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Government bond yields vs. S&P 500 dividend yield 

The yield gap – the difference between risk-free UST yields and the S&P 500 dividend yield – 
has widened to levels not seen in over two decades.  Key drivers include:  (1) structural shift 
in capital returns toward buybacks over dividends; (2) equity market valuation expansion, 
accompanied by compression of the equity risk premium (i.e., investors accepting equity 
risk and volatility with less compensation); and (3) persistent “higher-for-longer” rates driven 
by numerous factors including higher deficits & UST supply.

Source: (1) Bloomberg. Data as of August 26, 2026. Yield to worst. 
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