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Broad-Based Growth Expected in 2025

Here are the key points:

e For 2024 Q4, total S&P 500 earnings are currently expected to be up +7.4% from the
same period last year on +4.8% higher revenues.

e Q4 earnings growth improves to +9.6% once the Energy sector’s drag is removed from
the aggregate numbers, but the growth pace drops to +3.8% once the Tech sector’s
substantial contribution is excluded.

e Estimates for the period came down since the quarter got underway, but the magnitude
of revisions compares favorably to what we had seen in the comparable period of the
preceding period.

e The negative revisions trend is broad-based, with 12 of the 16 Zacks sectors suffering
estimate cuts since the start of Q4 and five sectors enjoying positive estimate revisions.

e Sectors suffering negative revisions to Q4 earnings estimates include Industrial
Products, Aerospace, Energy, Conglomerates, Medical, Basic Materials, Consumer
Staples, and others.

e Q4 earnings estimates for the Tech, Finance, Consumer Discretionary, and Business
Services sectors have increased.

e Q4 earnings are expected to be above the year-earlier level for 9 of the 16 Zacks
sectors, with Medical (earnings growth of +12.3%), Tech (+14.9%), and Finance
(+12.7%) as the sectors enjoying significant earnings growth.

e Q4 earnings are expected to be below the year-earlier level for 7 of the 16 Zack sectors,
with the Energy (earnings decline of -22.6%), Aerospace (-20.1%), Conglomerates (-
14.4%) as the notable decliners.
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e Q4 earnings for the ‘Magnificent 7’ group of companies are expected to be up +20.9%
from the same period last year on +12.3% higher revenues. Excluding the ‘Mag 7’
contribution, Q4 earnings for the rest of the index would be up only +3.2% (vs. +7.4%).

e The early Q4 earnings results from companies with fiscal quarters ending in November
have started coming out already. For the 19 index members that have reported such Q4
results already, total earnings and revenues are up +23.3% and +4.8% from the same
period last year, respectively.

e Looking at the calendar year picture, total S&P 500 earnings are expected to grow by
+8.3% this year and +13.6% next year. Excluding the Energy sector, full-year 2024
earnings are expected to be up +10.2%, followed by +14.1% in 2025.

e All 16 Zacks sectors are expected to enjoy positive earnings growth in 2025, with nine
expected to have double-digit earnings growth. These include Aerospace (+60.6%),
Consumer Discretionary (+26.4%), Medical (+22.8%), Tech (+16.9%), Basic Materials
(+14.6%), Retail (+10.6%), Business Services (+11.6%), Conglomerates (+11.1%), and
Transportation (+15.1%).

e Excluding the Mag 7, whose 2025 earnings are expected to be up +15.6%, total
earnings for the rest of the S&P 500 index would be up +13%.

e The implied ‘EPS’ for the S&P 500 index, calculated using the current 2024 P/E of
25.5X and index close, as of January 7th, is $232.01. Using the same methodology, the
index ‘EPS’ works out to $263.60 in 2025 (P/E of 22.4X). The multiples have been
calculated using the index’s total market cap and aggregate bottom-up earnings for
each year.

e Using the same methodology of market cap and aggregate bottom-up earnings
estimates, the index P/E works out to 19.4X for 2025 on an ex-Mag 7 basis. The Mag 7
companies are currently expected to bring in 23.4% of total S&P 500 earnings in 2025
and 33.5% of the index’s total market capitalization.

Tech Driving Earnings Growth

The Tech sector has been a significant growth driver in recent quarters, and the trend is
expected to continue in 2024 Q4 and beyond. For Q4, Tech sector earnings are expected
to be up +14.9% from the same period last year on +10.4% higher revenues, the 6™
quarter in a row of double-digit earnings growth.
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This would follow the sector’s +22.6% earnings growth on +11% higher revenues in 2024
Q3. As the chart below shows, the sector’s growth trajectory is expected to continue in
the coming quarters.
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In addition to the Tech sector’s strong growth profile, the sector is also among the few
sectors whose earnings outlook is steadily improving. This shows up in the revisions trend
for the Tech sector for both Q4 and full year 2025.

Take the examples of Nvidia (NVDA) and Meta Platforms (META). The current Q4 Zacks
Consensus EPS estimate for Nvidia of 84 cents is up from 78 cents two months back.
The same consensus EPS estimate for Meta of $6.76 has increased +7.1% over the last
two months.

The Earnings Big Picture

The chart below shows expectations for 2024 Q4 in the context of what was actually
achieved in the preceding four periods and what is currently expected for the next three
quarters.
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Quarterly Earnings & Revenue Growth (YoY)
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The chart below shows the overall earnings picture on an annual basis.
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As you can see, the expectation is for double-digit earnings growth in each of the next
two years, with the number of sectors enjoying strong growth notably expanding from the
narrow base we have been seeing lately.

Tech sector earnings are expected to be up +16.9% in 2025, which would follow the
sector's +20.0% earnings growth in 2024. But even excluding the Tech earnings, S&P
500 earnings would be up +12.3% in 2025, with nine of the 16 Zacks sectors expected to
enjoy double-digit earnings growth.
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The Report in Detail

Note: This report has six sections. The first section, titted 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
Q4 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, titted 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 — 2024 Q4 Earnings Season Scorecard

The Q4 earnings season will really get underway when JPMorgan and the other banks
start reporting December-quarter results on January 15". However, the Q4 reporting
cycle has actually gotten underway already, as companies with fiscal quarters ending in
November that have been reporting in recent weeks get counted as part of the 2024 Q4
tally.

