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Key Metrics

Earnings Scorecard: For Q4 2020 (with 37% of the companies in the S&P 500 reporting actual results), 82% of S&P 500
companies have reported a positive EPS surprise and 76% have reported a positive revenue surprise. If 82% is the final
percentage, it will mark the second-highest percentage of S&P 500 companies reporting a positive EPS surprise since FactSet
began tracking this metric in 2008.

Earnings Growth: For Q4 2020, the blended earnings decline for the S&P 500 is -2.3%. If -2.3% is the actual decline for the
quarter, it will mark the fourth straight quarter in which the index has reported a year-over-year decline in earnings.

Earnings Revisions: On December 31, the estimated earnings decline for Q4 2020 was -9.3%. Eight sectors have smaller
earnings declines or higher earnings growth rates today (compared to December 31) due to positive EPS surprises.

Earnings Guidance: For Q1 2021, 11 S&P 500 companies have issued negative EPS guidance and 20 S&P 500 companies
have issued positive EPS guidance.

Valuation: The forward 12-month P/E ratio for the S&P 500 is 21.8. This P/E ratio is above the 5-year average (17.6) and above
the 10-year average (15.8).

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:
Analysts Are Continuing to Raise Quarterly EPS Estimates for S&P 500 Companies in Q1

During the month of January, analysts increased earnings estimates for companies in the S&P 500 for the first quarter.
The Q1 bottom-up EPS estimate (which is an aggregation of the median EPS estimates for Q1 for all the companies in
the index) increased by 3.4% (to $38.87 from $37.60) during this period. How significant is a 3.4% increase in the bottom-
up EPS estimate during the first month of a quarter? How does this increase compare to recent quarters?

In a typical quarter, analysts usually reduce earnings estimates during the first month of the quarter. During the past five
years (20 quarters), the average decline in the bottom-up EPS estimate during the first month of a quarter has been
2.2%. During the past ten years, (40 quarters), the average decline in the bottom-up EPS estimate during the first month
of a quarter has been 2.4%. During the past fifteen years, (60 quarters), the average decline in the bottom-up EPS
estimate during the first month of a quarter has been 2.2%.

In fact, the first quarter marked the second-highest increase in the bottom-up EPS estimate during the first month of a
quarter since Q2 2010, trailing only Q1 2018 (+4.9%). It also marked the third straight quarter (but just the fourth quarter
since Q2 2011) in which the bottom-up EPS estimate increased over the first month of a quarter. However, it should be
noted that analysts made substantial cuts to EPS estimates for Q1 2021 during the first half of 2020 (December 31 to
June 30). During this time, the Q1 bottom-up EPS estimate declined by 16.5% (to 37.40 from $44.78)

At the sector level, seven sectors have recorded an increase in their bottom-up EPS estimate for Q1 during the first
month of the quarter, led by the Energy (+58%), Financials (+10%), and Information Technology (+6%) sectors. Four
sectors have recorded a decline in their bottom-up estimate for Q1 during the first month of the quarter, led by the
Industrials (-13%) sector.

As the bottom-up EPS estimate for the index increased during the first month of the quarter, the value of the S&P 500
also increased during this same period. From December 31 through January 28, the value of the index increased by
0.8% (to 3787.38 from 3756.07). If the price of the index does not close below 3756.07 today, the first quarter will mark
the third time in the past 20 quarters (5 years) in which both the bottom-up EPS estimate for the index and the value of
the index increased during the first month of a quarter.

Change in S&P 500 Quarterly EPS: 1st Month of Qtr.
(Source: FactSet)
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Q4 Earnings Season: By The Numbers

Overview

At this point in time, more S&P 500 companies are beating EPS estimates for the fourth quarter than average, and
beating EPS estimates by a wider margin than average. As a result, the index is reporting higher earnings for the fourth
quarter today relative to the end of last week and relative to the end of the quarter. Despite the increase in earnings, the
index is still reporting a year-over-year decline in earnings, mainly due to the negative impact of COVID-19 on a number
of industries within the index. But, if earnings continue to surpass estimates at current levels, it is possible the index will
report year-over-year earnings growth for the quarter for the first time since Q4 2019.

Overall, 37% of the companies in the S&P 500 have reported actual results for Q4 2020 to date. Of these companies,
82% have reported actual EPS above estimates, which is above the 5-year average of 74%. If 82% is the final percentage
for the quarter, it will mark the second-highest percentage of S&P 500 companies reporting a positive EPS surprise since
FactSet began tracking this metric in 2008. In aggregate, companies are reporting earnings that are 13.6% above the
estimates, which is also above the 5-year average of 6.3%. If 13.6% is the final percentage for the quarter, it will mark
the fourth-largest earnings surprise percentage reported by the index since FactSet began tracking this metric in 2008.

