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Summary
• For broad equity indexes weighted based on market capitalization, years of strong performance by growthoriented companies have resulted in significant weightings to growth stocks and minimal exposure to value
sectors like energy.
• Investors wanting to capitalize on the value trade could select value-oriented funds that screen companies
on a variety of valuation metrics, but concentrated sector exposure could be a drawback of these strategies.
• The S-Network Sector Dividend Dogs Index (SDOGX), which is the underlying index for the ALPS Sector
Dividend Dogs ETF (SDOG), uses the S&P 500 as its starting universe and selects the five stocks in ten sectors
with the highest dividend yield and equally weights those 50 stocks. The index has a value orientation but
also offers attractive diversification.

Broad market indexes tend to have more exposure to growth sectors.
On the surface, broad equity market indexes weighted based on market capitalization (or float-adjusted
market capitalization) may not seem to take a view on growth or value. However, years of strong performance
by growth-oriented companies have resulted in significant weightings to growth sectors like information
technology and growth stocks within other sectors. The opposite is true of the value-oriented energy sector.
Years of underperformance and the oil price crash in 2020 saw energy’s weighting in major indexes shrink to
multi-decade lows. The chart below compares weightings by sector for the S&P 500 Index at the end of February
2021 to year-end 2011.
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Since 2011, information technology has become an even more dominant part of the index with a weighting over
27%. Keep in mind some former constituents were reclassified in 2018 into the new communication services
sector (replaced telecommunications). Communication services includes growth-oriented names such as
Facebook (FB) and Alphabet (GOOG) that used to reside in the information technology sector and Netflix (NFLX),
which was previously in the consumer discretionary sector. With changes to the sector classification and strong
performance, the communication services sector has seen its weighting increase to over 11% from roughly 3%
in 2011. Meanwhile, weakness in oil prices and investor sentiment has driven energy from a 12% weighting in
2011 to less than 3% today.
In 2020, the relative weightings to information technology and energy were ideal as tech led all sectors with
gains over 40% for the year, while energy was the worst-performing sector, falling by more than 35%. However,
so far in 2021, energy has been the best-performing sector thanks to improving oil prices, the reflation trade,
value rotation, and the improving outlook for energy demand as vaccines are widely deployed. Year-to-date
through March 18, energy is up approximately 30% while information technology is nearly flat. If value-oriented
sectors such as energy, financials, and industrials continue to outperform this year, an investment in a product
tracking a broad equity capitalization-weighted index may leave investors disappointed.

How can investors gain more exposure to value sectors?
Investors worried about missing out on the value trade have plenty of investment options at their disposal.
There is no shortage of value-oriented funds that screen constituents on valuation metrics; however, their high
relative weightings to sectors like financials or industrials could give some investors pause. For those wanting
more diversification, an investment option that weights sectors equally could be more attractive. Relative to
the S&P 500, this would provide more exposure to value sectors like energy, industrials, and materials and less
exposure to growth-oriented information technology. In the event the value trade stalls or even reverses, the
equal weight exposure would likely prove beneficial relative to value strategies concentrated in a few sectors.
Diversification and a value focus are combined in the S-Network Dividend Dogs Indexes, which select the top
five-yielding names across ten sectors of their respective universes and use an equal-weighting scheme.
The S-Network Dividend Dog family includes international, emerging market, and REIT indexes, but for
comparing with broad market indexes, it is best to examine the S-Network Sector Dividend Dogs Index
(SDOGX). SDOGX uses the S&P 500 as its starting universe and selects the five stocks in ten sectors (real estate
is excluded) with the highest dividend yield and applies an equal weighting scheme. SDOGX is the underlying
index for the ALPS Sector Dividend Dogs ETF (SDOG). Consistent with the Dogs of the Dow strategy, the index is
designed to capitalize on mean reversion. High-yielding names added to the index in the annual reconstitution
in December are value stocks trading at a discount to peers and may see their prices rise (and yields fall)
over the course of the year as investors reevaluate these companies. The strategy resets in December as
constituents with lower yields are replaced with high-yielding stocks. Quarterly rebalancing maintains the
equal-weighting scheme.
As shown in the chart below, SDOGX has outperformed the S&P 500 (SPX), the S&P 500 Equal Weight Index (SPW),
and the S&P 500 Value Index (SVX) on a total-return basis since the value trade started to unfold in November
2020. For context, SVX had a 20.5% weighting to financials and 14.5% weighting to healthcare at the end of
February, while energy was 5.9% of the index. On the other hand, SDOGX had a 11.5% weighting to financials
and 10.7% weighting to energy at the end of February. Additionally, because SDOGX selects constituents of the
S&P 500 with the highest yields, it also offers more attractive income compared to the other three indexes as
also shown on the following page.
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Bottom line
If the current value rotation continues, investors in broad equity market indexes may miss out given a
growth tilt in indexes weighted based on market capitalization. The construction of SDOGX provides a value
orientation given its screening based on dividend yield, while its equal-weighting scheme offers diversification
without underweighting growth-oriented sectors.
SDOGX is the underlying index for the ALPS Sector Dividend Dogs ETF (SDOG).

