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Q4 Earnings Season Kicks Off Positively
Here are the key points:

e We are off to a good start in the Q4 earnings season, with an above-average proportion
of companies beating EPS estimates. On the flip side, companies appear to be struggling
to beat revenue estimates.

e Total Q4 earnings for the 36 S&P 500 members that have reported results are up +4.2%
from the same period last year on +5.4% higher revenues, with 86.1% beating EPS
estimates and 55.6% beating revenue estimates.

e The Q4 earnings growth pace for these 36 index members is comparable to what we had
seen from this group of companies in other recent periods, while the 86.1% EPS beats
percentage is tracking above the 20-quarter average of 80.6%.

e The revenue growth pace for this group of index members represents a deceleration
relative to what we had seen from the group in other recent periods, while the 55.6%
revenue beats percentage is a new 20-quarter low for this group of 36 index members.

e For the Finance sector, we now have Q4 results for 35% of the sector's market
capitalization in the index. Total earnings for these Finance companies are up +1.4% from
the same period last year on +1.5% higher revenues, with 76.9% beating EPS estimates
and 53.8% beating revenue estimates.

e The Finance sector's Q4 performance is tracking below what we had seen from these
companies in other recent comparable periods, with notable weakness on the revenues
front.

e Looking at Q4 as a whole, combining the actual results that have come out with estimates
for the still-to-come companies, total S&P 500 index earnings are currently expected to
be up +0.2% from the year-earlier level on +2.2% higher revenues, which would follow
the +3.8% earnings growth in 2023 Q3 on +2.0% higher revenues.

e Q4 earnings are expected to be above the year-earlier level for half of the 16 Zacks
sectors, with the Technology, Retail, Consumer Discretionary, and Utilities sectors
enjoying robust year-over-year earnings growth.
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e Sectors expected to experience the biggest earnings declines in Q4 include Autos, Basic
Materials, Medical, Energy, and Transportation.

e For the Finance sector, total Q4 earnings are expected to be up +8.2% from the same
period last year on +3.9% higher revenues. This would follow the sector’s +9.7% earnings
growth on +6.0% higher revenues in 2023 Q3.

e For the Technology sector, total Q4 earnings are expected to be up +18.7% from the
same period last year on +6.6% higher revenues. Had it not been for the strong Tech
sector contribution, Q4 earnings for the remainder of the index would be down -6.4%
(instead of up +0.2% as a whole).

e Looking at the calendar year picture, total S&P 500 earnings are expected to rebound
by +11.4% next year after the expected -3.5% decline in 2023.

o Estimates for full-year 2024 have notably stabilized in recent days after starting to come
down in October and November 2023. While estimates in the aggregate are still modestly
coming down, estimates for a number of sectors, including Technology, Consumer
Discretionary, and Retail, have moved higher over the last few weeks.

e The implied ‘EPS’ for the S&P 500 index, calculated using the current 2023 P/E of 22.5X
and index close, as of January 16%", is $211.68, compared to $220.95 in 2022 and $208.23
in 2021. Using the same methodology, the index ‘EPS’ works out to $235.71 in 2024 (P/E
of 20.2X). The multiples have been calculated using the index’s total market cap and
aggregate bottom-up earnings for each year.

While Citigroup (C) beat both EPS and revenue estimates, JPMorgan (JPM) and Bank of
America (BAC) followed the emerging trend at this early stage in the Q4 reporting cycle of easily
beating EPS estimates but coming up short concerning top-line estimates.

It may be premature to draw any firm conclusions from the 36 S&P 500 members, or a little over
7% of the index’s total membership, that have reported December-quarter results at this stage.
But the disparity between earnings and revenue performance is fairly pronounced, at least at
this stage.

As noted earlier, we are off to a good start, with an above-average proportion of these companies
beating EPS estimates. In fact, the 86.1% EPS beats percentage is notably above the 20-quarter
average for this group of 36 index members of 80.6%. The earnings growth pace for this group
of companies is also comparable to what we had seen from this group of companies in other
recent quarters.

The Q4 performance picture isn’t that reassuring on the revenues side, with the growth pace for
these 36 index members showing a decelerating trend and the revenue beats percentage the
lowest in the preceding 20-quarter period, as you can see in the comparison charts below.
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We have noted some degree of revenue weakness in the preceding reporting cycle as well,
though the magnitude of revenue underperformance this time around appears more
pronounced. That’'s assuming the current trend is for real and not reflective of an
unrepresentative sample.

Perhaps disinflation is at work in producing this revenue trend.
Beyond the results that have come out, total Q4 earnings are currently expected to be +0.2%
above the year-earlier period on +2.2% higher revenues. This would follow the +3.8% increase

in index earnings in 2023 Q3 on +2.0% higher revenues.

The chart below shows the overall earnings picture on a quarterly basis.
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As you can see from these quarterly earnings-growth expectations, the growth picture is
expected to steadily improve over the next few quarters.

Below, we show the overall earnings picture for the S&P 500 index on an annual basis.
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Given the expected moderation in the U.S. economy’s growth trajectory due to the cumulative
effects of Fed tightening, these estimates likely need to come down. Some of that downward

adjustment is already happening, as seen in the chart below.
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As we have noted before, full-year 2024 estimates started coming down in October, with the
trend continuing in November and early December, but appear to have stabilized in recent

weeks.
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The Report in Detail

Note: This report has six sections. The first section, titled Q4 Earnings Season Scorecard, provides a real-time update
of the earnings season, puts the results thus far in a historical context, and highlights the major sectors. The second
section, titled the Blended Picture, presents the composite or blended Q4 expectations by combining the actual results
that have come out with estimates for the still to come companies. The Third section, titled the Context, puts the blended
Q3 expectations in the context of what was reported in the preceding quarters and what is expected in the coming
quarter(s). This section provides both earnings and revenues on a quarterly basis, both the dollar amounts as well as
the year-over-year growth rates. The fourth section, titled Annual Data, presents the earnings and revenues data on an
annual basis. The fifth section, titted Small-Cap Earnings, presents the earnings picture for the S&P 600 index. The
final section visually presents the market capitalization and earnings contribution of the 16 Zacks sectors.

Section 1 — 2023 Q4 Earnings Season Scorecard

For the 36 S&P 500 companies that have reported Q4 results, total earnings are up +4.2%
from the same period last year on +5.4% higher revenues, with 86.1% beating earnings
estimates and 55.6% beating revenue estimates.