Through Wednesday, January 8th, we have seen such early Q4 results from 19 S&P 500
members, which includes Oracle, Adobe, Costco, General Mills, and others. Total
earnings for these 19 companies are up +23.3% from the same period last year on +4.8%
higher revenues, with 63.2% of the companies beating both EPS and revenue estimates.
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The comparison charts below show how the earnings and revenue growth rates for these
19 index members compare to other recent periods.
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The comparison charts below show how the EPS and revenue beats percentages for
these 19 index members compare to other recent periods.
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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
+7.4% from the same period last year on +4.8% higher revenues. The summary table
below shows the blended or composite Q4 expectations and the actuals for the preceding
period (2024 Q3).
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S&P 500 Summary Picture

Zacks Sectors Year-over-Year Growth
Earnings Revenues

24 3Q24 4Q24E 3Q24
Cons. Staples -0.9% 3.4% 0.7% 0.0% -0.19% 0.4%
Cons. Discretionary 8.1% 12.3% 2.6% 2.9% 0.46% 1.0%
Retail/Wholesale 7.2% 12.1% 4.0% 5.2% 0.16% 0.36%
Medical 12.3% 11.3% 8.7% 11.6% 0.26% 0.0%
Autos 0.2% 8.5% 1.4% 5.8% -0.06% 0.2%
Basic Materials -3.6% -6.8% -0.6% 1.6% -0.25% -0.8%
Industrial Products -6.8% -6.8% -2.5% -5.1% -0.63% -0.3%
Construction -4.3% -2.5% 1.6% 2.1% -0.69% -0.6%
Conglomerates -14.4% -10.6% -6.8% -10.6% -1.57% 0.0%
Technology 14.9% 22.6% 10.4% 11.0% 0.94% 2.3%
Aerospace -20.1% -71.8% -1.7% 4.0% -1.41% -4.3%
Oil/Energy -22.6% -22.9% 0.9% -2.7% -2.45% -2.2%
Finance 12.7% 5.9% 5.1% 5.9% 1.24% 0.0%
Utilities 6.7% 12.2% 7.6% 3.7% -0.10% 1.3%
Transportation 6.9% -0.1% -5.5% -3.5% 1.04% 0.3%
Business Services 7.2% 12.2% 5.4% 4.8% 0.42% 1.7%
S&P 500 7.4% 8.3% 4.8% 5.5% 0.30% 0.34%
ex Finance 6.2% 8.9% 4.7% 5.4% 0.2% 0.4%
ex Oil/Energy 9.6% 10.8% 5.1% 6.2% 0.51% 0.5%
ex Tech 3.8% 2.9% 5.6% 6.2% -0.12% -0.2%
Source: Zacks Investment Research, Inc.
Data as of: 1/8/25 www.zacks.com

Seven of the 16 Zacks sectors are expected to earn less in 2024 Q4 relative to the year-
earlier period. These include Cons. Staples (-0.9%), Basic Materials (-3.6%), Industrial
Products (-6.8%), Construction (-4.3%), Conglomerates (-14.4%), Aerospace (-20.1%),
and Energy (-22.6%).

www.zacks.com 7



January 8, 2025

On the positive side, nine of the 16 Zacks sectors are projected to post growth, including
Autos (+0.2%), Cons. Discretionary (+8.1%), Retail (+7.2%), Medical (+12.3%),
Technology (+14.9%), Finance (+12.7%), Utilities (+6.7%), and Business Services
(+7.2%).

The chart nearby shows the absolute quarterly dollar total for 2024 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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As you can see above, the quarterly earnings tally is on track to be the second highest
ever behind 2024 Q3, even though the year-over-year growth rate represents a
deceleration from the last few quarters.

Total Tech sector earnings are expected to grow +14.9% in Q4 on +10.4% higher
revenues, which follows earnings growth of +22.5% on +11.0% higher revenues in the
preceding quarter (2024 Q3). The Tech sector’s growth pace is expected to continue, as
shown below.
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Technology Sector Quarterly Growth Rates
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The Magnificent 7

For the ‘Mag 7' companies - Microsoft, Alphabet, Meta, Apple, Tesla, Nvidia, and Amazon
- total Q4 earnings are expected to be up +20.9% on +12.3% higher revenues. This
follows the group's +32.9% earnings growth in Q3 on +15.4% higher revenues, as the
chart below shows.

The Magnificent 7 - Quarterly Earnings & Revenue Growth
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Mag 7 include: AAPL, AMZN, META, GOOGL, M5FT, NVDA, TSLA.
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The chart below shows the group’s earnings picture on an annual basis.

Earnings & Revenue Growth - The Maq7
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Mag 7 - AAPL, AMZN, MSFT, GOOGL, META, NVDA, TSLA.

The charts below show the dollar-level Mag 7 earnings and revenues, estimates for the
current year and the next two, and actuals for the preceding six years.
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The Mag 7 stocks accounted for 23.1% of all S&P 500 earnings in 2024 Q3, with the
proportion expected to increase to 25.9% in 2024 Q4. The chart below shows the group’s
earnings contribution on an annual basis.
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Section Three - The Context

Let’'s compare earnings expectations for 2024 Q4 to what companies earned in the last few
guarters and what they are expected to earn in the coming quarters.