Due to the number and magnitude of these positive EPS surprises, the blended (combines actual results for companies
that have reported and estimated results for companies that have yet to report) earnings decline for the fourth quarter is
smaller now relative to the end of last week and relative to the end of the quarter. As of today, the S&P 500 is reporting
a year-over-year decline in earnings of -2.3%, compared to a year-over-year decline in earnings of -4.8% last week and
a year-over-year decline in earnings of -9.3% at the end of the fourth quarter. Positive earnings surprises reported by
companies in the Information Technology sector, partially offset by a negative earnings surprise reported by a company
in the Industrials sector, were mainly responsible for the decrease in the overall earnings decline during the past week.
Positive earnings surprises reported by companies in the Financials and Information Technology sectors, partially offset
by a negative earnings surprise reported by a company in the Industrials sector, have been mainly responsible for the
decrease in the overall earnings decline since the end of the fourth quarter.

If -2.3% is the actual decline for the quarter, it will mark the fourth straight quarter and the seventh time in the past eight
quarters in which the index has reported a year-over-year decline in earnings. Five sectors are reporting year-over-year
earnings growth, led by the Materials, Information Technology, and Financials sectors. Six sectors are reporting a year-
over-year decline in earnings, led by the Energy, Industrials, and Consumer Discretionary sectors.

In terms of revenues, 76% of S&P 500 companies have reported actual revenues above estimates, which is above the
5-year average of 62%. If 76% is the final percentage for the quarter, it will mark the fourth-highest percentage of S&P
500 companies reporting a positive revenue surprise since FactSet began tracking this metric in 2008. In aggregate,
companies are reporting revenues that are 3.2% above the estimates, which is also above the 5-year average of 0.9%.
If 3.2% is the final percentage for the quarter, it will mark the largest revenue surprise percentage reported by the index
since FactSet began tracking this metric in 2008.

Due to the number and magnitude of these revenue surprises, the blended revenue growth rate for the fourth quarter is
higher now relative to the end of last week and relative to the end of the fourth quarter. As of today, the S&P 500 is
reporting year-over-year growth in revenues of 1.7%, compared to year-over-year growth in revenues of 0.8% last week
and year-over-year growth in earnings of 0.1% at the end of the fourth quarter. Positive revenue surprises reported by
companies in the Information Technology sector were the largest contributor to the increase in the overall revenue growth
rate during the past week. Positive revenue surprises reported by companies in the Information Technology and
Financials sectors have been the largest contributors to the increase in the overall revenue growth rate since the end of
the fourth quarter.

If 1.7% is the actual growth rate for the quarter, it will mark the first time the index has reported year-over-year revenue
growth since Q1 2020. Seven sectors are reporting year-over-year growth in revenues, led by the Information
Technology, Health Care, and Consumer Discretionary sectors. Five sectors are reporting a year-over-year decline in
revenues, led by the Energy and Industrials sectors.
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Looking at future quarters, analysts project earnings growth to return starting in Q1 2021 (19.6%).
The forward 12-month P/E ratio is 21.8, which is above the 5-year average and above the 10-year average.

During the upcoming week, 110 S&P 500 companies (including two Dow 30 components) are scheduled to report results
for the fourth quarter.

Scorecard: Companies Reporting Near Record-High Performances vs. Estimates

Percentage of Companies Beating EPS Estimates is Near Record-High Level

Overall, 37% of the companies in the S&P 500 have reported earnings to date for the fourth quarter. Of these companies,
82% have reported actual EPS above the mean EPS estimate, 4% have reported actual EPS equal to the mean EPS
estimate, and 14% 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 (75%) average and above the 5-year (74%) average.

If 82% is the final percentage for the quarter, it will mark the second-highest percentage of S&P 500 companies reporting
a positive EPS surprise since FactSet began tracking this metric in 2008. The current record is 84%, which occurred in
both Q3 2020 and Q2 2020.

At the sector level, the Information Technology (93%), Health Care (92%), and Financials (90%) sectors have the highest
percentages of companies reporting earnings above estimates, while the Utilities (50%) and Energy (63%) sectors has
the lowest percentage of companies reporting earnings above estimates.

Earnings Surprise Percentage (+13.6%) is Well Above 5-Year Average

In aggregate, companies are reporting earnings that are 13.6% above expectations. This surprise percentage is above
the 1-year (+11.9%) average and above the 5-year (+6.3%) average.

If 13.6% is the final percentage for the quarter, it will mark the fourth-largest earnings surprise percentage reported by
the index since FactSet began tracking this metric in 2008. The current record is 23.1%, which occurred in Q2 2020.

The Financials sector (+28.9%) sector is reporting the largest positive (aggregate) difference between actual earnings
and estimated earnings. Within this sector, SVB Financial Group ($7.40 vs. $3.80), Capital One Financial ($5.29 vs.
$2.83), Goldman Sachs ($12.08 vs. $7.45), Zions Bancorporation ($1.66 vs. $1.02), Citigroup ($2.08 vs. $1.34), and
Travelers Companies ($4.91 vs. $3.18) have reported the largest positive EPS surprises.