2023 Q4 Scorecard

% Reported Earnings Revenue

Total J;t:;t Growth Beat |Growth Beat |Blended
Companies YoY % YoY % Beat %

Cap

‘Consumer Staples ‘ 12.9%[ 5.7%[ 5.8% ‘ 100.0%[ 2.5% ‘ 25.0% 25.0%
Consumer Discrt 6.7% 13.4% 465.8% 100.0% 9.5% 50.0% 50.0%
‘Retail ‘ 15.2%\ 9.7%\ -4.2% ‘100.0%\ 6.7% ‘ 60.0% \ 60.0% \
Medical 1.7% 96% 13.8% 100.0% 14.1% 100.0% 100.0%
‘Auto/Ti res/Trks ‘ 0.0% 0.0% - - - - -
Basic Materials 0.0% 0.0% - - = = =
|Industrial Prod | 38%  61% 157%  1000% 93% | 100.0% 100.0%
Construction 7.7% 9.7% 0.1% 100.0% 7.8% 100.0% 100.0%
}Conglomerates ‘ 0.0%[ 0.0% - - - - -
Computer & Tech 52% 44% -7.9% 75.0% 1.9% 75.0% 75.0%
‘Aerospace ‘ 0.0%\ 0.0%\ - ‘ - \ - ‘ - \ - \
Oils/Energy 0.0% 0.0% - - - - -
Finance } 14.4%[ 35.0%[ 1.4% } 76.9% [ 1.5% } 53.8% [ 53.8% [
Utilities 0.0% 0.0% - - - - -
‘Transponation ‘ 14.3%[ 13.5%[ 4.0% ‘ 50.0% { 0.4% ‘ 50.0% { 50.0% {
Business Svcs 10.7% 136% 6.0% 100.0%  3.3% 33.3% 33.3%
‘S&P 500 ‘ 7.2%‘ 9.7%‘ 4.2% ‘86.1% ‘ 5.4% ‘ 55.6% ‘ 55.6% ‘
Excluding Finance 5.6% 6.2% 9.1% 91.3% 7.3% 56.5% 56.5%
‘Excluding Oil ‘ 7.6%\ 10.1%\ 4.2% ‘ 86.1% \ 5.4% ‘ 55.6% \ 55.6%

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

Note: Here are a few key points to keep in mind while reading this table.
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a. All the earnings analysis in this report pertains to the S&P 500 index, a handy proxy for the entire
business world. We use the index’s current membership as the basis for all period comparisons,
meaning that even historical periods reflect the index’s current membership.

b. We divide the corporate world info 16 sectors compared to the official S&P 11 GICS. We have stand-
alone sectors like Autos, Construction, Conglomerates, Aerospace, Transportation and Business
Services that provide for a better understanding of trends in these key areas of the economy.

c. All references to ‘earnings’ mean ‘total earnings’ or ‘aggregate net income’ and not ‘mean or median
EPS.’

d. We make adjustments to reported GAAP earnings to account for non-recurring or one-time items, but
we do consider employee stock options (ESOs) as a legitimate business expense. Unlike Zacks, Wall
Street and all other data vendors don't treat ESQO’s as a recurring business expense.

The comparison charts below put the Q4 earnings and revenue growth rates in a historical

context.
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The comparison charts below put the Q4 EPS and revenue beats percentages for these
36 index members in a historical context.

Q4 EPS Beats % Compared Q4 Revenue Beats % Compared
105% 105%
85%  ggim page BB1% g::
BS% 7 8005 Frt oL TEo% TETH
. 7 T2 % 75% 88.7% 66.7% gygey 08.7%
5% 7 B9.4%
% B5% 5565
65% ﬁ I s5% I
55% a5% %
e o ﬂi s r‘f}' é"l A ] Al r o
& P oc} Ke's 499 p \;§‘ el @f RGN I UL &
'LD
L
Seurca: Zacks Inuestment Research Inc. Source: Zacks Investment Research Ine.

As you can see above, revenue beats are tracking below other recent periods as well as
the historical averages.

You can see this more clearly in the ‘blended’ beats percentage that shows the proportion
of these companies that have beaten both EPS and revenue estimates.
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For the 36 index members that have reported results thus far, only 55.6% have been able
to beat both EPS and revenue estimates. The comparison charts below put the Q4

revenue growth pace and the blended beats percentage in a historical context.
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For the Finance sector, we now have Q4 results from 35% of the sector's market

capitalization in the S&P 500 index. Total earnings for these Finance companies are up
+1.4% from the same period last year on +1.5% higher revenues, with 76.9% beating

T% 7.3%

G4 Blended Beat %

5.4%%

I I I 1 I I I
,1"'5

i ]
£ 5,55:5 Y1 CBYr 5NTHI Q22 2027 3EFZ 4027 1Q23 2023 30232
Avg' Low

S

Source: Zacks Investment Research Inc.

EPS estimates and 53.8% beating revenue estimates.

The comparison charts below put the sector's Q4 blended beats percentage in a historical
context (‘blended’ beats mean companies that beat ‘both’ EPS and revenue estimates)
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Section 2 — The Blended Picture

Total Q4 earnings or aggregate net income for the S&P 500 index are expected to be up
+0.2% from the same period last year on +2.2% higher revenues. The summary table
below shows the blended or composite Q4 expectations and the actuals for the preceding
period (2023 Q3).
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S&P 500 Summary Picture

Zacks Sectors Year-over-Year Growth
Earnings Revenues Margins

4Q23 3Q23 4Q23E 3Q23 4Q23E 3Q23
Cons. Staples -0.3% 3.9% 2.8% 42% | -0.35% 0.0%
Cons. Discretionary 21.4% 49.7% 3.3% 8.3% 1.16% 2.9%
Retail/MWWholesale 18.2% 25.2% 5.4% 5.9% 0.50% 0.84%
Medical -21.8% -16.7% 4.1% 6.6% -2.49% -2.5%
Autos -43.0% -6.3% -4.1% 8.6% -3.29% -1.1%
Basic Materials -27.7% -23.9% -7.5% -12.5% | -2.21% -1.4%
Industrial Products 3.3% 11.0% 1.4% 1.9% 0.22% 1.2%
Construction -0.5% 0.9% 4.1% 5.4% -0.56% -0.6%
Conglomerates -18.4% 1.2% -13.3% -76% | -0.81% 1.2%
Technology 18.7% 251% 6.6% 4.6% 2.33% 3.9%
Aerospace 3.7% 55.1% 5.1% 9.0% -0.09% 1.7%
Oil/Energy -27.4% -34.4% -9.4% -18.0% | -2.46% -2.8%
Finance 8.2% 9.7% 3.9% 6.0% 0.69% 0.6%
Utilities 14.0% 6.8% 1.7% -6.0% 1.22% 1.9%
Transportation -20.4% -18.3% -1.9% -53% | -1.66% -1.3%
Business Services 1.9% 8.2% 4.8% 6.1% -0.59% 0.4%
S&P 500 0.2% 3.8% 2.2% 2.0% -0.23% 0.22%
ex Finance -1.3% 2.6% 2.0% 1.4% -0.4% 0.1%
ex Oil/Energy 3.3% 9.1% 3.5% 4.4% -0.01% 0.5%
‘ex Tech -6.4% -2.5% 2.8% 2.3% 0.00% 0.0%

Source: Zacks Investment Research, Inc.
Data as of: 1/17/24 www.zacks.com

Half of the 16 Zacks sectors are expected to earn less in 2023 Q4 relative to the year-
earlier period. These include Cons. Staples (-0.3%), Medical (-21.8%), Autos (-43.0%),
Basic Materials (-27.7%), Construction (-0.5%), Conglomerates (-18.4%), Oil/Energy (-
27.4%), and Transportation (-20.4%).

