included / excluded 
where relevant. 

Further, given the increased prevalence of stock dividends as a form of shareholder return in the 
past months, IHS Markit will identify those stock dividends that have an impact on the DIPs for 
any of the indices for which the stock is a constituent. 

Markit DIPs values are calculated based on 100% of the gross dividend value (with the exception 
of  US/Canada-listed stocks, Australia/NZ-listed stocks, and special payments outlined above.) 

For more information on the IHS Markit Dividend Forecasting offering or any other products and 
services from IHS Markit, please contact dividendsupport@ihsmarkit.com or your account 
manager. 

mailto:dividendsupport@ihsmarkit.com

