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Key Metrics
Earnings Scorecard: For Q4 2018 (with 4% of the companies in the S&P 500 reporting actual results for the quarter), 90% of

S&P 500 companies have reported a positive EPS surprise and 65% have reported a positive revenue surprise.

Earnings Growth: For Q4 2018, the blended earnings growth rate for the S&P 500 is 10.6%. If 10.6% is the actual growth
rate for the quarter, it will mark the fifth straight quarter of double-digit earnings growth for the index.

Earnings Revisions: On December 31, the estimated earnings growth rate for Q4 2018 was 12.3%. Seven sectors have
lower growth rates today (compared to December 31) due to downward revisions to EPS estimates.

Earnings Guidance: For Q4 2018, 72 S&P 500 companies have issued negative EPS guidance and 34 S&P 500 companies
have issued positive EPS guidance.

Valuation: The forward 12-month P/E ratio for the S&P 500 is 15.1. This P/E ratio is below the 5-year average (16.4) but
above the 10-year average (14.6).

S&P 500 Change in Forward 12-Month EPS vs. Change in Price: 10 Yrs.
(Source: FactSet)
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Topic of the Week: 1

Have More S&P 500 Companies than Normal Issued Negative Guidance for Q47?

“Today we are revising our guidance for Apple’s fiscal 2019 first quarter, which ended on December 29. We now
expect the following: Revenue of approximately $84 billion.” -Apple (Jan. 2)

On January 2, Apple issued revenue guidance for the fourth quarter of $84 billion, which was below the mean revenue
estimate of $91.3 billion. Given that Apple cited weakness in China as a primary cause of the lower revenues, there
were some concerns in the market that other companies might also issue EPS or revenue guidance below the
expectations of analysts. Have more S&P 500 companies than normal issued negative EPS or negative revenue
guidance for the fourth quarter to date?

On the earnings side overall, 106 S&P 500 companies have issued EPS guidance for the fourth quarter. Of these 106
companies, 72 have issued negative EPS guidance and 34 have issued positive EPS guidance. The number of
companies issuing negative EPS guidance for Q4 is below the 5-year average of 76, while the number of companies
issuing positive EPS guidance for Q4 is above the 5-year average of 32.

On the revenue side overall, 77 S&P 500 companies have issued guidance for the fourth quarter. Of these 77
companies, 46 have issued negative revenue guidance and 31 have issued positive revenue guidance. The number of
companies issuing negative revenue guidance for Q4 is above the 5-year average of 42, while the number of
companies issuing positive revenue guidance for Q4 is slightly below the 5-year average of 33.

Thus, the earnings guidance issued by S&P 500 companies for Q4 has been slightly more positive than average, while
revenue guidance issued by S&P 500 companies for Q4 has been slightly more negative than average.

The term “guidance” (or “preannouncement”) is defined as a projection or estimate for EPS provided by a company in
advance of the company reporting actual results. Guidance is classified as negative if the estimate (or mid-point of a
range estimates) provided by a company is lower than the mean EPS estimate the day before the guidance was
issued. Guidance is classified as positive if the estimate (or mid-point of a range of estimates) provided by the
company is higher than the mean EPS estimate the day before the guidance was issued.

Number (#) of S&P 500 Cos. with Q4 Positive & Negative EPS
Guidance
(Source: FactSet)
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Topic of the Week: 2
Are S&P 500 Companies Citing a Negative Impact from China on Q4 Earnings Calls?

“In fact, most of our revenue shortfall to our guidance, and over 100 percent of our year-over-year worldwide revenue
decline, occurred in Greater China across iPhone, Mac and iPad. China’s economy began to slow in the second half of
2018. The government-reported GDP growth during the September quarter was the second lowest in the last 25 years.
We believe the economic environment in China has been further impacted by rising trade tensions with the United
States.” -Apple (Jan. 2)

While the majority of S&P 500 companies will report earnings results for Q4 2018 over the next few weeks, 4% of the
companies in the index (20 companies) have already reported earnings results for the fourth quarter. Given the number
of concerns in the market (particularly surrounding weakness in China), have these companies discussed specific
factors that had a negative impact on earnings or revenues for the fourth quarter (or are expected to have a negative
impact in future quarters) during their earnings conference calls?