On the positive side, 8 of the 16 Zacks sectors are projected to post growth, including
Cons. Discretionary (+21.4%), Retail (+18.2%), Industrial Products (+3.3%), Technology
(+18.7%), Aerospace (+3.7%), Finance (+8.2%), Utilities (+14.0%), and Business
Services (+1.9%).

The chart nearby shows the absolute quarterly dollar total for 2023 Q4 for the index as a
whole in the context of what was actually achieved in the last eight periods and what is
expected in the following three quarters.
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Total S&P 500 Quarterly Earnings (billion $)
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As you can see above, the quarterly earnings tally bottomed in 2023 Q1 and has been
steadily on an uptrend since then.

Total Tech sector earnings are expected to grow +18.7% in Q4 on +6.6% higher
revenues, which follows earnings growth of +25.1% on +4.6% higher revenues in the
preceding quarter (2023 Q3). The Tech sector’s growth pace is expected to continue and
remain positive from 2023 Q4 onwards, as we can see below.
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The Big 7 Tech Players

For the ‘Big 7 Tech Players’ - Microsoft, Alphabet, Meta, Nvidia, Apple, Tesla, and
Amazon — total Q4 earnings are expected to be up +38.4% on +12.4% higher revenues
in Q4. This would follow the +54.2% earnings growth for the group in Q3 on +12.9%
higher revenues, as the chart below shows.

Big 7 Tech Players - Quarterly Earnings & Revenue Growth (YoY)
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Source: Zacks Investment Research, Inc.
big 7 include: AAPL, AMZN, META, GOOGL, MSFT, NVDA, TSLA.

The chart below shows the group’s earnings picture on an annual basis.

Earnings & Revenue Growth - The Big 7 Tech Players
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Source: Zacks Investment Research, Inc.
Big 7 - AAPL, AMZN, MSFT, GOOGL, META, NVDA, TSLA.

Finance sector earnings are expected to be up +8.2% on +3.9% higher revenues in Q3,
which follows earnings growth of +9.7% on 6.0% higher revenues in 2023 Q2.
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Finance Sector Quarterly Growth Rates Compared
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The chart below shows the Finance sector’s earnings picture on an annual basis.

Finance Sector Earnings Growth Rate
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Section Three - The Context

Let’s take a look at earnings expectations for 2023 Q4 compared to what companies earned in
the last few quarters and what they are expected to earn in the coming quarters.

Table 2 — Earnings Growth Context

Zacks Sectors Earnings Growth (YoY)

3Q24E  2Q24E 1Q24E  4Q23 3Q23 2Q23 1Q23 4Q22 3Q22

Consumer Staples 5.8% 3.9% 4.1% -0.3% 3.9% 4.2% -2.0% 0.0% 3.8%
Consumer Discrt 10.3% 15.3% 8.2% 214% | 497% 221%  330%  254%  25.6%
Retail 9.4% 8.7% 119% | 182% | 252% | 189% | 24% -289% | -4.7%
Medical 15.2% 226%  04% | -21.8% | -16.7% -291% -193%  -6.6%  -2.6%
Auto/Tires/Trks 7.6% -128% | -133% | 43.0% | -63% | 251% @ 104% = 58.1% | 314%
Basic Materials 6.8% -10%  -162% | -27.7% | -239% -343% -294% -269% -18.0%
Industrial Prod 1.0% 2.7% -1.5% 3.3% 11.0% | 206% | 184% = 17.0% = 204%
Construction 0.6% 34% 3.8% -0.5% 09% -105% -19.1% 6.1%  22.3%
Conglomerates 6.0% 11.1% 15% | -18.4% 12% | -142% | -92% 118% | 2.3%
Computer & Tech 8.2% 131%  17.7% | 187% | 251% 7.7% 59%  -16.7% -14.3%
Aerospace 59.2% 198%  17.6% 3.7% 55.1% | -16% | 15.7% | 160.6% @ -50.9%
Oils/Energy -0.7% 129%  -159% | -274% | -344% -494% 152% N/M NM
Finance 2.5% ’ 9.6% ‘ 3.7% 8.2% 97% | 42% 2.7% 176% | 9.2%
Utilities 2.9% 6.7% 6.0% 14.0% 68% -26% -0.8% 7.5% -6.3%
Transportation 18.3% -105%  -65% | -204% | -183% | 3.3% NM N/M NM
Business Svcs 9.1% 8.7% 6.2% 1.9% 8.2% 6.5% 24% 7.6% 10.6%
S&P 500 7.6% 10.1% 4.6% 0.2% 38% | -6.7% @ -2.3% 5.5% 2.4%
Excluding Finance 8.7% 10.2% 4.8% -1.3% 26%  -88%  -34% -2.7% 5.0%
Excluding Qil 8.3% 9.9% 6.7% 3.3% 91% | -04% | -3.8% 94% | -4.9%

Source: Zacks Investment Research, Inc.
Data as of: January 17, 2024 www.zacks.com

Note — N/M means ‘not meaningful’, reflecting that the year-over-year change from negative earnings in 2020
Q2 to positive earnings in 2021 Q2.
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Table 3 — Revenue Growth Context

Zacks Sectors Revenue Growth (YoY)