Related Indexes

Associated Product

S-Network International Sector Dividend Dogs Index (IDOGX)

ALPS International Sector Dividend Dogs ETF (IDOG)

S-Network Emerging Sector Dividend Dogs Index (EDOGX)

ALPS Emerging Sector Dividend Dogs ETF (EDOG)

S-Network REIT Dividend Dogs Index (RDOGX)

ALPS REIT Dividend Dogs ETF (RDOG)
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// Disclaimers
This Document Is Impersonal and Not a Solicitation. In
jurisdictions where Alerian, S-Network Global Indexes, or
their affiliates do not have the necessary licenses, this
document does not constitute an offering of any security,
product, or service. Alerian and S-Network Global Indexes
receive compensation in connection with licensing its
indices to third parties. All information provided by
Alerian and S-Network Global Indexes in this document is
impersonal and not customized to the specific needs of
any entity, person, or group of persons. Alerian, S-Network
Global Indexes, and their affiliates do not endorse, manage,
promote, sell, or sponsor any investment fund or other
vehicle that is offered by third parties and that seeks to
provide an investment return linked to or based on the
returns of any Alerian or S-Network Global Indexes index.
No Advisory Relationship. Alerian and S-Network Global
Indexes are not investment advisors, and Alerian, S-Network
Global Indexes, and their affiliates make no representation
regarding the advisability of investing in any investment
fund or other vehicle. This document should not be
construed to provide advice of any kind, including, but not
limited to, tax and legal.

Limitation of Liability. While Alerian and S-Network
Global Indexes believe that the information provided in
this document is reliable, Alerian and S-Network Global
Indexes shall not be liable for any claims or losses of any
nature in connection with the use of the information in
this document, including but not limited to, lost profits
or punitive or consequential damages, even if Alerian
and S-Network Global Indexes have been advised of the
possibility of same.
Research May Not Be Current. This document has been
prepared solely for informational purposes based on
information generally available to the public from sources
believed to be reliable. Alerian and S-Network Global
Indexes make no representation as to the accuracy or
completeness of this document, the content of which
may change without notice. Alerian and S-Network Global
Indexes expressly disclaim any obligation to update the
contents of this document to reflect developments in the
energy Master Limited Partnership sector. The methodology
involves rebalancings and maintenance of indices that
are made periodically throughout the year and may not,
therefore, reflect real-time information.

You Must Make Your Own Investment Decision. It is not
possible to invest directly in an index. Index performance
does not reflect the deduction of any fees or expenses.
Past performance is not a guarantee of future returns. You
should not make a decision to invest in any investment
fund or other vehicle based on the statements set forth in
this document, and are advised to make an investment in
any investment fund or other vehicle only after carefully
evaluating the risks associated with investment in the
investment fund, as detailed in the offering memorandum
or similar document prepared by or on behalf of the issuer.
This document does not contain, and does not purport
to contain, the level of detail necessary to give sufficient
basis to an investment decision. The addition, removal, or
inclusion of a security in any Alerian or S-Network Global
Indexes index is not a recommendation to buy, sell, or hold
that security, nor is it investment advice.

Linked Products. Alerian and S-Network Global Indexes
licenses its indexes to third parties for the creation of
investment funds or other vehicles. Alerian and S-Network
Global Indexes are not responsible for the information on
these websites or for anything that they provide.

No Warranties. The accuracy and/or completeness of
any Alerian or S-Network Global Indexes index, any data
included therein, or any data from which it is based is
not guaranteed by Alerian or S-Network Global Indexes,
and it shall have no liability for any errors, omissions, or
interruptions therein. Alerian and and S-Network Global
Indexes make no warranties, express or implied, as to
results to be obtained from use of information provided
by Alerian and S-Network Global Indexes and used in this
service, and Alerian and S-Network Global Indexes expressly
disclaim all warranties of suitability with respect thereto.

Copyright. No Unauthorized Redistribution. Alerian and
S-Network Global Indexes © 2021. All rights reserved. This
document, in whole or in part, may not be redistributed,
reproduced, and/or photocopied without prior written
permission.

Alerian
alerian.com
info@alerian.com // 972.957.7700
3625 N. Hall St., Suite 1200, Dallas, TX 75219

Policies and Procedures. Analytic services and products
provided by Alerian and S-Network Global Indexes are
the result of separate activities designed to preserve the
independence and objectivity of each analytic process.
Alerian and S-Network Global Indexes have established
policies and procedures to maintain the confidentiality
of material non-public information received during each
analytic process. Alerian, S-Network Global Indexes, and
their affiliates provide a wide range of services to, or
relating to, many organizations, and may receive fees or
other economic benefits from these organizations.

S-Network Global Indexes
snetworkglobalindexes.com
info@snetworkinc.com // 646.467.7928
267 Fifth Avenue, Suite 508, New York, NY, 10016
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