The Information Technology sector (+19.1%) sector is reporting the second-largest positive (aggregate) difference
between actual earnings and estimated earnings. Within this sector, Skyworks Solutions ($3.36 vs. $2.09), Intel ($1.52
vs. $1.11), Texas Instruments ($1.80 vs. $1.34), Western Digital ($0.69 vs. $0.54), Microsoft ($2.03 vs. $1.64), and Apple
($1.68 vs. $1.42) have reported the largest positive EPS surprises.

The Materials sector (+15.9%) sector is reporting the third-largest positive (aggregate) difference between actual
earnings and estimated earnings. Within this sector, LyondellBasell Industries ($2.19 vs. $1.36), Celanese Corporation
($2.09 vs. $1.72), and Dow ($0.81 vs. $0.67) have reported the largest positive EPS surprises.

The Energy sector (-193.7%) sector is reporting the largest negative (aggregate) difference between actual earnings and
estimated earnings. Within this sector, Baker Hughes (-$0.07 vs. $0.17) and Chevron (-$0.01 vs. $0.09) have reported
the largest negative EPS surprises.

The Industrials sector (-113.2%) sector is reporting the second-largest negative (aggregate) difference between actual
earnings and estimated earnings. Within this sector, Boeing (-$15.25 vs. -$1.78) has reported the largest positive EPS
surprises.

Market Punishing Positive Earnings Surprises

To date, the market is not rewarding positive earnings surprises and punishing negative earnings surprises less than
average.

FactSet Research Systems Inc.
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Companies that have reported positive earnings surprises for Q4 2020 have seen an average price decrease of -1.5%
two days before the earnings release through two days after the earnings release. This percentage decrease is well
below the 5-year average price increase of +0.9% during this same window for companies reporting positive earnings
surprises.

Companies that have reported negative earnings surprises for Q4 2020 have seen an average price decrease of -2.1%
two days before the earnings release through two days after the earnings. This percentage decrease is smaller than the
5-year average price decrease of -2.5% during this same window for companies reporting negative earnings surprises.

Percentage of Companies Beating Revenue Estimates (76%) is Near Record-High Level

In terms of revenues, 76% of companies have reported actual revenues above estimated revenues and 24% have
reported actual revenues below estimated revenues. The percentage of companies reporting revenues above estimates
is above the 1-year average (66%) and above the 5-year average (62%).

If 76% is the final percentage for the quarter, it will mark the fourth-highest percentage of S&P 500 companies reporting
a positive revenue surprise since FactSet began tracking this metric in 2008. The current record is 79%, which occurred
in Q3 2020.

At the sector level, the Communication Services (100%), Information Technology (97%), and Consumer Staples (93%)
sectors have the highest percentages of companies reporting revenues above estimates, while the Utilities (0%), Real
Estate (33%), and Consumer Discretionary (56%) sectors have the lowest percentages of companies reporting revenues
above estimates.

Revenue Surprise Percentage (+3.2%) is at Record-High Level

In aggregate, companies are reporting revenues that are 3.2% above expectations. This surprise percentage is above
the 1-year (+1.4%) average and above the 5-year (+0.9%) average.

If 3.2% is the final percentage for the quarter, it will mark the largest revenue surprise percentage reported by the index
since FactSet began tracking this metric in 2008. The current record is 2.6%, which occurred in Q3 2020.

At the sector level, the Information Technology (+6.3%) and Materials (+4.8%) sectors are reporting the largest positive
(aggregate) differences between actual revenues and estimated revenues, while the Utilities (-15.7%) sector is the only
sector reporting a negative (aggregate) difference between actual revenue and estimated revenues.

Revisions: Decrease in Blended Earnings Decline this Week Due to Technology

Decrease in Blended Earnings Decline This Week Due to Technology Sector

The blended (year-over-year) earnings decline for the fourth quarter is -2.3%, which is smaller than the earnings decline
of -4.8% last week. Positive earnings surprises reported by companies in the Information Technology sector, partially
offset by a negative earnings surprise reported by a company in the Industrials sector, were mainly responsible for the
decrease in the overall earnings decline for the index during the week.

In the Information Technology sector, the positive EPS surprises reported by Apple ($1.68 vs. $1.42) and Microsoft
($2.03 vs. $1.64) were the largest contributors to the decrease in the earnings decline for the index during the week. As
a result, the blended earnings growth rate for the Information Technology sector increased to 15.3% from 4.5% over this
period.

In the Industrials sector, the negative EPS surprise reported by Boeing (-$15.25 vs. -$1.78) was the largest detractor to
the decrease in the earnings decline for the index during the week. As a result, the blended earnings decline for the
Industrials sector increased to -57.0% from -36.2% over this period.