To answer this question, FactSet searched for specific terms related to a number of factors (i.e. “currency,” “China,”
etc.) in the conference call transcripts of the 19 S&P 500 companies that had conducted fourth quarter earnings
conference calls through January 11 to see how many companies discussed these factors. FactSet then looked to see
if the company cited a negative impact, expressed a negative sentiment (i.e. “volatility,” “uncertainty,” “pressure,”
“headwind,” etc.), or discussed clear underperformance in relation to the factor for either the quarter just reported or in
guidance for future quarters. The results are shown below

Foreign exchange has been cited by more than 60% of the companies (12) that have reported to date as a factor that
either had a negative impact on earnings or revenues in Q4 or is expected to have a negative impact on earnings and
revenues in future quarters.

It is interesting to note that the terms “China” or “tariff” (or both) have been mentioned during the earnings calls of
eleven S&P 500 companies to date, with six of these eleven companies citing a negative impact linked to either China
or tariffs (or both). However, almost the same number of S&P 500 companies (5) have cited a positive impact or
expressed a positive sentiment about China to date. Please see the next page for a list of companies and comments.

# of S&P 500 Cos. Citing Negative Impact on Q4 Earnings Calls (19)
(Source: FactSet)
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China/Tariff: Negative (6)

“Looking forward, the U.S. has agreed to postpone plans to increase tariffs from 10% to 25%. We will continue to
monitor developments closely and working with our industry associations to share our concerns about the potential
negative ramifications of ongoing and increased tariffs to our customers and the broader economy.” -AutoZone (Dec.
4)

“Quickly on tariffs, there's not a whole lot new to tell you there...There's some items that when the tariffs have been in
the 10-plus percent range have been very little impact on the sales. Some, there's been a little bit more negative
impact. There's some items that when the tariffs have been in the 10-plus percent range have been very little impact on
the sales. Some, there's been a little bit more negative impact.” -Costco (Dec. 13)

“In addition, China's economy has weakened due in part to trade disputes. As a result, we have lowered our fiscal
2019 earnings guidance and are accelerating actions to reduce costs given the uncertainty of global macroeconomic
trends.” -FedEx (Dec. 18)

“During the last few months, we successfully leveraged our global supply chain to mitigate the impact of the China
trade tariffs to less than 50 basis points to our consolidated fiscal first quarter gross margin.” -Micron (Dec. 18)

“It was also their effort that enabled us to execute despite a plethora of headwinds, like, rising geopolitical tensions all
over the world, including...disruptions in China like with the trade and stoppage and travel to Korea, economic malaise
in some key countries in Europe including uncertainty around Brexit, and temporary overconcentration of industry
supply at times in regions like the Caribbean.” Carnival (Dec. 20)

“And last, if you think about China, for example, we've seen a bucket announced in July of tariff increases on a certain
set of products and services. We were not impacted by that. The second bucket came in September. We were slightly
impacted by that and we touched on that last quarter. Again, it's a pretty small amount, but that may continue. And
certainly then, it's too early to tell on anything else that may change with China.” -Cintas (Dec. 20)

China/Tariff: Positive (5)
“So having said that, the China business for us has been doing well.” -Adobe (Dec. 13)

“In our Asia & Latin America segment, organic net sales increased 5% in the second quarter, with strong growth on our
global Accelerate platforms and on Wanchai Ferry in China.” -General Mills (Dec. 19)

“You know things are definitely better than they were say a year plus ago in China.” -Carnival (Dec. 20)

“And I'm just delighted that we delivered another excellent quarter in Growth Markets with 17% growth in local
currency. Japan again led the way with very strong double-digit growth. And we had double-digit growth in Brazil, in
China, and in Singapore as well.” -Accenture (Dec. 20)

“Next, let's turn to Greater China, where yet again, we delivered double-digit revenue growth in Q2. This marks the
18th consecutive quarter of double-digit revenue growth in China. In Q2, growth accelerated to 31% on a currency-
neutral basis with digital growing over 40%...While there has been uncertainty of late regarding U.S. China relations,
we have not seen any impact on our business. NIKE continues to win with the consumer in China.” -NIKE (Dec. 20)
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Q4 Earnings Season: By The Numbers

Overview

To date, 4% of the companies in the S&P 500 have reported actual results for Q4 2018. In terms of earnings, more
companies are reporting actual EPS above estimates (90%) compared to the 5-year average. In aggregate, companies
are reporting earnings that are 4.0% above the estimates, which is below the 5-year average. In terms of sales, more
companies (65%) are reporting actual sales above estimates compared to the 5-year average. In aggregate,
companies are reporting sales that are 0.2% above estimates, which is below the 5-year average.