3Q24E  2Q24E 1Q24E 4Q23E 3Q23 2023 1Q23 4Q22 3Q22

Cons. Staples 3.1% 2.3% 3.8% 2.8% 42% | 56% 54% 6.4% 6.8%
Cons. Discretionary 5.1% 3.0% 3.1% 3.3% 83% 79%  176%  148%  123%
RetailWholesale 4.4% 4.4% 4.5% 5.4% 59%  4.5% 5.2% 5.9% 8.2%
Medical 6.5% 5.8% 4.8% 4.1% 66%  57% 4.1% 4.5% 4.1%
Autos 2.0% -0.2% 38% | -41% 86% « 226% @ 182% | 244% = 32.7%
Basic Materials 0.6% 19%  43% | -7.5% | -125% -156% 9.0%  -56%  59%
Industrial Products 1.7% 1.0% -0.5% 1.4% 19% | 6.0% = 100% | 102% = 159%
Construction 3.7% 4.6% 4.4% 41% 54%  45% 2.8% 98%  19.6%
Conglomerates 4.6% 2.6% 06% | -133% | -76% @ -81% @ -8.1% 3.7% 2.9%
Technology 9.1% 8.8% 8.3% 6.6% 46% 19%  -22%  -22%  -49%
Aerospace 10.8% 7.6% 8.5% 5.1% 9.0% | 11.7% 9.7% 125% = 4.3%
QilEnergy 0.5% 7.0% -09% | -94% | -180% -265% -16%  320%  53.7%
Finance 4.7% 3.9% 2.2% 3.9% 6.0% | 11.5% @ 12.0% 3.6% 7.8%
Utilities 6.9% 3.3% 2.3% 1.7% 60% -39%  11.8% 86%  14.5%
Transportation 54% 2.7% 08% | -19% | -53% @ -51% @ 4.6% 86% | 20.2%
Business Services 7.1% 5.6% 4.8% 4.8% 6.1%  57% 6.7% 68%  10.1%
S&P 500 5.1% 4.8% 3.8% 2.2% 20% @ 1.3% 4.7% 71%  10.2%
ex Finance 5.2% 5.0% 4.0% 2.0% 14%  0.0% 3.7% 75%  10.5%
ex OilEnergy 5.6% 4.6% 4.2% 3.5% 44% | 4.8% 5.3% 5.0% 6.5%

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

The next two tables present the same data in a different format — instead of year-over-
year growth rates, we have the dollar level of total earnings and revenues for each of
these quarters.

www.zacks.com 13
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Table 4 — Total Quarterly Earnings

Zacks Sectors Quarterly Earnings (billion dollars

SQ4E 2024 1Q24E 4023 3023 2023 1023 422 3Q22

Cons. Staples ‘ 28.2‘ 27.4‘ 246 235 26.6‘ 26.4‘ 23.7 ‘ 23.6‘ 25.6‘
Cons. Discretionary 20.2 16.8 138 13.8 183 145 128 11.397 12.2
RetailWholesale 439 416 338 35.2 401 382 30.2 298 320
Medical 69.5 65.6 63.7 51.3 604 535 64.0 656 725
Autos 10.0 98 95 6.4 93 12 11.0 112 99
Basic Materials 10.3 10.6 94 8.0 97 114 112 111 12.7
Industrial Products 136 13.3 12.3 10.9 134 137 125 106 121
Construction 75 7.0 50 6.2 74 6.7 48 6.2 74
Conglomerates 58 56 48 54 55 50 47 6.6 54
Technology 1522 1402 1340 1474| 1407 1240 1138 1241 1125
Aerospace 8.5 78 6.9 7.0 53 6.5 59 6.7 34
OillEnergy 394 31.3 354 34.6 396 330 42.1 417 604
Finance 935 944 91.0 83.0 912 862 87.8 767 831
Utiliies 16.7 115 147 11.8 163 108 13.9 104 15.2
Transportation 114 118 6.6 8.7 96 132 70 109 118
Business Senvices 215 209 18.9 19.1 198 193 178 18.7 18.3
S&P 500 5521  521.5 4845 4724| 5132 4736 4631 4713 4946
ex Finance 4586 4271 3935 389.3| 4220 3875 3753 3946 414
ex-Qll 5128 4842 4492 4378 4736 4406 4211 4237 4342
Source: Zacks Investment Research, Inc. |
Data as of: January 17, 2024 Www.zacks.com

www.zacks.com
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Table 5 — Total Quarterly Revenues

Zacks Sectors Quarterly Revenues (billion dollars

3Q24E 2Q24E 1Q24E 4Q23E 3Q23 2Q23 1Q23 4022 3Q22

Cons. Staples 208.7 2104 197.5 209.3 2024 2057 190.4 203.6 194.3
Cons. Discretionary 185.9 176.7 170.2 177.1 176.9 171.5 165.1 171.5 163.3
Retail/Wholesale 774.1 744.0 718.5 765.8 7415 712.9 687.5 726.8 700.5
Medical 723.7 712.0 690.8 682.9 6794 6732 659.2 656.1 637.5
Autos 141.1 142.8 137.2 131.7 138.3 143.1 132.2 137.4 127.4
Basic Materials 103.6 104.3 102.0 101.2 103.0 106.3 106.6 109.4 117.7
Industrial Products 95.1 95.7 92.7 88.4 93.6 94.8 93.2 87.2 91.9
Construction 56.7 54.9 471 52.1 54.6 52.5 451 50.0 51.8
Conglomerates 42.8 415 38.8 41.1 40.9 40.5 38.5 474 443
Technology 646.9 621.3 610.0 646.7 593.1 571.1 563.1 606.6 567.1
Aerospace 102.5 994 93.6 100.4 925 924 86.3 955 84.9
Oil/Energy 355.8 3455 341.0 349.6 354.2 323.0 3440 385.8 431.7
Finance 529.5 525.0 506.7 485.9 505.6 505.2 495.7 467.9 477.2
Utilities 107.3 90.8 1111 103.8 100.4 87.9 108.6 102.0 106.7
Transportation 1254 1244 115.0 121.8 119.0 121.1 114.1 1241 125.6
Business Services 98.5 97.1 924 91.9 92.0 91.9 88.1 87.7 86.7
S&P 500 4297.7 41859  4064.8] 4149.7| 4087.3] 3993.1 3917.8  4059.0, 4008.7
ex Finance 3768.2 3660.9  3558.1 3663.7| 3581.7 3487.9 34221 35911 35315
ex Oil/Energy 3941.9 3840.4| 3723.7| 3800.1] 3733.1| 3670.1 3573.8  3673.2] 3576.9

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

It may be obvious, but it’s still useful to explain what we mean by total earnings.

This means the sum of net income for all companies in the S&P 500. For historical periods
through the reported 2023 Q4 results, we have taken the total earnings (net income, not
EPS) for each company in the S&P 500 and added them up to arrive at the sector and
index level totals (we do adjust reported GAAP earnings for non-recurring items, but
consider employee stock options as a legitimate business expense).

www.zacks.com 15
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For the coming quarters, including the still-to-come 2023 Q4 results, we have taken the
Zacks Consensus EPS for each company in the index, multiplied that by the
corresponding share count (from the last reported quarter) to arrive at the total earnings
for each company. And then we aggregated them to arrive at the totals for each sector
and the index as a whole. The lack of accuracy in real-time share count notwithstanding,
this gives us a fairly accurate view of the total earnings picture.