Increase in Blended Revenue Growth This Week Due to Technology Sector

The blended (year-over-year) revenue growth rate for the fourth quarter is 1.7%, which is larger than the revenue growth
rate of 0.8% last week. Positive revenue surprises reported by companies in the Information Technology sector were the
largest contributor to the increase in the overall revenue growth rate during the past week.
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Financials and Tech Sectors Have Seen Largest Increases in Earnings since December 31

The blended (year-over-year) earnings decline for Q4 2020 of -2.3% is smaller than the estimate of -9.3% at the end of
the fourth quarter (December 31). Eight sectors have recorded a decrease in their earnings decline or 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 Financials sector (to 14.7% from -9.4%) and Information Technology (15.3% from 1.5%) sectors.
Three sectors have recorded an increase in their earnings decline or a decrease in their earnings growth rate due to
downward revisions to earnings estimates and negative earnings surprises, led by the Industrials sector (to -57.0% from
-34.9%).

Tech Sector Has Seen Largest Increase in Revenues since December 31

The blended (year-over-year) revenue growth rate for Q4 2020 of 1.7% is larger than the estimate of 0.1% at the end of
the fourth quarter (December 31). Ten sectors have recorded a decrease in their revenue decline or 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 Information Technology (to 10.5% from 5.9%) sector. The Utilities (to 4.5% from 6.5%) sector is the only sector
that has recorded a decrease in revenue growth during this time due to downward revisions to revenue estimates and
negative revenue surprises.

Earnings Decline: -2.3%

The blended (year-over-year) earnings decline for Q4 2020 is -2.3%, which is below the 5-year average earnings growth
rate of 3.8%. If -2.3% is the actual decline for the quarter, it will mark fourth straight quarter and the seventh time in the
past eight quarters in which the index has reported a year-over-year decline in earnings. Five sectors are reporting year-
over-year earnings growth, led by the Materials, Information Technology, and Financials sectors. Six sectors are
reporting a year-over-year decline in earnings, led by the Energy, Industrials, and Consumer Discretionary sectors.

Materials: Metals & Mining Industry Is Largest Contributor to Year-Over-Year Growth

The Materials sector is reporting the highest (year-over-year) earnings growth of all eleven sectors at 15.6%. At the
industry level, three of the four industries in this sector are reporting year-over-year growth in earnings: Metals & Mining
(187%), Chemicals (3%), and Construction Materials (<1%). On the other hand, the Containers & Packaging (-4%)
industry is the only industry reporting a year-over-year decline in earnings.

The Metals & Mining industry is also the largest contributor to year-over-year growth in earnings for the sector. If the
three companies in this industry were excluded, year-over-year earnings for this sector would fall to 1.6% from 15.6%.

Information Technology: Apple and Microsoft Are Largest Contributors to Year-Over-Year Growth

The Information Technology sector is reporting the second-highest (year-over-year) earnings growth of all eleven sectors
at 15.3%. At the industry level, four of the six industries in this sector are reporting double-digit earnings growth:
Semiconductors & Semiconductor Equipment (27%), Software (26%), Technology Hardware, Storage, & Peripherals
(23%), and Electronic Equipment, Instruments, & Components (14%). The other two industries in the sector are reporting
year-over-year declines in earnings: IT Services (-16%) and Communications Equipment (-3%).

At the company level, Apple and Microsoft are the largest contributors to earnings growth for the sector. If these two
companies were excluded, the earnings growth rate for the sector would fall to 5.4% from 15.3%

Financials: JPMorgan Chase and Goldman Sachs Are Largest Contributors to Year-Over-Year Growth

The Financials sector is reporting the third-highest (year-over-year) earnings growth of all eleven sectors at 14.7%. At
the industry level, all five industries in this sector are reporting year-over-year growth in earnings. Three of these five
industries are reporting double-digit earnings growth: Capital Markets (35%), Consumer Finance (25%), and Diversified
Financial Services (25%).

At the company level, JPMorgan Chase and Goldman Sachs are the largest contributors to earnings growth for the
sector. If these two companies were excluded, the earnings growth rate for the sector would fall to 5.8% from 14.7%
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Energy: 3 of 5 Sub-Industries Reporting Year-Over-Year Decline of 95% or More

The Energy sector is reporting the largest (year-over-year) decline in earnings of all eleven sectors at -105.2%. Lower
year-over-year oil prices are contributing to the earnings decline for this sector, as the average price of oil in Q4 2020
($41.94) was 26% below the average price for oil in Q4 2019 ($56.87). At the sub-industry level, four of the five sub-
industries in the sector are reporting a decline in earnings. Three of these four sub-industries are reporting a decline in
earnings of 95% or more: Oil & Gas Refining & Marketing (-174%), Integrated Oil & Gas (-114%), and Oil & Gas
Exploration & Production (-95%). The only sub-industry in the sector that is reporting year-over-year growth in earnings
is the Oil & Gas Storage & Transportation (9%) sub-industry.

Industrials: Boeing and Airlines Industry Are Largest Contributors To Year-Over-Year Decline

The Industrials sector is reporting the second-largest (year-over-year) earnings decline of all eleven sectors at -57.0%.
At the industry level, seven of the twelve industries in this sector are reporting a decline in earnings. Three of these seven
industries are reporting a double-digit decline in earnings: Airlines (-345%), Aerospace & Defense (-148%), and Industrial
Conglomerates (-18%). On the other hand, five industries are reporting earnings growth in this sector, led by the Air
Freight & Logistics (32%) industry.