Table 2 — Earnings Growth Context

7acks Sectors Earnings Growth (YoY)

3Q25E 2025E  1Q25E 4Q24  3Q24 2024 1Q24 4023  3Q23
Consumer Staples 4.8% 3.5% -1.0% -0.9% 3.4% 3.1% 5.1% 4.1% 4.0%
Consumer Discrt 4.2% 108.6%  3.3% 8.1% 123% -41.0% 231%  329%  49.8%
Retalil 11.0% 7.4% 7.7% 7.2% 121% 161%  282%  331%  253%
Medical 13.8% 131%  404% | 123% | 113% 192% -240% -169% -16.1%
Auto/Tires/Trks 1.3% 3.6% 1.7% 0.2% 85%  -14.6% -196%  -332%  -6.9%
Basic Materials 18.8% 5.6% 2.7% -3.6% -68% -122% -203% -23.0% -21.8%
Industrial Prod 6.8% 1.2% -6.7% -6.8% -68%  -32% 3.9% 147%  10.1%
Construction 10.8% 4.9% -32% | -4.3% 25%  56% @ 13.2% 1.5% 1.1%
Conglomerates 6.9% 5.1% 09% | -144% | -106%  -5.8% 0.0% -9.4% -9.3%
Computer & Tech 11.6% 152%  133% | 149% | 226% 228% 294%  27.0% 24.2%
Aerospace 431.1% 31.7% 95% | -201% | -718% -9.4% 7.8% 141%  54.5%
Oils/Energy 16.2% -1.4% -95% | -226% | -229% 04%  -23.8% N/M N/M
Finance 7.9% 11.1% 7.0% 12.7% 5.9% 10.7%  12.0% 12.8% 9.9%
Utilities -6.3% 6.8% 13.1% 6.7% 122% 137% 100%  179% 51%
Transportation 17.4% 128%  21.4% 6.9% 01%  -53% NM N/M N/M
Business Svcs 8.8% 9.4% 5.6% 1.2% 122% 11.0%  142% 10.0%  11.1%
S&P 500 11.2% 122%  10.4% 7.4% 83%  102%  7.2% 7.3% 4.1%
Excluding Finance 11.9% 12.5% 11.3% 6.2% 89%  10.1% 6.0% 6.2% 2.9%
Excluding Qil 10.9% 131%  11.7% 9.6% 108% 109%  10.1%  10.8%  9.2%
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 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.

www.zacks.com 12



January 8, 2025

Table 3 — Revenue Growth Context

Zacks Sectors Revenue Growth (YoY)

3Q25E 2025E  1Q25E 4Q24E 3Q24 2024 1Q24 4023 3023
Cons. Staples 3.2% 2.5% 1.4% 0.7% 00%  -06%  23% 19%  43%
Cons. Discretionary 2.4% 3.1% 2.3% 2.6% 2.9% 1.3% 3.2% 4.9% 8.8%
Retail/Wholesale 5.1% 5.4% 5.3% 4.0% 52%  44% 5.0% 7.0% 5.7%
Medical 6.0% 6.1% 6.9% 8.7% | 116% 84% 6.8% 71%  6.6%
Autos 1.5% 0.8% 3.0% 1.4% 5.8% 4.0% 1.4% 2.9% 8.9%
Basic Materials 0.7% 3.1% 1.8% -0.6% 16%  -45%  -5.6% 6.1% -11.6%
Industrial Products 3.7% 1.4% -1.8% -2.5% S51% -34% -2.8% 0.6% 0.3%
Construction 9.9% 6.0% 4.0% 1.6% 2.1% 4.8% 1.4% 5.1% 5.7%
Conglomerates 4.0% 4.4% -4.9% -6.8% | -10.6% -124% -48% -6.9% -3.3%
Technology 12.0% 110%  109% | 10.4% 11.0%  10.6% 9.0% 7.8% 3.9%
Aerospace 9.3% 6.7% 5.3% -1.7% 4.0% 4.5% 1.2% 7.8% 9.2%
Oil/Energy 0.0% -4.2% -0.3% 0.9% 27% 105%  -16% @ -112% -16.8%
Finance 4.6% 4.1% 2.9% 5.1% 5.9% 5.8% 1.3% 8.5% 6.0%
Utilities 4.5% 5.9% 8.2% 7.6% 3.7% 3.5% -9.0% -6.9% -6.7%
Transportation 4.8% 3.8% -3.5% -5.5% -3.5%  -41% 0.9% -4.3% -1.0%
Business Services 7.9% 6.0% 9.6% 5.4% 4.8% 6.7% 1.5% 8.0% 8.7%
S&P 500 5.6% 4.9% 4.9% 4.8% 5.5% 5.5% 4.4% 3.9% 2.1%
ex Finance 5.8% 5.1% 5.2% 4.71% 5.4% 5.5% 4.0% 3.3% 1.5%
ex Oil/Energy 6.1% 5.8% 5.3% 5.1% 6.2% 5.1% 5.0% 5.4% 4.3%
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 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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Table 4 — Total Quarterly Earnings

Zacks Sectors Quarterly Earnings (billion dollars)