The blended (combines actual results for companies that have reported and estimated results for companies that have
yet to report), year-over-year earnings growth rate for the fourth quarter is 10.6% today, which is slightly below the
earnings growth rate of 11.1% last week. Downward revisions to earnings estimates for companies in the Financials
sector were mainly responsible for the decrease in the earnings growth rate during the week. If 10.6% is the actual
growth rate for the quarter, it will mark the first time the index has not reported earnings growth above 20% since Q4
2017. However, it will also mark the fifth straight quarter of double-digit earnings growth. Ten of the eleven sectors are
reporting (or are predicted to report) year-over-year earnings growth. Six sectors are reporting (or are expected to
report) double-digit earnings growth, led by the Energy, Industrials, and Communication Services sectors.

The blended, year-over-year revenue growth rate for the fourth quarter is 5.9% today, which is slightly below the
revenue growth rate of 6.0% last week. Ten of the eleven sectors are reporting (or are projected to report) year-over-
year growth in revenues. Two sectors are predicted to report double-digit growth in revenues: Communications
Services and Real Estate.

Looking at future quarters, analysts see low, single-digit earnings growth for the first three quarters of 2019.
The forward 12-month P/E ratio is 15.1, which is below the 5-year average but above the 10-year average.

During the upcoming week, 34 S&P 500 companies (including 4 Dow 30 components) are scheduled to report results
for the fourth quarter.

Scorecard: More Companies Beating Estimates, But by Lower Margins than Average

Percentage of Companies Beating EPS Estimates (90%) is Above 5-Year Average

Overall, 4% of the companies in the S&P 500 have reported earnings to date for the fourth quarter. Of these
companies, 90% have reported actual EPS above the mean EPS estimate, 0% have reported actual EPS equal to the
mean EPS estimate, and 10% have reported actual EPS below the mean EPS estimate. The percentage of companies
reporting EPS above the mean EPS estimate is above the 1-year (77%) average and above the 5-year (71%) average.

At the sector level, the Consumer Discretionary (100%) and Industrials (100%) sectors have the highest percentages
of companies reporting earnings above estimates, while the Consumer Staples (83%) and Information Technology
(83%) sectors have the lowest percentages of companies reporting earnings above estimates.

Earnings Surprise Percentage (+4.0%) is Below 5-Year Average

In aggregate, companies are reporting earnings that are 4.0% above expectations. This surprise percentage is below
the 1-year (+6.0%) average and below the 5-year (+4.8%) average.

The Consumer Discretionary (+13.0%) sector is reporting the largest upside aggregate difference between actual
earnings and estimated earnings. Within this sector, NIKE ($0.52 vs. $0.46), AutoZone ($13.47 vs. $12.22), and
CarMax ($1.09 vs. $1.01) have reported large positive EPS surprises.

Market Punishing Earnings Beats and Earnings Misses

To date, the market is punishing positive earnings surprises and negative earnings surprises more than average.
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Companies that have reported positive earnings surprises for Q4 2018 have seen an average price decrease of -5.2%
two days before the earnings release through two days after the earnings. This percentage decrease is well below the
5-year average price increase of +1.0% during this same window for companies reporting upside earnings surprises.

Companies that have reported negative earnings surprises for Q4 2018 have seen an average price decrease of
-10.2% two days before the earnings release through two days after the earnings. This percentage decrease is much
larger than the 5-year average price decrease of -2.6% during this same window for companies reporting downside
earnings surprises.

Percentage of Companies Beating Revenue Estimates (65%) is Above 5-Year Average

In terms of revenues, 65% of companies have reported actual sales above estimated sales and 35% have reported
actual sales below estimated sales. The percentage of companies reporting sales above estimates is below the 1-year
average (72%) but above the 5-year average (60%).

At the sector level, the Industrials (100%) and Information Technology (83%) sectors have the highest percentages of
companies reporting revenues above estimates, while the Consumer Discretionary (50%) and Consumer Staples
(50%) sectors have the lowest percentages of companies reporting revenues above estimates.