Boeing and the five companies in the Airlines industry are also the largest contributors to the year-over-year decline in
earnings for the sector. If these six companies were excluded, year-over-year earnings for the sector would improve to
1.4% from -57.0%.

Consumer Discretionary: Hotels, Restaurants, & Leisure Industry Leads Year-Over-Year Decline

The Consumer Discretionary sector is reporting the third-largest (year-over-year) earnings decline of all eleven sectors
at-19.0%. At the industry level, five of the ten industries in this sector are reporting a decline in earnings. Three of these
five industries are reporting a double-digit decline in earnings: Hotels, Restaurants, & Leisure (-138%), Internet & Direct
Marketing Retail (-24%), and Textiles, Apparel, & Luxury Goods (-20%). On the other hand, five industries in this sector
are reporting earnings growth, led by the Automobiles (214%), Household Durables (34%), and Multiline Retail (32%)
industries.

The Hotels, Restaurants, & Leisure industry is also the largest contributor to the year-over-year decline in earnings for
the sector. If this industry were excluded, year-over-year earnings for the sector would improve to 10.6% from -19.0%.

Revenue Growth: 1.7%

The blended (year-over-year) revenue growth rate for Q4 2020 is 1.7%, which is below the 5-year average revenue
growth rate of 3.5%. If 1.7% is the actual growth rate for the quarter, it will mark the first time the index has reported year-
over-year revenue growth since Q1 2020. Seven sectors are reporting year-over-year growth in revenues, led by
Information Technology, Health Care, and Consumer Discretionary sectors. Four sectors are reporting a year-over-year
decline in revenues, led by the Energy and Industrials sectors.

Information Technology: 4 of 6 Industries Reporting Year-Over-Year Growth

The Information Technology sector is reporting the highest (year-over-year) revenue growth of all eleven sectors at
10.8%. At the industry level, four of the six industries in this sector are reporting revenue growth. Three of these four
industries are reporting double-digit revenue growth: Semiconductors & Semiconductor Equipment (19%), Technology
Hardware, Storage, & Peripherals (15%), and Software (14%). The other two industries in the sector are reporting year-
over-year declines in revenue: IT Services (-1%) and Communications Equipment (<-1%).

Health Care: 5 of 6 Industries Reporting Year-Over-Year Growth

The Health Care sector is reporting the second-highest (year-over-year) revenue growth of all eleven sectors at 10.6%.
At the industry level, five of the six industries in this sector are reporting year-over-year growth in revenues. Four these
five industries are reporting double-digit growth in revenues: Life Sciences Tools & Services (24%), Biotechnology (22%),
Health Care Equipment & Supplies (13%), and Pharmaceuticals (11%). On the other hand, the only industry that is
reporting a decline in revenue is the Health Care Technology (-3%) industry.
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It should be noted that the revenue growth rates of some of the companies that are the largest contributors to revenue
growth for this sector (including Centene and AbbVie) are being boosted by apples-to-oranges comparisons of post-
merger revenues in Q4 2020 to pre-merger revenues in Q4 2019.

Consumer Discretionary: 7 of 10 Industries Reporting Year-Over-Year Growth

The Consumer Discretionary sector is reporting the third-largest (year-over-year) revenue growth of all eleven sectors at
8.2%. At the industry level, seven of the ten industries in this sector are reporting growth in revenues. Six these seven
industries are reporting double-digit growth in revenues: Internet & Direct Marketing Retail (30%), Auto Components
(21%), Leisure Products (18%), Multiline Retail (15%), Specialty Retail (10%), and Household Durables (10%). On the
other hand, three industries are reporting a year-over-year decline in revenues, led by the Hotels, Restaurants, & Leisure
(-42%) industry.

Energy: 4 of 5 Sub-Industries Reporting Year-Over-Year Decline of More Than 25%

The Energy sector is reporting the largest (year-over-year) decline in revenue of all eleven sectors at -33.0%. Lower
year-over-year oil prices are contributing to the revenue decline for this sector, as the average price of oil in Q4 2020
($41.94) was 26% below the average price for oil in Q4 2019 ($56.87). At the sub-industry level, all five sub-industries
in the sector are reporting a year-over-year decline in revenue. Four sub-industries are reporting a decline in revenue of
more than 25%: Oil & Gas Refining & Marketing (-41%), Integrated QOil & Gas (-31%), Oil & Gas Exploration & Production
(-29%), and Oil & Gas Equipment & Services (-26%).

Industrials: Airlines Industry Largest Contributor to Year-Over-Year Decline

The Industrials sector is reporting the second-largest (year-over-year) revenue decline of all eleven sectors at -9.4%. At
the industry level, nine of the twelve industries in this sector are reporting a decline in revenues, led by the Airlines
(-66%) industry. On the other hand, the Air Freight & Logistics (16%) industry is reporting the largest year-over-year
revenue growth in the sector.