3025E  2025E 102E 4024 3024 2024 1Q24 4023 3023
Cons. Staples 28.7 28.0 24.8 244 214 21.0 250 24.6 26.5
Cons. Discretionary 226 185 161 159 217 89 156 14706 193
RetailWholesale 504 48.1 421 427 454 448 39.1 39.8 405
Medical 76.7 722 684 | 609 675 639 487 543 606
Autos 9.8 9.6 8.7 13 9.7 9.3 8.6 13 9.0
Basic Materials 118 115 9.6 8.6 99 10.9 9.3 8.9 10.7
Industrial Products 116 118 108 101 109 117 116 108 117
Construction 84 18 54 6.3 7.6 74 5.6 6.6 18
Conglomerates 43 42 42 40 40 40 42 46 45
Technology 1942 1788 1702 | 181 | 1740 1553 1502 1611 1420
Aerospace 8.3 8.1 1.2 6.3 16 6.1 6.6 79 56
QilEnergy 334 311 216 | 266 287 315 305 44 372
Finance 104.7 1062 1055 | 978 971 957 986 86.7  9L7
Utilities 18.1 139 17.3 129 193 130 15.3 12.1 172
Transportation 121 135 8.8 108 103 119 7.2 101 103
Business Senices 223 216 202 199 205 197 191 186 183
S&P 500 617.7 5847 5469 | 5395 | 5557 5209 4953 5025 5129
ex Finance 513.0 4784 4414 | 4418 | 4586 4252 3967 4158 4212
ex-Oil 584.4 5536 5193 | 5129 | 5269 4893 4648 4681 4756
Source: Zacks Investment Research, Inc.
Data as of; January 8, 2025 VWww.zacks.com
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Table 5 — Total Quarterly Revenues

Zacks Sectors Quarterly Revenues (billion dollars)

3Q25E 2Q25E 1Q25E 4Q24E  3Q24 24
Cons. Staples 207.0 207.7 195.6 207.8 200.6 202.6 193.0 206.3 200.6
Cons. Discretionary 181.7 174.5 168.5 177.4 177.4 169.3 164.6 173.0 172.3
Retail/Wholesale 825.8 790.0 765.9 813.3 785.6 749.6 727.5 781.8 746.8
Medical 799.0 769.7 748.6 758.9 754.1 725.3 700.1 698.3 675.7
Autos 142.3 143.8 132.0 137.4 140.2 142.7 128.1 135.6 132.5
Basic Materials 113.4 112.7 109.3 108.2 112.7 109.4 107.3 108.8 110.9
Industrial Products 79.0 80.3 77.4 74.6 76.2 79.1 78.8 76.5 80.3
Construction 65.8 62.8 54.1 57.0 59.9 59.2 52.0 56.1 58.6
Conglomerates 22.7 22.5 21.8 22.2 21.8 21.6 22.9 23.9 24.4
Technology 785.0 751.2 727.6 771.9 700.9 676.8 655.8 699.4 631.5
Aerospace 107.5 105.3 99.6 103.1 98.4 98.6 94.6 104.9 94.6
Oil/Energy 340.7 334.9 3247 331.7 340.9 349.6 325.6 328.6 3504
Finance 559.7 555.6 546.0 532.2 534.9 533.8 530.7 506.5 504.9
Utilities 115.1 102.3 1125 105.8 110.1 96.6 104.0 98.4 106.2
Transportation 123.4 122.3 113.3 120.1 117.8 117.9 117.5 127.0 122.0
Business Services 85.3 84.1 81.2 80.5 79.0 79.4 76.9 76.4 75.5
S&P 500 4553.5 4419.7 4278.1 4402.0 4310.4 4211.4 4079.6 4201.4 4087.4
ex Finance 3993.7 3864.1 3732.2 3869.8 3775.5 3677.6 3548.8 3694.9 3582.5
ex Oil/Energy 4212.7 4084.8 3953.5 4070.4 3969.5 3861.8 3754.0 3872.7 3737.0
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 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 2024 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).

For the coming quarters, including the still-to-come 2024 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.
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Section 4 - Annual Earnings

Total earnings or aggregate net income for the S&P 500 index for 2024 are expected to be up
+8.3% on +2.1% higher revenues, with 2025 earnings expected to be up +13.6% on +5.4%
higher revenues. Earnings growth for 2024 improves to +10.2% on an ex-Energy basis.

Table 6 — Summary Annual Earnings Picture

Annual Summary - Year-over-Year Change

Earnings Revenues Margins
2025E 2024 2023 2025E 2024 2023 2025E 2024 2023
Cons. Staples 4.5% 1.9% 2.7% 2.3% -0.3% 3.2% 0.28% 0.28% -0.07%
Cons. Discretionary 26.4% 2.1% 24.2% 2.7% 2.9% 11.0% 2.00% -0.07% 0.92%
Retail/Wholesale 10.6% 14.4% 19.5% 5.3% 4.6% 5.7% 0.28% 0.48% 0.59%
Medical 22.8% 4.4% -22.0% 6.7% 9.5% 5.0% 1.23% -0.40% -2.98%
Autos 9.6% -10.6% -5.2% 1.6% 1.3% 13.3% 0.48% -0.81% -1.35%
Basic Materials 14.6% -11.7% -26.5% -0.2% 3.1% -13.1% 1.29% -1.45% -1.84%
Industrial Products 2.8% -2.9% 16.9% 0.9% -4.6% 7.0% 0.26% 0.25% 1.18%
Construction 5.5% 2.4% -5.9% 3.7% 9.3% 4.8% 0.20% -0.77% -1.41%
Conglomerates 11.1% -1.1% -15.0% 5.4% -1.4% -3.2% 1.00% 0.06% -2.51%
Technology 16.9% 20.0% 8.8% 10.9% 1.3% 2.6% 1.25% 2.43% 1.17%
Aerospace 60.6% -21.71% 16.5% 7.9% 4.9% 8.0% 2.53% -1.75% 0.51%
QilEnergy 6.2% -16.3% N/M -0.1% -0.8% -15.1% 0.56% -1.64% -1.90%
Finance 7.4% 13.0% 8.1% 4.71% -11.8% 22.9% 0.48% 4.12% -2.01%
Utilities 8.9% 8.6% 8.9% 3.5% 3.5% -0.7% 0.73% 0.66% 1.18%
Transportation 15.1% 0.3% N/M 4.3% -5.4% -0.4% 0.90% 0.49% -0.68%
Business Services 11.6% 10.2% 9.6% 1.7% 6.1% 9.1% 0.89% 0.92% 0.12%
swes | oew | e | ome | s [ am [ ame | oo | omw | oo |
ex Finance 15.1% 1.2% -2.1% 5.5% 4.4% 2.0% 1.04% 0.30% -0.53%
ex OillEnergy 14.1% 10.2% 2.2% 5.8% 2.3% 6.8% 0.98% 0.91% -0.52%