Revenue Surprise Percentage (+0.2%) is Below 5-Year Average

In aggregate, companies are reporting revenues that are 0.2% above expectations. This surprise percentage is below
the 1-year (+1.4%) average and below the 5-year (+0.7%) average.

The Consumer Discretionary (+0.6%) sector is reporting the largest upside aggregate difference between actual
revenues and estimated revenues. Within this sector, NIKE ($9.37 billion vs. $9.17 billion) has reported the largest
upside difference between actual revenues and estimated revenues.

Revisions: Decrease in Blended Earnings Growth Rate this Week Due to Financials Sector

Decrease in Blended Earnings Growth This Week Due to Financials

The blended, year-over-year earnings growth rate for the fourth quarter is 10.6% today, which is below the earnings
growth rate of 11.1% last week. Downward revisions to earnings estimates for companies in the Financials sector were
mainly responsible for the decrease in the earnings growth rate during the week. In the Financials sector, several
companies witnessed downward revisions to earnings estimates over this period, including Goldman Sachs (to $4.43
from $5.48), JPMorgan Chase (to $2.21 from $2.24), Morgan Stanley (to $0.90 from $0.97), and Jefferies Financial
Group (to -$0.06 from $0.29). As a result, the blended earnings growth rate for the sector fell to 10.4% from 13.2%
during the week.

Small Decrease in Blended Revenue Growth This Week

The blended, year-over-year revenue growth rate for the fourth quarter is 5.9% today, which is slightly below the
revenue growth rate of 6.0% last week. Downward revisions to revenue estimates for companies in the Energy and
Financials sectors were mainly responsible for the decline in the revenue growth rate during the week

Utilities Sector Has Seen Largest Decrease in Earnings Growth since December 31

The blended, year-over-year earnings growth rate for Q4 2018 of 10.6% is below the estimate of 12.3% at the end of
the fourth quarter (December 31). Three sectors have recorded an increase in earnings growth since the end of the
quarter due to upward revisions to earnings estimates and positive earnings surprises, led by the Consumer
Discretionary (to 11.6% from 11.1%) sector. Seven sectors have recorded a decrease in earnings growth during this
time due to downward revisions to earnings estimates and negative earnings surprises, led by the Utilities (to -5.5%
from 0.9%) sector. The Health Care sector has recorded no change in earnings growth (10.9%) since December 31.
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Information Technology Sector Has Seen Largest Decrease in Revenue Growth since December 31

The blended, year-over-year revenue growth rate for Q4 2018 of 5.9% is below the estimate of 6.4% at the end of the
fourth quarter (December 31). Two sectors have recorded an increase in revenue growth since the end of the quarter
due to upward revisions to revenue estimates and positive revenue surprises, led by the Utilities (to -0.7% from -1.0%)
sector. Seven sectors have recorded a decrease in revenue growth during this time due to downward revisions to
revenue estimates and negative revenue surprises, led by the Information Technology (to 1.6% from 3.8%) and Energy
(to 9.3% from 11.3%) sectors. Two sectors have recorded no change in sales growth since December 31.

Earnings Growth: 10.6%

The blended (year-over-year) earnings growth rate for Q4 2018 is 10.6%. If 10.6% is the final growth rate for the
quarter, it will mark the first time the index has not reported earnings growth above 20% since Q4 2017. However, it will
also mark the fifth straight quarter of double-digit earnings growth for the index. Ten of the eleven sectors are reporting
(or are expected to report) year-over-year growth in earnings. Six sectors are reporting (or are projected to report)
double-digit earnings growth, led by the Energy, Industrials, and Communication Services sectors.

Energy: Broad-Based Growth Expected

The Energy sector is expected to report the highest (year-over-year) earnings growth of all eleven sectors at 73.0%. At
the sub-industry level, five of the six sub-industries in the sector are projected to report earnings growth for the quarter:
Oil & Gas Drilling (N/A due to $0 earnings in year-ago), Oil & Gas Exploration & Production (144%), Qil & Gas Refining
& Marketing (80%), Oil & Gas Storage & Transportation (69%), and Integrated Oil & Gas (68%). The Oil & Gas
Equipment & Services (-9%) sub-industry is the only sub-industry expected to report a year-over-year decline in
earnings in the sector.