The Airlines industry is also the largest contributor to the year-over-year decline in revenue for the sector. If the five
companies in this industry were excluded, the revenue decline for the sector would improve to -1.8% from -9.4%.

Net Profit Margin: 10.5%

The blended (combines actual results for companies that have reported and estimated results for companies that have
yet to report) net profit margin for the S&P 500 for Q4 2020 is 10.5%, which is equal to the 5-year average of 10.5% but
below the year-ago net profit margin of 10.9%. If 10.5% is the actual net profit margin for the quarter, it will mark the first
time the index has reported a net profit margin above 10% for two consecutive quarters since Q3 2019 and Q4 2019.

At the sector level, six sectors are reporting net profit margins that are below their 5-year averages, led by the Industrials
(4.1% vs. 8.4%) sector. Seven sectors are reporting a year-over-year decline in their net profit margins in Q4 2020
compared to Q4 2019, led by the Industrials (4.1% vs. 8.6%) sector. It should be noted that the Energy sector is reporting
a loss for the quarter, so a net profit margin can’t be calculated for this sector (due to negative earnings). For this analysis,
the Energy sector is counted as reporting a net profit margin below its 5-year average net profit margin and below its
year-ago net profit margin due to the loss.
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Looking Ahead: Forward Estimates and Valuation
Guidance: More S&P 500 Companies Issuing Positive EPS Guidance for Q1 Than Average

At this point in time, 31 companies in the index have issued EPS guidance for Q1 2021. Of these 31 companies, 11 have
issued negative EPS guidance and 20 have issued positive EPS guidance. The percentage of companies issuing positive
EPS guidance is 65% (20 out of 31), which is well above the 5-year average of 33%.

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.

Earnings: S&P 500 Reporting Earnings Decline of -12% for CY 2020

For the fourth quarter, S&P 500 companies are reporting a decline in earnings of -2.3% and growth in revenues of 1.7%.
For all of 2020, S&P 500 companies are reporting a decline in earnings of -12.1% and a decline in revenue of -1.3%.

For Q1 2021, analysts are projecting earnings growth of 19.6% and revenue growth of 4.8%.
For Q2 2021, analysts are projecting earnings growth of 48.7% and revenue growth of 15.1%.
For Q3 2021, analysts are projecting earnings growth of 16.0% and revenue growth of 9.0%.
For Q4 2021, analysts are projecting earnings growth of 17.2% and revenue growth of 7.0%.

For CY 2021, analysts are projecting earnings growth of 23.6% and revenue growth of 8.7%.
Valuation: Forward P/E Ratio is 21.8, Above the 10-Year Average (15.8)

The forward 12-month P/E ratio is 21.8. This P/E ratio is above the 5-year average of 17.6 and above the 10-year average
of 15.8. However, it is below the forward 12-month P/E ratio of 22.4 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 increased by 0.8%, while the forward
12-month EPS estimate has increased by 4.0%.

At the sector level, the Consumer Discretionary (36.4) sector has the highest forward 12-month P/E ratio, while the
Financials (13.6) sector has the lowest forward 12-month P/E ratio.

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

The bottom-up target price for the S&P 500 is 4251.13, which is 12.2% above the closing price of 3787.38. At the sector
level, the Energy (+16.9%) 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 Consumer Discretionary
(+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 10,436 ratings on stocks in the S&P 500. Of these 10,436 ratings, 54.6% are Buy ratings, 38.5% are
Hold ratings, and 7.0% are Sell ratings. At the sector level, the Energy (65%) and Health Care (61%) sectors have the
highest percentages of Buy ratings, while the Consumer Staples (45%) sector has the lowest percentage of Buy ratings.

Companies Reporting Next Week: 110

During the upcoming week, 110 S&P 500 companies (including two Dow 30 components) are scheduled to report results
for the fourth quarter.
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Q4 2020: Scorecard

S&P 500 Earnings Above, In-Line, Below Estimates: Q4 2020

(Source: FactSet)
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Q4 2020: Scorecard

S&P 500 Sector-Level Earnings Surprise %: Q4 2020
(Source: FactSet)
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Q4 2020: Scorecard

S&P 500 Actual EPS Surprise %: Top 10 Q4 Actual EPS Surprises
(Source: FactSet)
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Q4 2020: Growth

S&P 500 Earnings Growth: Q4 2020
(Source: FactSet)
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Q4 2020: Net Profit Margin

S&P 500 Net Profit Margins: Q420 vs. Q419
(Source: FactSet)
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CY 2020: Growth

S&P 500 Earnings Growth: CY 2020
(Source: FactSet)
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Q1 2021: EPS Guidance

Number (#) of S&P 500 Cos. with Q1 Positive & Negative Guidance

(Source: FactSet)
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Q1 2021: EPS Revisions

Upward Change in Q1 EPS (Trailing 4 Weeks): Top 10 S&P 500 Cos.
(Source: FactSet)
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Q1 2021: Growth