Source: Zacks Investment Research, Inc.

Data as of: January 8, 2025 www.zacks.com
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Table 8 — Annual Earnings Growth

Earnings Growth (YoY)
2026 20258 2024 2023 2022 2021 2020 2019

Consumer Staples 8.6% 4.5% 1.9% 2.7% 3.9% 11.8% 2.3% 2.4% 10.3%
Consumer Discrt 157%  264% 2.1% 2420  536% - 1414%  -185%  134%  156%
Retail 14.8% 106% | 14.4% 195%  -159%  39.8% 4.4% 6.0% 25.1%
Medical 102%  22.8% 4.4% -22.0% 76% 26.1% 10.3% 8.7% 14.0%
AutofTires/Trks 11.7% 96% | -10.6% 52%  391%  1050%  -197% @ -123%  -0.2%
Basic Materials 16.3% 146% | -117% | -26.5% 31%  1081%  -86%  -148%  3L9%
Industrial Prod 10.3% 2.8% -2.9% 169%  122%  411%  -154% 2.6% 32.4%
Construction 13.1% 5.5% 2.4% 59%  215%  484%  25%  81%  335%
Conglomerates 8.8% 11.1% -1.1% -15.0% 4.3% 28.7% 1.7% -6.3% 11.3%
Computer & Tech 158% 169% | 20.0% 8.8% -4.7% 41.1% 1.3% -4.6% 21.2%
Aerospace 173%  606% | -2L7% | 165% 03%  1049%  562%  -251%  27.5%
Qils/Energy 18.5% 6.2% | -16.3% NM 1538%  -25631%  -1064%  -3L5%  96.8%
Finance 11.4% 74% 13.0% 8.1% 15.7%  62.2%  -19.0% 38% 21.3%
Utiifies 8.1% 8.9% 8.6% 8.9% 2.9% 2.3% 2.4% 114%  110%
Transportation 12.8% 151% 0.3% NM 51.7%  397.3%  -86.6% 4.4% 8.9%
Business Svcs 12.9% 116% | 10.2% 9.6% 14.4% 20.6% 2.1% 172%  24.6%
S&P 500 134% 13.6% 8.3% 0.9% 55% 505%  -116%  0.2% 23.1%
Excluding Finance 13.9% 15.1% 1.2% 2.1% 111%  47.6% 9.6% -1.2% 23.6%
Excluding Oil 13.2% 141% | 10.2% 2.2% -1.1% 43.1% -8.1% 1.6% 20.6%
Source: Zacks Investment Research, Inc.

Data as of. January 8, 2025 Wiww.zacks.com
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Table 8 (b) — Aggregate Annual Earnings Totals

Zacks Sectors Annual Eamings (billion dollars)

2025E 2022 2021 2020
Cons. Staples 1156 1065 | 12009 | 1000 974 937 838 819 800 726 683
Cans. Discretionary 870 5.2 595 58.3 469 305 127 58.7 518 48 405
RetailWholesale 2115 1894 | 1712 1496 1252 1489 1065 1021 %3 770 736
Medical 3214 2918 2311 2156 017 2712 2151 1949 17193 1512 417
Autos 412 36.9 336 376 396 285 139 173 197 198 199
Basic Materials 514 442 386 437 595 576 201 303 B 20 238
Industial Products 50.1 454 41 455 389 A7 236 218 211 05 163
Construction 324 286 212 265 282 232 156 128 139 104 93
Conglomerates 190 175 157 169 199 191 148 146 155 140 1271
Technology 8635 M58 | 6317 | 5313 4884 5122 3630 3382 /45 2186 2381
Aerospace 384 321 204 260 23 23 109 28 31 260 228
OilEnergy 1504 1269 | 1195 | 1428 1986 782 3.2 500 B0 31 126
Finance 70 4283 | 3990 | 331 365 315 2389 250 WAL 2342 278
Utlities 701 649 59.6 549 504 490 419 4638 20 318 363
Transportation 522 463 402 401 436 216 56 416 308 6 406
Business Senices 9.5 854 765 69.4 63.3 553 459 469 00  R1 28l
S&P 500 26837 23658 | 20823 | 19232 19403 18395 12225 13835 13858 11256 10184
ex Finance 2067 19374 | 16833 | 15701 16138 14520 9836 10886 11017 8913 7907
ex-Oil 5333 22388 | 19628 | 17804 17418 17613 1256 13336 13128 10885 10058
exTech 18202 16200 | 14446 | 13918 14519 13273 8595 10454 10313 8470 7803
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 www.zacks.com
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Table 9 — Annual Revenues Growth