Industrials: 8 of 12 Industries Expected to Report Double-Digit Growth

The Industrials sector is reporting the second highest (year-over-year) earnings growth of all eleven sectors at 14.4%.
At the industry level, 9 of the 12 industries in this sector are reporting (or are predicted to report) earnings growth for
the quarter. Eight of these nine industries are reporting (or are projected to report) double-digit growth in earnings, led
by the Construction & Engineering (54%), Trading Companies & Distributors (39%), and Road & Rail (31%) industries.

At the company level, General Electric is the largest detractor to earnings growth for the sector. The mean EPS
estimate for GE for Q4 2018 is $0.22, compared to actual EPS of $0.27 in the year-ago quarter. If this company were
excluded, the blended earnings growth rate for the sector would improve to 17.2% from 14.4%.

Communication Services: 2 of 4 Industries Expected to Report Double-Digit Growth

The Communication Services sector is expected to report the third highest (year-over-year) earnings growth of all
eleven sectors at 13.6%. At the industry level, three of the four industries in this sector are predicted to report earnings
growth for the quarter. Two of these three industries are projected to report double-digit growth in earnings: Diversified
Telecommunications Services (30%) and Media (25%).

Revenue Growth: 5.9%

The blended (year-over-year) revenue growth rate for Q4 2018 is 5.9%. Ten of the eleven sectors are reporting (or are
expected to report) year-over-year growth in revenues. Two sectors are projected to report double-digit growth in
revenues: Communication Services and Real Estate.

Communication Services: Alphabet Leads Growth

The Communication Services sector is expected to report the highest (year-over-year) revenue growth of all eleven
sectors at 20.3%. At the industry level, all four industries in this sector are predicted to report revenue growth. Three of
these four industries are projected to report double-digit revenue growth: Interactive Media & Services (46%), Media
(17%), and Diversified Telecommunication Services (10%).
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At the company level, Alphabet is projected to be the largest contributor to revenue growth for this sector. The mean
revenue estimate for Alphabet for Q4 4018 is $39.1 billion, compared to revenue of $25.9 billion in the year-ago
quarter. Because Alphabet is a dual-listed ticker in the index, the company’s revenue numbers are counted twice in the
growth rate calculation (once for GOOG and once for GOOGL). If this company were excluded, the estimated revenue
growth rate for this sector would fall to 12.0% from 20.3%.

Real Estate: CBRE Group Leads Growth

The Real Estate sector is expected to report the second highest (year-over-year) revenue growth of all eleven sectors
at 10.8%. At the company level, CBRE Group is projected to be the largest contributor to revenue growth for the
sector. The mean revenue estimate for CBRE Group for Q4 2018 is $5.97 billion, compared to revenue of $4.34 billion
in the year-ago quarter. If this company were excluded, the estimated revenue growth rate for the sector would fall to
5.2% from 10.8%.
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Looking Ahead: Forward Estimates and Valuation
Low, Single-Digit Growth Projected for First 3 Quarters of 2019

For the fourth quarter, companies are reporting earnings growth of 10.6% and revenue growth of 5.9%. For CY 2018,
companies are reporting earnings growth of 20.1% and revenue growth of 8.8%. However, analysts expect low, single-
digit earnings growth for the first three quarters of 2019.

For Q1 2019, analysts are projecting earnings growth of 1.8% and revenue growth of 6.2%.
For Q2 2019, analysts are projecting earnings growth of 2.9% and revenue growth of 5.3%.
For Q3 2019, analysts are projecting earnings growth of 3.6% and revenue growth of 5.1%.
For Q4 2019, analysts are projecting earnings growth of 11.8% and revenue growth of 6.5%.

For CY 2019, analysts are projecting earnings growth of 6.9% and revenue growth of 5.5%.

Valuation: Forward P/E Ratio is 15.1, Above the 10-Year Average (14.6)

The forward 12-month P/E ratio is 15.1. This P/E ratio is below the 5-year average of 16.4 but above the 10-year
average of 14.6. It is also above the forward 12-month P/E ratio of 14.4 recorded at the end of the fourth quarter
(December 31). Since the end of the fourth quarter (December 31), the price of the index has decreased by 3.6%,
while the forward 12-month EPS estimate has decreased by 0.9%.

At the sector level, the Consumer Discretionary (19.4) sector has the highest forward 12-month P/E ratio, while the
Financials (10.8) sector has the lowest forward 12-month P/E ratio.