S&P 500 Earnings Growth: Q1 2021
(Source: FactSet)
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CY 2021: Growth

S&P 500 Earnings Growth: CY 2021
(Source: FactSet)
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CY 2022: Growth

S&P 500 Earnings Growth: CY 2022
(Source: FactSet)
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Geographic Revenue Exposure

S&P 500: Aggregate Geographic Revenue Exposure (%)
(Source: FactSet)
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Bottom-up EPS Estimates: Current & Historical

S&P 500 Calendar Year Bottom-Up EPS Actuals & Estimates
(Source: FactSet)

(Source: FactSet)

S&P 500 Quarterly Bottom-Up EPS Actuals & Estimates
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Forward 12M P/E Ratio: Sector Level

FACTSET

S&P 500 Sector-Level Forward 12-Month P/E Ratios
(Source: FactSet)
40.0
350
30.0
250
20.0
150
10.0
5.0
0.0 Consumer Info
Disc. Techno.logy Energy Industrials Services S&P 500 |Real Estate| Materials Staples Utilities Care Financials
= Fwd P/E 36.4 26.8 26.0 239 227 21.8 20.8 20.5 20.0 18.6 16.5 13.6
= 5-YT AVO. 227 19.3 139 17.9 15.7 17.6 17.4 19.4 17.8 15.6 13.0
= 10-¥T Avg. 19.4 16.3 14.5 16.1 15.4 15.8 15.4 18.0 16.3 14.9 124
Sector-Level Change in Fwd. 12-Month EPS vs. Price: Since Dec. 31
(Source: FactSet)
=
=
o
=
=
=
—ES 0% -28{0% -210% -14{ 0% T.0% 14.0% 21.0% 280% 35.(0%
=
2 8%
5
(=]

= Consumer Discretionary = Consumer Staples
Industrials
= Communication Services = Utilities

Health Care
= Real Estate

Copyright © 2021 FactSet Research Systems Inc. All rights reserved

Change in Price (Horizontal Axis)

= Energy

= Financials

= Information Technology = Materials
= 3&P 500

FactSet Research Systems Inc. | www.factset.com

27



P

140.00 g
130.00
120.00 S
110.00
90.00
£0.00
70.00
£0.00
50.00

40,00
30,00

260.00
250.00
24000
230.00
- 22000
- 210,00
20000
190.00
- 180.00
170.00
160.00
15000
100.00
20.00
10,00
0.00

FACTSET

10 Yrs.

FactSet)

(Source

: 10-Years

10

S&P 500 Change in Forward 12-Month EPS vs. Change in Price

3160.00
3002.00
945 00

79000

G32.00

474.00

316.00

188.00

0.00

2844.00

4108.00
3950.00
3792.00
3634.00
3476.00
3318.00
2686.00
2528.00
p 2370.00
r 2212.00
2054.00
© 1896.00
€ 1733.00
1580.00
1422.00
1264.00
1106.00

Forward 12M P/E Rat

Earnings Insight

DZ0Z0LEL
nzogiaoni
nzogileiin
Z0ZiiZ 50
Z0giz ko
nzogielia
GLOZ/A0/HE
GLOZENMG0
Glogizmo
GLOZEZ KO
GLOZiFLED
BLOZOE L
BLoZizoni
BLOZAZIL0
Blogizz o
BloZalED
Loz
LW0EAIM L
LI0ZRE R0
Lingizzmo
Liogi@biro
Lngioea
SL0E0E |
Sl0Z/ez 60
SL0EEE I
alozielso
alozivlEd
alogianno
SLOZEZOL
GL0Z/GE RO
Glogikeo
FL0ZEHF0
slogianea
FLOZAOE L
FLOEIGE G0
FHOZZEIL
FLOZIELED
FLOZILLED
rlogizong
ELOZGZNL
ELOZIZ RO
ELOZiLL B0
ELOZLLIFD
ELOZFORD
ZhgiEn
ZI0giELED
zhogialiio
Thogimos0
ZHZE0ED
IR
VOZI0EM L
LLOZAaLm0
HHOZA0LA0
OIS0 /40
FHOZIEEII0

10 Years

Forward 12-Month EPS
FactSet)

(Source

Price

&

S&P 500 Forward 12-Month P/E Ratio

DZ0ZH0E L
nzogimomk
nzozizhio
nzogialmo
020Zi0Ziv0
020ZZR0
GLOZEZE |
GLOZGZNL
GLOZ/EZ RO
GLOZEDILD
GLOZL0ED
GLOZLLED
GLOZI0LILO
BlLOZAE0N
BLOZ/F G0
BLOZAELILD
BLOZZE S0
BLOZAED
BLOZSE /M0
Liogimzik
Logizon
LI0ER0R0
Liogiamo
LWELrD
LIZELRD
L0LRLEL
alozielok
alogizz s
9l0gikE B0
alogimz ko
alogizokn
L0200
SLOZH0IHE
GL0Z/E0ME0
SLogkliio
GLOEGLED
GLOZELED
SLOEAE
FLOZI0ZIME
FLOZEE G0
FLOZ0E/LD
Flogienso
FLOZROKD
Flogiangn
ELOZEOE L
ELOZILIDL
EL0Z/EL RO
El0giGLme0
EL0ZEZ RO
EL0ZGERD
TWEGER L
ThgigEnt
ZhogiBz R0
Zhogienio
zhoginsa
ZIgm0ED
zhogikio
FROZALHLL
HOZAALE0
HOZNEIL0
HOZIRE S0
LOZMEEED