Zacks Sectors Revenue Growth (YoY)

2026E 2025E 2023 2022 2021 2020 2019
Cons. Staples 32% 2.3% 0.3% 3.2% 10.0% 9.4% 0.5% 5.7% 38%
Cons. Discretionary 4.1% 2.1% 2.9% 11.0% 21.9% 13.6% -15.6% 9.7% 8.6%
RetailWholesale 5.9% 5.3% 4.6% 5.7% 8.2% 12.1% 10.6% 1.3% 7.4%
Medical 6.3% 6.7% 9.5% 5.0% 9.1% 13.6% 9.8% 13.5% 6.9%
Autos 51% 1.6% 1.3% 13.3% 22.8% 14.1% -12.3% -2.2% 6.7%
Basic Materials 4.0% 0.2% 3.1% 131% 114% 31.2% £.3% 5.7% 13.8%
Industrial Products 5.2% 0.9% -4.6% 7.0% 129%  145% -1.5% 1.9% 13.7%
Construction 6.2% 3.7% 9.3% 4.8% 12.7% 19.0% 0.6% 51% 24.9%
Conglomerates 4.7% 54% -14% -3.2% 1.9% 8.5% 0.4% -5.3% 4.5%
Technology 100%  109% 1.3% 2.6% 7.8% 19.5% 3.8% 2.8% 12.4%
Aerospace 7.3% 7.9% 4.9% 8.0% 3.5% 5.0% 1.0% 2.7% -2.9%
QilEnergy 1.0% 0.1% 08% | -151%  449%  671%  -R%  -20% 18.0%
Finance 5.5% A1% | -118% | 229% 6.4% 10.3% 5.1% 5.9% 1.0%
Utiiies 4.3% 35% 35% 0%  162%  142% -1.4% 0.8% 35%
Transportation 54% 4.3% 5.4% 04%  183%  168%  -17.9% 1.4% 6.1%
Business Services 1.3% 1.7% 6.1% 9.1% 10.0% 9.6% 4.4% 9.6% 8.6%
S&P 500 6.5% 54% 2.1% 4.6% 12.5% 17.0% -1.6% 5.0% 8.7%
ex Finance 6.6% 5.5% 4.4% 2.0% 134%  181% -1.0% 4.9% 9.0%
ex OillEnergy 6.4% 5.8% 2.3% 6.8% 9.7% 14.1% 1.1% 5.7% 7.9%
Source: Zacks Investment Research, Inc.
Data as of. January 8, 2025 www.zacks.com
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The Margins Picture

Net margins (aggregate net income divided by aggregate revenues) are expected to be
12.3% in Q4, down from 12.9% in the preceding period and up from 12.0% from the year-
earlier level.

The chart below shows the year-over-year changes in net margins.

. Year-over-Year Change in Net Margins
0

2%

1% 0.86%

04% g, 0. 0.64% @ 0.68%
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3Q23 4023 1Q24 2024 3024 4024 10Q25E 2Q25E 3Q25E
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-0.9%
-1.5%
2%

Source: Zacks Investment Research Inc.

Looking at net margins on an annual basis, full-year 2024 margins are expected to reach
12.3%, up from 2023’s 11.6% and 2022’s 12.2%. The expectation is for margins to rise
next year to 13.3%.

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 their cyclical high point in 2018 due
to the tax cut legislation but modestly contracted the following year (2019) and pulled
back massively in 2020 due to the pandemic. 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
expanding in 2024.
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Quarterly Net Margins (S&P 500)
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15.0% Annual Net Margins (S&P 500)
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A big part of the margin gains this year are coming from the Tech sector, as the chart
below shows.
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The Tech sector's favorable margin outlook reflects the ever-rising share of space’s
profitability from the higher-margin software and services side. Current optimism about
the coming Al boom is likely a big contributor to expectations for next year and beyond.

Beyond the Tech sector, we continue to see 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 must be
mindful of the demand implications of ever-rising prices. Overall, with the inflation
guestion expected to continue moving in the right direction, analysts see margins start to
expand again, as you can see in the charts above.

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

For the S&P 600 index, 2024 Q4 earnings are expected to be up +4.7% from the same
period last year on +4.9% higher revenues, as the summary table below shows.