Section 4 - Annual Earnings

Total earnings or aggregate net income for the S&P 500 index for 2023 are expected to
be down -3.5% on +0.8% higher revenues, with 2024 earnings expected to be up +11.4%
on +4.9% higher revenues. Table 6 provides a summary of annual earnings and revenue

data.

Table 6 — Summary Annual Earnings Picture

Annual Summary - Year-over-Year Change

Earnings Revenues Margins

Zacks Sectors 2024E 2023 2022 2024E 2023 2022 | 2024E 2023 2022
Cons. Staples 5.9% 0.8% 3.9% 2.3% 2.9% 99%  043% | -0.26% | -0.71%
Cons. Discretionary 22.4% 17.2% 43.7% 3.8% 9.5% 204% 1.44% | 0.53% | 1.22%
Retail/Wholesale 12.4% 14.3% -164%  4.5% 5.2% 80% 037% | 0.39% | -1.32%
Medical 18.2% -23.2% 7.3% 7.3% 3.3% 89% 0.87% | -2.96% | -0.18%
Autos 3.7% -10.1% 38.4% 4.9% 8.0% 224% -0.08% | -1.36% | 0.94%
Basic Materials 1.1% -30.0% 3.1% 11% | -11.3% | 125% 021% | -2.55% | -1.10%
Industrial Products 2.5% 14.7% 12.5% 1.2% 6.4% 123% 0.17% | 0.97% | 0.02%
Construction 6.7% -10.5% 21.5% 4.8% 3.2% 16.1% 0.22% | -1.83% | 0.61%
Conglomerates 16.7% -15.7% 6.6% 3.2% -8.8% 25% 157% | -0.99% | 0.50%
Technology 15.8% 5.8% -4.7% 7.8% 0.5% 77%  159% | 1.07% | -2.65%
Aerospace 33.0% 12.0% -1.0% 8.2% 8.6% 33% 150% | 0.20% | -0.27%
Oil/Energy 2.1% -30.1% N/M 24% -15.2% NM  -0.02% | -2.29% | 5.46%
Finance 6.1% 8.5% -156%  4.2% 1.1% 77%  031% | 1.22% | -4.55%
Utilities 8.3% 3.3% 2.5% 3.4% 0.6% 16.5% 0.63% | 0.35% | -1.75%
Transportation 7.8% -8.1% N/M 2.5% -1.6% 24.0% 0.40% | -0.55% | 3.36%
Business Services 12.9% 0.7% 16.8% 6.1% 3.3% 13.7% 1.28% | -0.51% | 0.54%
S&P 500 11.4% -3.5% 6.1% 4.9% 0.8% 13.0% 0.72% | -0.53% | -0.79%
ex Finance 12.6% -5.9% 11.9% 5.0% 0.8% 13.8% 0.79% | -0.78% | -0.19%
ex Oil/Energy 12.1% -0.3% -0.8% 5.1% 2.7% 10.1% 0.79% | -0.35% | -1.34%
Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com
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Table 8 — Annual Earnings Growth

Earnings Growth (YoY)

2025E 2024E 2023 2022 2021 2020 2019 2018 2017

Consumer Staples 8.3% 5.9% 08% | 39%  126% 45% 03% 97% 6.3%
Consumer Discrt 16.3% 224% | 172% | 43.7% 708% -685% 134% 146% 9.8%
Retail 14.9% 124% | 143% | -164% 397%  48% 57% | 246% 4.4%
Medical 12.5% 182% | -232% | 73%  263% 101% 88% 14.0% 6.5%
Auto/Tires/Trks 13.1% 3% | -101% | 384% 101.1% -191% -11.8%  0.5% -0.6%
Basic Materials 11.0% 11% | -30.0% | 31%  1148% -100% -166% 33.7% 132%
Industrial Prod 7.7% 25% | 147% | 125% 433% -149% -03% @ 27.5% 20.2%
Construction 10.7% 6.7% | -10.5% | 21.5%  450% 245% 13% 404% 20.5%
Conglomerates 14.1% 16.7% | -18.7% | 66%  449% -263% -46% @ -98% -106%
Computer & Tech 14.1% 158% | 58% | 47% 451% 54% -45% 271.3% 16.7%
Aerospace 19.8% 330% | 120% | -1.0% 108.3% -56.0% -26.5% 27.9% 13.8%
Oils/Energy 10.4% 21% | -30.1% | NM  -2627.3% -106.3% -304% 101.1% 206.4%
Finance 10.4% 61% | 85% | -156% 620% -195% 4.0% @ 226% 1.6%
Utilities 7.6% 83% | 33% | 25%  64% 31% 91% 13% 33%
Transportation 14.0% 78% | 81% | NM  -5842% -110.7% 50% | 234% -2.5%
Business Svcs 13.8% 129% | 07% | 168% 203% -34% 157% 248% 14.3%
S&P 500 12.4% 14% | -35% | 61%  523% -129% -02% @ 234% 10.0%
Excluding Finance 12.9% 126% | -59% | 119% 499% -11.1% -13% 236% 124%
Excluding Qil 12.6% 121% | 03% | 08% 450% -92% 15% | 20.7% 7.7%

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com
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Table 8 (b) — Aggregate Annual Earnings Totals

Zacks Sectors Annual Earnings (billion dollars

2025E 2024E 2022 2021 2020 2019 2018 2017 2016 2015
Cons. Staples 134 1044 | 986 | 978 | 942 836 800 797 727 684 652
Cons. Discretionary 79.0 67.9 85 | 4713 329 193 613 540 412 429 380
Retail Wholesale 1835 159.7 | 1421 | 1243 | 1487 1064 | 1016 = 96.1 1 739 690
Medical 299.6 2004 | 2254 | 2036 2737 2167 1969 1810 1587 1491 1375
Autos 431 38.1 36.7 | 408 295 147 181 206 205 206 205
Basic Materials 445 40.1 39.7 | 5.7 50 256 284 341 205 25 241
Industrial Products 54.9 51.0 497 | 434 386 269 | 36 3T 249 207 206
Construction 288 26.0 44 | 212 224 155 124 123 8.7 73 68
Conglomerates 259 2.7 194 | 220 @ 216 149 202 212 285 263 259
Technology 669.2 5804 | 5064 | 4788 5023 3463 3285 3441 2103 2316 2247
Aerospace 38.7 32.3 43 | 27 219 105 239 324 254 23 N5
QilEnergy 165.3 1498 | 1467 | 2097 833  -33 523 751 34 122 388
Finance 4133 342 | 3928 | 3251 | 3862 2317 2005 2842 2317 2280 2199
Utiliies 61.0 56.7 523 | 506 494 464 450 413 31 B9 B0
Transportation 46.0 404 74 | 407 19.7 41 381 363 294 302 AT
Business Senices 93.0 81.8 724 | 719 616 512 530 458 o7 21 A1
S&P 500 23589 | 20978 | 18839 | 19529 | 18400 12084 13869 13899 11267 10239 10112
ex Finance 1945.6 17236 | 18311 | 16278 14547 9707 10914 11057 8949 7959 7913
ex- Oil 21935 19480 | 1737.3 | 17432 |« 17567 12117 13345 13147 10893 10117 972.5‘