Targets & Ratings: Analysts Project 18% Increase in Price Over Next 12 Months

The bottom-up target price for the S&P 500 is 3058.89, which is 17.8% above the closing price of 2596.64. At the
sector level, the Energy (+23.4%) sector is expected to see the largest price increase, as this sector has the largest
upside difference between the bottom-up target price and the closing price. On the other hand, the Utilities (+6.1%)
sector is expected to see the smallest price increase, as this sector has the smallest upside difference between the
bottom-up target price and the closing price.

Overall, there are 11,154 ratings on stocks in the S&P 500. Of these 11,154 ratings, 55.0% are Buy ratings, 39.8% are
Hold ratings, and 5.2% are Sell ratings. At the sector level, the Energy (67%) sector has the highest percentage of Buy
ratings, while the Consumer Staples (41%) sector has the lowest percentage of Buy ratings.

Companies Reporting Next Week: 34

During the upcoming week, 34 S&P 500 companies (including 4 Dow 30 components) are scheduled to report results
for the fourth quarter.
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Q4 2018: Scorecard

S&P 500 Earnings Above, In-Line, Below Estimates: Q4 2018
(Source: FactSet)
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Q4 2018: Scorecard

S&P 500 Sector-Level Earnings Surprise %: Q4 2018
(Source: FactSet)
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Q4 2018: Scorecard

S&P 500 EPS Surprise % vs. Price %: Q4 2018
(Source: FactSet)
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Q4 2018: Scorecard

FACTSET

S&P 500 Actual EPS Surprise %: Top 10 Q4 Actual EPS Surprises
(Source: FactSet)
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Q4 2018: Projected EPS Surprises (Sharp Estimates)

Number (#) of S&P 500 Companies with Q4 2018 Sharp Estimates
(Source: FactSet)
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Q4 2018: Growth

S&P 500 Earnings Growth: Q4 2018
(Source: FactSet)
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Q4 2018: Net Profit Margin

S&P 500 Net Profit Margins: Q418 vs. Q417
(Source: FactSet)
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CY 2018: Growth

S&P 500 Earnings Growth: CY 2018
(Source: FactSet)
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Q1 2019: EPS Guidance

Number (#) of S&P 500 Cos. with Q1 Positive & Negative Guidance
(Source: FactSet)
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Q1 2019: EPS Revisions

Upward Change in Q1 EPS (Trailing 4 Weeks): Top 10 S&P 500 Cos.
(Source: FactSet)
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Q1 2019: Growth

S&P 500 Earnings Growth: Q1 2019
(Source: FactSet)
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CY 2019: Growth

S&P 500 Earnings Growth: CY 2019
(Source: FactSet)
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CY 2020: Growth

S&P 500 Earnings Growth: CY 2020
(Source: FactSet)
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Geographic Revenue Exposure
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Bottom-up EPS Estimates: Current & Historical
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Forward 12M P/E Ratio: Sector Level

S&P 500 Sector-Level Forward 12-Month P/E Ratios
(Source: FactSet)
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Targets & Ratings

S&P 500: Percentage of Buy, Hold, and Sell Ratings
(Source: FactSet)
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S&P 500 Sector-Level Bottom-Up Target Price vs. Closing Price
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Important Notice

The information contained in this report is provided “as is” and all representations, warranties, terms and conditions, oral or written,
express or implied (by common law, statute or otherwise), in relation to the information are hereby excluded and disclaimed to the
fullest extent permitted by law. In particular, FactSet, its affiliates and its suppliers disclaim implied warranties of merchantability and
fitness for a particular purpose and make no warranty of accuracy, completeness or reliability of the information. This report is for
informational purposes and does not constitute a solicitation or an offer to buy or sell any securities mentioned within it. The
information in this report is not investment advice. FactSet, its affiliates and its suppliers assume no liability for any consequence
relating directly or indirectly to any action or inaction taken based on the information contained in this report.

FactSet aggregates and redistributes estimates data and does not conduct any independent research. Nothing in our service
constitutes investment advice or FactSet recommendations of any kind. Estimates data is provided for information purposes only.

FactSet has no relationship with creators of estimates that may reasonably be expected to impair its objective presentation of such
estimate or recommendation. FactSet redistributes estimates as promptly as reasonably practicable from research providers.
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