Zacks Sectors Year-over-Year Growth - S&P 600
Earnings Revenues Margins

4024E 3Q24 4024E 3Q24 4024E 3Q24
Cons. Staples -7.1% -18.1% 0.3% -2.7% -0.2% -0.5%
Cons. Discretionary 20.9% -13.5% 5.2% -1.9% 0.7% -0.9%
Retail/Wholesale -13.8% -10.8% -1.1% 0.0% -0.6% -0.3%
Medical -0.1% 2.1% 6.2% 7.2% -0.4% -0.3%
Autos 10.7% 6.9% -3.9% -4.2% 0.3% 0.4%
Basic Materials 1.0% 9.1% -0.3% -0.8% 0.1% 0.5%
Industrial Products -14.4% -13.5% 0.3% 5.7% -0.9% -1.3%
Construction 12.2% -1.4% 36.9% 14.3% -1.4% -1.3%
Conglomerates 62.8% -144.6% -27.3% -30.3% 3.8% -9.1%
Technology -28.3% 81.9% 5.7% 7.4% -1.7% 1.2%
Aerospace 111.1% 20.8% 7.0% 5.6% 2.3% 0.7%
Oil/Energy -35.8% -80.6% -3.5% -5.5% -1.7% -5.1%
Finance 44.2% 2.9% 17.8% 1.5% 2.9% 0.2%
Utilities -27.9% 13.4% 0.6% 1.1% -2.3% 0.8%
Transportation 40.0% -32.4% 11.0% 2.2% 0.4% -1.6%
Business Services -33.0% -25.1% 3.7% -0.7% -1.8% -1.0%
S&P 600 4.7% -12.7% 4.9% 0.9% 0.0% -0.8%
ex Finance -9.7% -18.9% 3.2% 0.9% -0.6% -1.0%
ex Oil/Energy 8.5% -4.3% 5.9% 1.7% 0.1% -0.3%
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 www.zacks.com
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The Detailed Small-Cap Earnings Picture (S&P 600)

Let’s take a look at how consensus earnings expectations for 2024 Q4 compared to
what companies earned in the last few quarters and what they are expected to earn in
the coming quarters.

Quarterly Earnings Growth

Earnings Growth (YoY)

3Q25E 2025E  1Q25E  4Q24E  3Q24 2024 1Q24 4023 3023
Consumer Staples 10.9% 1.3% 6.6% -1.1% | -18.1% 7.2% -68%  -52%  -144%
Consumer Discrt 22.1% 155%  332% | 209% | -13.5% 14%  -42.7%  -32.5% 3.2%
Retail 15.6% 5.3% 40% | -138% | -108%  -168%  -135% @ 9.4% -22.2%
Medical 8.9% 12.3% 39% | -0.1% 2.1% 02%  499% 244%  -20.8%
Auto/Tires/Trks 16.9% 8.1% 3.2% 10.7% 6.9% -156%  43%  -156% @ -23.2%
Basic Materials 29.8% 21.3% 7.0% 1.0% 9.1% -6.1%  -378% -248%  -271.3%
Industrial Prod 17.0% 1.5% A43% | -144% | -135% @ -7.1% @ -16.0% @ 233% @ 15.1%
Construction 28.3% 13.2% 4.7% 122% | -1.4% 152%  178% -146%  -122%
Conglomerates -274.6% -5.9% 400% | 62.8% | -1446%  -136% 3294% -10%  160.8%
Computer & Tech 65.9% 496%  414% | -283% | 819%  -355% -759% 6.6%  -71.1%
Aerospace 28.1% 294%  50.7% | 111.1% | 208% = 26.6%  -224% -405%  31.2%
Qils/Energy 329.4% -4.8% -49% | -358% | -80.6% N/M NM  -511%  -34.8%
Finance 41.2% 170%  424% | 44.2% 2.9% 401%  -134% -145%  13.6%
Utilities 1.9% 12.0% -88% | -27.9% | 134% 2.1% 55.3%  7.2% -14.1%
Transportation 109.9%  -1939.8% -278.0% | 400% | -324%  -104.4% -1264% -782%  -47.5%
Business Svcs -28.5% -238%  492% | -33.0% | -251% @ -378%  -26.3% -345%  -23.7%
S&P 600 40.0% 18.2% 18.7% 4.7% -127%  -66%  -26.7%  -185% @ -16.3%
Excluding Finance 39.3% 18.9% 6.3% 97% | -189%  -214%  -322% -198%  -24.3%
Excluding Qil 32.7% 202%  20.7% 8.5% -4.3% -36%  -229%  -129%  -13.3%
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 Www.zacks.com
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Quarterly Revenue Growth

Revenue Growth (YoY

3Q25E 2025E  1Q25E 4Q24E  3Q24
Cons. Staples 1.8% -0.9% 1.0% 0.3% -2.7% 5.2% 3.1% 2.6% 3.4%
Cons. Discretionary 1.7% 8.2% 5.9% 5.2% -1.9% -4.7% 53%  -6.3% 0.9%
RetailWholesale 2.5% 1.6% 0.3% -1.1% 0.0% 0.8% 0.6% 0.9% -0.2%
Medical 5.0% 4.4% 2.9% 6.2% 7.2% 5.7% 112%  85% 6.8%
Autos 2.1% -0.3% 3% | -39% -4.2% 4.1% 5.9% 5.6% 6.7%
Basic Materials 3.5% 1.9% 0.1% -0.3% -0.8% -5.9% -98%  92%  -11.5%
Industrial Products 2.2% 3.5% 2.7% 0.3% 5.7% 1.8% 0.7% 3.2% -0.7%
Construction 35.0% 393%  400% | 369% | 14.3% 9.3% 70%  -5.6% -1.6%
Conglomerates 1.4% 0.9% 30% | 27.3% | -303%  -29.7%  -280%  -6.8% -9.4%
Technology 11.7% 7.7% 6.2% 5.7% 7.4% 127%  128%  10.8% 2.2%
Aerospace 7.3% 6.5% 6.9% 7.0% 5.6% 6.8% 2.8% 4.9% 13.4%
QillEnergy 6.8% 5.2% 4.3% -3.5% -5.5% -0.5% 90%  69% @ -122%
Finance 8.1% 3.0% 2.7% 17.8% 1.5% 9.2% 126%  -48% -1.7%
Utilities 0.5% 0.2% -2.2% 0.6% 1.1% -0.4% B57%  -104%  -14.7%
Transportation 12.7% 13.4% 130% | 11.0% 2.2% -0.5% 22%  -2.4% -3.3%
Business Services 6.5% 4.9% 3.2% 3.7% -0.7% 0.0% -0.6% 0.2% -4.3%
S&P 600 7.4% 5.8% 4.6% 4.9% 0.9% 2.7% 18%  -0.9% -2.2%
ex Finance 7.3% 6.3% 4.9% 3.2% 0.9% 1.7% 02%  -0.3% -2.3%
ex OillEnergy 7.5% 5.9% 4.6% 5.9% 1.7% 3.1% 30%  -0.1% -0.9%
Source: Zacks Investment Research, Inc.
Data as of. January 8, 2025 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