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com
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Table 9 — Annual Revenues Growth

January 17, 2024

Zacks Secors
Cons. Staples 3.5% 2.3% 29% | 99%  104% 05% | 58% @ 3.6% 3.0%
Cons. Discretionary 4.5% 3.8% 95% | 204% 131% -147% 11.1% 60%  14.9%
RetailWholesale 6.1% 4.5% 52% | 80% | 121% 107%  68% @ 7.4% 6.7%
6.5% 7.3% 33% | 89%  146% 97% 134% 6.9% 5.7%
6.8% 4.9% 8.0% | 224% | 149% -120% -20% @ 6.5% 3.8%
Basic Materials 1.2% 11% | 11.3% | 125%  366% -74% -56% 140%  -5.1%
Industrial Products 3.0% 1.2% 64% | 123% @ 130% -72% | 10% @ 134%  10.3%
Construction 5.8% 4.8% 32% | 161% 194% 13% 51% 248% 11.9%
Conglomerates 6.8% 32% | 88% | 25% 64%  -79% @ 62% 09% | -91%
Technology 8.8% 7.8% 05% | 7.7%  201% 39% 34% 124%  98%
6.6% 8.2% 86% | 33%  51%  15%  27% @ -1.0% @ 4.3%
4.8% 24% | 152% | NM  624% -328% -20% 185%  21.2%
54% 4.2% 11% | 77% = 98%  -52%  58% | 7.1% 6.9%
3.2% 34% 0.6% | 165% 154% -76% -03% 1.8% 4.4%
Transportation 4.6% 2.5% 1.6% | 240% @ 308% -236% 37% @ 8.3% 8.7%
Business Senvices 1.7% 6.1% 33% | 13.7% 121% 33% 84% 1.3% 4.6%
6.0% 4.9% 08% | 13.0% @ 173% -19%  50% | 8.6% 7.4%
6.0% 5.0% 08% | 138% 185% -14% 49% 88% 7.4%
ex OillEnergy 6.1% 5.1% 27% | 101% | 146% 08% @ 57% @ 7.7% 6.3%
Source: Zacks Investment Research, Inc.
January 17, 2024 www.zacks.com
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The Margins Picture

Net margins (aggregate net income divided by aggregate revenues) are expected to be
11.4% in Q4, down from 12.6% in 2023 Q3 and 11.6% in 2022 Q4.

As you can see in the chart below showing the year-over-year changes in net margins,
margins modestly turned positive in 2023 Q3 but are currently expected to be modestly
down in 2023 Q4.

Year-over-Year Change in Net Margins
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Source: Zacks Investment Researchinc.

Looking at net margins on an annual basis, full-year 2023 margins are expected to reach
11.7%, down from 2022’s 12.4% and 2021’s 13.1%. The expectation is for margins to rise
next year to 12.5%.

The charts below show current margins expectations in a historical context. The first chart
shows margins on a quarterly basis, while the second shows annual margins since 2007.

As you can see in the annual chart, margins reached the cyclical high point in 2018 as a
result of the tax cut legislation but modestly contracted the following year (2019) and
pulled back massively as a result of the pandemic in 2020. Margins bounced back
impressively in 2021, reaching a new all-time record.

The expectation is that the ongoing inflationary pressures ease over time, with margins
remaining stable in 2023 and starting to expand in 2024.
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Quarterly Net Margins (S&P 500)
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Source: Zacks Investment Research Inc.
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What we saw in the ongoing inflation cycle is management teams’ ability to pass on higher
expenses to end consumers and protect margins. That said, not all companies in every
industry have the same degree of pricing power. Also, management teams have to be
mindful of the demand implications of ever-rising prices. On the whole, with the inflation
question expected to continue moving in the right direction, analysts see margins start to
expand again, as you can see in the chart above.

Section 5 - The Small-Cap Data — S&P 600 Index

For the 23 S&P 600 companies that have reported results for their fiscal quarters ending
in November which we count as part of our Q4 tally, total earnings are down -22.6% from
the same period last year on +1.2% higher revenues, with 34.8% beating both earnings
and revenue estimates.

www.zacks.com
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2023 Q4 Scorecard
% Reported Earnings Revenue
Total lv-lra:)rtl;d(: ¢ Growth Beat | Growth Beat |Blended
Companies YoY % YoY % Beat %
Cap

Consumer Staples 10.7% 12.9% 3.9% 66.7% -0.2% 33.3% 33.3%
Consumer Discrt 2.8% 2.8% - - - - -
Retail 2.4% 2.7% 15.2% 100.0%  10.5% 100.0%  100.0%
Medical 0.0% 0.0% - - - - -
Auto/Tires/Trks 0.0% 0.0% - - - - -
Basic Materials 71% 71% -88.9% 50.0% 66.0% 100.0%  50.0%
Industrial Prod 13.5% 10.8% 17.1% 100.0% 1.3% 60.0% 60.0%
Construction 5.3% 3.0% -50.7% 0.0% -19.9%  100.0% 0.0%
Conglomerates 20.0% 21.4% - - - - -
Computer & Tech 4.3% 31% -40.8% 66.7% -26.7% 66.7% 33.3%
Aerospace 20.0% 17.4% 20.8% 0.0% 16.0% 0.0% 0.0%
Qils/Energy 0.0% 0.0% - - - - =
’ Finance l 1.8% ’ 2.0% -19.1% 66.7% -8.5% 33.3% 0.0%
Utilities 0.0% 0.0% - - - - -
’Transportation ‘ 6.3% ’ 4.4% 1450.0% 100.0% 5.6% 0.0% 0.0%
Business Svcs 3.0% 0.8% - - - - -
S&P 600 3.8% 3.6% -22.6% 69.6% 1.2% 56.5% 34.8%
Excluding Finance 4.6% 4.2% -23.6% 70.0% 1.8% 60.0% 40.0%
’Excluding Qil 4.0% ’ 3.9% ’ -22.6% l 69.6% 1.2% l 56.5% ’ 34.8% ’

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

For the S&P 600 index, total 2023 Q4 earnings or aggregate net income are expected to
be down -10.7% from the same period last year on -0.7% lower revenues, as the summary
table below shows.
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Zacks Sectors Year-over-Year Growth - S&P 600
Earnings Revenues Margins