18.0
18.0
17.0
6.0
15.0
14.0
12.0
120
11.0
10,0
9.0
8.0

24.0
23.0
220
210
20,0

LLOZIezI0

FactSet Research Systems Inc.

= == |0-Year Avg. Forward 12-Month PIE

e B-Year Avg. Forward 12-Month PIE

Forward 12-Month P/E




FACTSET

Earnings Insight

10-Years

10

Trailing 12M P/E Rat

10

S&P 500 Change in Trailing 12-Month EPS vs. Change in Price

Years

(Source

FactSet)

250.00
240.00
230.00
220.00
210.00
200.00
- 190.00
r 180.00

170.00
r 16000
- 180.00
- 140.00

w

13000

a

120.00
110.00
100.00
90.00
80.00
T0.00

60,00
50.00
40.00
30.00
20.00
10,00
0.00

=y

‘..—I'

4600.00
4416.00
4232.00
40428.00
3864.00
3680.00

3496.00

3312.00
3128.00

294400

2760.00
P 257500

T 2392 oo

2024 00
71240.00
1856.00
1472.00
1288.00

2208.00

0.00

1104.00
920.00
¥36.00
55200
368.00
184.00

DC0ZNZRL
nzozivlok
zogima
nzogizoma
A0
nzogiaia
GLOZA0IM
GLOZE00
GLOZ/AZ B0
Glozielivd
GLOZLLED
BLOZA0E/M )
BLOZ/SE G0
BLOZAELILD
BLOZLL G0
alogiaokn
LWEEER L
Liogisink
LI0giLL RO
Liogianmo
LI0giEzED
Lhnginz/na
L0z
al0gia0 k0
al0giaz a0
9L0giTE ko
9L0Z/91 20
GloZioe L
GL0Z/0E K0
Glogmziio
slogimlso
SL0ZLLED
FHOZAER L
FLOZEZDL
rloZiel B0
FLOZILLBO
Flogienko
rlogizino
ELOZGHE
ELOZ/LLED
EL0ZiS0IL0
ELOZAE R0
ELOZI0ZRD
CHELEL
zhogiconi
THEEZI0
zhogimlso
(A0
zhogaia
HOZIGEN L
VOZ/GIB0
OZirLa0
OZ/B0 K0
VOZ/BEID

Trailing 12-Month EPS

Price

10 Years

12-Month P/E Ratio

S&P 500 Tra

o
g

FactSet)

()
o
b=
3
o]
)
S

DZ0ZH0E L
nzogimomk
nzozizhio
nzogialmo
020Zi0Ziv0
020ZZR0
GLOZEZE |
GLOZGZNL
GLOZ/EZ RO
GLOZEDILD
GLOZL0ED
GLOZLLED
GLOZI0LILO
BlLOZAE0N
BLOZ/F G0
BLOZAELILD
BLOZZE S0
BLOZAED
BLOZSE /M0
Liogimzik
Logizon
LI0ER0R0
Liogiamo
LWELrD
LIZELRD
L0LRLEL
alozielok
alogizz s
9l0gikE B0
alogimz ko
alogizokn
L0200
SLOZH0IHE
GL0Z/E0ME0
SLogkliio
GLOEGLED
GLOZELED
SLOEAE
FLOZI0ZIME
FLOZEE G0
FLOZ0E/LD
Flogienso
FLOZROKD
Flogiangn
ELOZEOE L
ELOZILIDL
EL0Z/EL RO
El0giGLme0
EL0ZEZ RO
EL0ZGERD
TWEGER L
ThgigEnt
ZhogiBz R0
Zhogienio
zhoginsa
ZIgm0ED
zhogikio
FROZALHLL
HOZAALE0
HOZNEIL0
HOZIRE S0
LOZMEEED

34.0

[ |
[ |
[
|
|
| =)
I
|
)
¢ |

|
[ |

|

|

|

|
I &0
|
[
|
|
)
[ |
[ [
i
[ |
[ |
(I 1

>
TRR:
IR
[ |
| !
[ | :
S
[ |
[ |
o
I |
g R & & 3§ § g ®© g §¢ ¢

LLOZIezI0

= == 1Y ear. Avag. Trailing 12-Month P/E

= 5-Year Avg. Trailing 12-Month P/E

=

Trailing 12-Month P/E

FactSet Research Systems Inc.



Earnings Insight FACTSET

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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