s St Quarterly Earnings (billion dollars)

305E  20%E  10%E 40M4E 3024 2024 1024 4023 3023
Cons. Staples 0.68 0.84 0.53 0.62 0.61 0.83 049 067 0.75
Cons. Discretionary 191 148 0.80 1.30 157 1.28 0.60 1.08 181
Retail\Wholesale 158 1.84 149 2.38 137 175 1.55 2.76 154
Medical 1.29 1.30 124 1.35 119 115 1.30 135 1.16
Autos 0.51 0.48 0.35 0.26 0.44 0.44 034 023 041
Basic Materials 110 1.06 0.78 0.76 0.85 0.87 0.73 0.75 0.78
Industrial Products 1.29 121 0.96 0.96 1.10 1.20 1.00 112 127
Construction L 1.63 1.10 124 138 144 1.05 1.10 140
Conglomerates 0.15 0.16 0.10 0.16 0.09 017 0.07 0.10 0.19
Technology 1.35 1.09 0.85 1.09 0.82 0.73 060 152 0.45
Aerospace 0.16 0.15 0.17 0.11 0.12 0.12 011 005 0.10
OillEnergy L 149 112 1.04 041 157 118 1.62 212
Finance 8.00 8.08 743 121 5.66 6.91 522 500 550
Utilities 0.38 0.34 0.53 033 0.37 0.31 058 046 0.33
Transportation 133 112 0.29 0.36 0.64 -0.06 016 026 094
Business Services 0.28 0.32 0.24 044 0.39 042 048 0.66 0.53
S&P 600 23.55 2259 1799 | 1960 | 1682 1912 1515 1872 1928
ex Finance 15.56 1451 10.55 1239 | 1116 1221 9.93 1372 1377
ex- Qil 2179 21.10 16.87 1856 | 1641 1755 1397 1710 17.15
Source: Zacks Investment Research, Inc.
Data as of: January 8, 2025 WWW.Zacks.com
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Total Quarterly Revenues

Quarterly Revenues (hillion dollars)

3025E  2025E 10Q25E 4Q24E Q421 2024 1024

Cons. Staples 2131 22.09 21.04 21.95 20.93 22.30 20.83 21.89 2151
Cons. Discretionary 26.18 2497 23.80 2531 2431 23.08 22.46 2407 24.79
RetailWholesale 50.31 50.58 4964 | 5474 | 49.06 4979 4951 = 5534 49,05
Medical 23.80 23.35 2291 22.92 22.66 22.36 22.25 21.58 21.15
Autos 1277 13.15 1241 11.89 1244 1319 12.89 1237 12.98
Basic Materials 14.67 14.79 14.00 14.60 14.17 1451 13.99 14.64 14.28
Industrial Products 19.14 19.40 18.38 18.28 18.73 18.74 17.90 18.23 17.72
Construction 22.07 21.37 18.60 19.56 16.34 15.34 1328 1428 14.30
Conglomerates 246 2.52 2.35 243 242 2.49 242 3.33 347
Technology 31.01 30.14 29.38 29.98 21.76 27.98 21,67 28.37 25.84
Aerospace 242 243 242 2.22 2.26 2.28 2.26 2.07 2.14
Oil/Energy 33.68 32.33 3143 | 3144 | 3153 3075 3013 3259 33.36
Finance 48.18 46.86 45.19 4553 44.56 4551 43.99 38.65 43.90
Utilities 531 5.20 583 5.78 528 5.19 5.96 5.74 523
Transportation 2254 21.94 20.26 20.44 19.99 19.35 17.93 1841 19.57
Business Services 14.01 13.73 13.35 13.54 13.15 13.09 1293  13.06 13.24
S&P 600 349.83 34485 33098 | 34059 | 32559 32596 31640 32462  322.53
ex Finance 301.66 297.98 28580 | 29506 | 28103 28045 27242 28598  278.63
ex OilEnergy 316.15 31252 29956 | 309.15 | 29406 29522 28628 29203  289.17
Source: Zacks Investment Research, Inc.

Data as of: January 8, 2025 www.zacks.com

www.zacks.com 26



January 8, 2025

Looking at the small-cap index on an annual basis, earnings growth is expected to resume
in 2025 after two years of declines. The chart below shows the small-cap index’s annual
earnings and revenue growth.
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Source: Zacks Investment Research, Inc.

The chart below represents the small-cap index’s total earnings instead of the growth
rates, showing the impact of the pandemic on earnings.
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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 contribute a large 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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