4Q23E 3Q23 4Q23E 3Q23 4Q23E 3Q23
Cons. Staples -14.4% -10.0% 4.9% 2.1% -0.7% -0.5%
Cons. Discretionary -9.3% -5.4% -3.9% 1.2% -0.3% -0.4%
Retail/lWholesale 5.8% -19.0% 0.7% 0.0% 0.2% -0.8%
Medical -12.3% -36.2% 6.6% 5.3% -0.8% -2.6%
Autos -9.9% -25.9% -0.9% 10.1% -0.2% -1.6%
Basic Materials -31.5% -30.8% -1.4% 9.1% -1.7% -1.5%
Industrial Products -11.5% -5.6% -1.7% -3.3% -0.6% -0.2%
Construction -17.7% -13.9% -10.5% -9.2% -0.7% -0.5%
Conglomerates 5.0% 23.4% -3.9% -6.4% 0.5% 24%
Technology -26.0% -66.2% -3.6% -2.6% -1.5% -4.1%
Aerospace 7.3% 56.3% 9.5% 18.5% -0.1% 1.4%
OilEnergy -35.4% -28.5% -6.5% -12.4% -2.1% -1.2%
Finance 12.3% 14.0% 5.0% -0.1% 1.0% 1.4%
Utilities 31.1% 6.7% 0.7% 1.5% 1.7% 0.2%
Transportation -58.4% -52.6% -3.1% -5.5% -2.8% -3.6%
Business Services -55.5% -28.4% -2.7% -3.9% -2.6% -1.3%
S&P 600 -10.7% 17.2% -0.7% -2.4% -0.6% -1.0%
ex Finance -20.1% -25.7% -1.5% -2.8% -1.0% -1.4%
ex Oil/Energy -7.7% -15.7% -0.1% -1.2% -0.5% -1.0%

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

The Detailed Small-Cap Earnings Picture (S&P 600)

Let’s take a look at how consensus earnings expectations for 2023 Q4 compared to what
companies earned in the last few quarters and what they are expected to earn in the
coming quarters.
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Quarterly Earnings Growth

Earnings Growth (YoY)

3Q24E  2Q24E  1Q24E  4Q23E 3023 2023 1Q23 4Q22  3Q22

Consumer Staples 8.6% 15.9% 74% | -144% | -100% @ -16.1% | -264% | 98% @ -1.6%
Consumer Discrt 11.2% 5.3% 98% | -93% | -54% 9%  -364% 207%  -22.4%
Retail 12.6% 60%  -52% | 58% | -190% @ -127% | -192% | -22.7% | -22.5%
Medical 11.2% 102%  24% | -123% | -362%  -140% 612% -669%  -204%
AutofTires/Trks 22.0% 96%  406% | -99% | -259% | -22% @ -473% | -257% @ 355%
Basic Materials 15.7% 11.0%  147% | -31.5% | -308% 432% -12% 149%  70.9%
Industrial Prod 5.8% 07%  -118% | -11.5% | -56% | -88% = 42% | -5.1% 0.4%
Construction -4.7% 0.1% 96% | 17.7% | -139% 21.3% -323% 46%  29.3%
Conglomerates 5.1% 193%  06% | 5.0% | 234% | 368% | 50% | -225% @ 64%
Computer & Tech 182.1% 142%  -575% | -26.0% | -662% -352%  522% -148%  -7.9%
Aerospace 11.3% 219%  -05% | 7.3% | 53% @ 54% | 231% | 22% | -16.7%
Qils/Energy 17.1% A0%  -26.5% | -354% | -28.5% NIM NM  2474%  383.1%
Finance 37.6% 469%  221% | 123% | 140% @ -255% @ -44% | -196% @ -40.0%
Utilities 5.9% S1% 2% | 3M4% | 67%  -217% 256% -105%  -26.2%
Transportation 71.4% -1.3% 25% | -584% | 526%  132% @ -207% | 10.3% = 312%
Business Svcs -2.1% 19.7%  481% | -55.5% | -284%  -151%  289% -37.1%  -32.0%
S&P 600 24.6% 118%  68% | -107% | 17.2%  -18.7% @ -82% | -151%  -8.2%
Excluding Finance 19.2% 01%  -174% | -201% | -257%  -162%  -95% -131%  7.3%
Excluding Oil 254% 131%  43% | -1.7%  -15.7% @ -216% @ -143% | 223% @ -16.7%

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

www.zacks.com 24



January 17, 2024

Quarterly Revenue Growth

Revenue Growth (YoY

3Q24E 2Q24E  1Q24E  4Q23E  3Q23 2Q23 1Q23 4Q22  3Q22

Cons. Staples 5.1% 9.2% 7.7% 4.9% 2.1% 1.7% -1.9% 0.7% 1.8%
Cons. Discretionary 2.1% 0.8% 07% | -3.9% 1.2% 0.7% 0.0% 3.3% -0.9%
RetailWholesale 2.7% 2.5% 1.8% 0.7% 0.0% -0.4% 0.5% 7.0% 9.3%
Medical 4.0% 2.0% 5.5% 6.6% 5.3% 7.0% 05%  -21% 11.9%
Autos 4.4% 3.4% 2.4% 09% | 101% | -28% | -43% | 39% 15.2%
Basic Materials 2.7% 4.8% 1.9% -1.4% -9.1% 4.5% 6.3%  174%  27.3%
Industrial Products 3.3% 2.0% -0.5% -1.7% -3.3% -2.9% 1.8% 5.4% 7.7%
Construction 5.8% 4.3% -06% | -10.5% | -92%  -126% -102%  6.9% 14.0%
Conglomerates 1.3% 1.2% 1.7% -3.9% -6.4% -103% | -8.6% 6.1% 6.2%
Technology 18.8% 170%  133% | -3.6% -2.6% 27%  08%  1.3% 4.0%
Aerospace 7.1% 7.8% 4.9% 9.5% 18.5% 1M12% | 122% @ 8.3% 0.3%
QilEnergy 2.9% 9.3% 03% | -6.5% | -124% -219% 123% 316%  66.0%
Finance 1.4% 5.5% 9.6% 5.0% 01% | -126% | -128% | -5.6% 5.9%
Utilities 3.2% 14% 0.3% 0.7% 1.5% 2.3% 6.8%  103%  11.6%
Transportation 5.9% 1.1% 30% | -3.1% -5.5% 56% | 206% | 23.7% | 38.0%
Business Services 0.0% -1.7% -4.7% -2.7% -3.9% -3.3% 09%  -2.8% 4.1%
S&P 600 4.3% 4.9% 3.3% 0.7% | -24% 53% | 03% @ 58% 13.4%
ex Finance 4.8% 4.8% 2.3% -1.5% -2.8% -4.1% 1.9% 1.7% 14.7%
ex Oil/Energy 4.4% 4.5% 3.6% -0.1% -1.2% 32% | -15% | 35% 9.1%

Source: Zacks Investment Research, Inc.

Data as of: January 17, 2024 www.zacks.com

The next two tables present the same data in a different format — instead of year-over-
year growth rates, we have the dollar level of total earnings and revenues for each of
these quarters.
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Total Quarterly Earnings

Zacks Sectors

3Q24E

2Q24E

Quarterly Earnings (billion dollars

1024 4Q23E 3025 2023 1023 4Q22 302

Source: Zacks Investment Research, Inc.

Data as of:

January 17,2024

Cons. Staples 0.89 097 058 0.65 0.82 0.83 0.54 0.76 091
Cons. Discretionary 127 147 1.03 147 1.14 140 0.94 1.30 1.21
RetailWholesale 1.78 1.93 1.66 2.05 1.58 2.05 1.75 1.94 1.95
Medical 0.96 0.95 0.81 0.85 0.86 1.06 0.79 097 1.35
Autos 0.36 0.39 0.26 0.14 0.29 0.36 0.19 0.16 040
Basic Materials 090 1.06 1.32 0.68 0.78 0.95 115 0.99 113
Industrial Products 141 1.50 127 1.03 1.33 149 144 1.16 141
Construction 142 1.31 0.90 110 149 1.31 1.00 1.34 1.73
Conglomerates 0.28 0.25 0.19 0.16 0.27 0.31 0.19 0.16 0.22
Technology 1.53 1.39 107 1.24 0.54 122 251 168 161
Aerospace 0.14 013 013 0.10 0.13 0.10 013 0.09 0.08
QillEnergy 197 182 163 1.45 168 184 2.22 2.25 2.35
Finance 7.09 721 6.48 6.65 515 491 5.31 5.93 4.52
Utiliies 0.22 0.18 0.27 0.34 0.21 0.19 0.28 0.26 0.19
Transportation 0.88 0.83 0.22 0.28 0.51 0.90 0.22 0.68 1.09
Business Senvices 0.67 0.64 0.57 0.36 0.68 0.80 1.09 0.82 0.95
S&P 600 21.77 2203 1838 1828 1747 1971 1972 2048  21.09
ex Finance 14.68 14.81 1191 163 1232 1480 1442 1456 1657
ex- Qil 19.80 20.21 1675 1683 1579 1787 = 1750 | 1823 = 1875

www.zacks.com
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Total Quarterly Revenues

Quarterly Revenues (billion dollars)

3Q24E  2Q24E 1Q24E 4Q23E Q421 2Q23 1023 4Q22  3Q22

Cons. Staples 21.87 22.68 2129 22.03 20.80 20.77 19.77 21.00 20.37
Cons. Discretionary 21.18 21.72 2031 21.56 20.76 2154 2046 2244 20.52
RetailWholesale 50.28 50.16 4976  53.02 4895  48.94 4887 52.64 48.95
Medical 22.68 22.53 2208 2195 21.81 2210 2092 2059 20.71
Autos 9.07 8.26 7.81 7.32 8.69 7.99 7.63 7.39 7.89
Basic Materials 16.88 18.58 1830  17.99 16.43 17.73 1796  18.24 18.08
Industrial Products 20.23 20.85 1985  19.77 1959 2044 1995 2010 20.26
Construction 16.11 15.53 1325  14.46 15.23 14.89 1334 16.15 16.77
Conglomerates 2.76 2.83 292 2.59 2.73 2.80 2.6 2.70 291
Technology 29.87 29.53 2836 2513 2515 2524 2503  26.07 2581
Aerospace 2.29 2.24 2.24 2.07 2.14 2.08 213 1.89 1.81
Qil/Energy 31.99 31.29 3048  30.36 3110 2862 30.57 3246 35.52
Finance 45.82 4437 4203 4258 45.21 42.05 3836 4056 4527
Utilities 449 4.31 4.66 4.69 4.35 4.25 4.64 4.66 428
Transportation 14.86 14.35 1299  13.38 14.04 14.18 1339 13.80 14.86
Business Services 17.32 16.89 16.70  16.86 17.32 17.19 1753  17.33 18.02
S&P 600 327,711 32611 313.04 31576 31429 31082  303.18 318.03 322.03
ex Finance 28188 28174 27102 27318  269.08  268.77 26482 27746 276.76
ex Oil/Energy 29572 29482 28256 28540  283.19 28220 27261 285.56 286.51

Source: Zacks Investment Research, Inc.

Data as of: - January 17,2024 7 7 7 7 7 www.zacks.com
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Looking at the small-cap index on an annual basis, total 2023 earnings are currently
expected to be down -7.2% on -7.4% lower revenues.

The chart below shows the small-cap index’s annual earnings and revenue growth.

Annual Earnings & Revenue Growth Rate - S&P 600
115% 113.9%
95%
75%
55%
35%, 15.8% 46 10 13.7%
15% 129 27 VREELY P4z g 39%
-5% — = ‘\
259, -6.0% =1.2% 7.4%
-45% -37.9%
2019 2020 2021 2022 2023 2024  2025F

Source: Zacks Investment Research, Inc.

The chart below represents the small-cap index’s total earnings instead of the growth
rates as a way to show the hit to earnings as a result of the pandemic.
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Section 6: Market Cap vs. Total Earnings

The charts below show the share of total forward 12-month earnings (next four quarters)
as well as the share of total market capitalization for each of the 16 Zacks sectors in the
S&P 500 index. Since the S&P 500 is a market-cap-weighted index, each sector’'s market

cap share is also its index weight.

The Finance and Technology sectors account for the lion’s share of the index’s total
market capitalization and also bring in a big proportion of its total earnings. Technology

is by far the biggest earnings contributor, as you can see in the charts below.

Relative market cap weights in the small-cap S&P 600 index are totally different from the
large-cap index. The Finance sector is a much bigger part of the small-cap index, while

the Tech sector is a significantly smaller part.
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% Share FTM Earnings (S&P 500)
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Want more information about this report or about Zacks Investment Research?

Contact Terry Ruffolo at 312-265-9213 or at truffolo@zacks.com

Visit the Zacks Media Room at zacks.com/media-room

Disclosure: This material is being provided for informational purposes only and nothing herein constitutes
investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No
recommendation or advice is being given as to whether any investment or strategy is suitable for a particular
investor. It should not be assumed that any investments in securities, companies, sectors or markets
identified and described were or will be profitable. All information is current as of the date of herein and is
subject to change without notice. Any views or opinions expressed may not reflect those of the firm as a

whole.
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