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This chart is for illustrative purposes only and not indicative of any actual
investment. The illustration excludes the effects of taxes and brokerage
commissions or other expenses incurred when investing. Investors
cannot invest directly in an index. The S&P 500 is a capitalization-
weighted index comprised of 500 companies used to measure large-cap
U.S. stock market performance.

The information presented is not intended to constitute an investment
recommendation for, or advice to, any specific person. By providing
this information, First Trust is not undertaking to give advice in any
fiduciary capacity within the meaning of ERISA, the Internal Revenue
Code or any other regulatory framework. Financial professionals are
responsible for evaluating investment risks independently and for
exercising independent judgment in determining whether investments
are appropriate for their clients.

A Snapshot Of The S&P 500 Index Earnings Beat Rate
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View from the Observation Deck

We update this post on an ongoing basis to provide investors with insight into the earnings beat rate
for the companies that comprise the S&P 500 Index (“Index”). As many investors may know, equity
analysts often adjust their corporate earnings estimates higher or lower on an ongoing basis. While these
estimates may provide insight into the expected financial performance of a given company, they are not
guarantees. From Q219 through Q223 (the 17 quarters in today’s chart), the average earnings beat rate
for the companies that comprise the index was 76.7%.

« Asindicated in the chart, the percentage of companies in the index that reported higher
than expected earnings increased over the past two quarters.

After falling to its lowest level since Q120 (the start of the COVID-19 pandemic), the earnings beat rate
for the index rose to 76.60% and 77.08% in Q1'23 and Q2'23, respectively. Keep in mind that the Q223
results in the chart reflect earnings results for 384 of the 503 companies that comprise the index and
could change over the coming weeks.

« The S&P 500 Index posted an average annual total return of 12.74% for the period
covered by the chart (06/28/19-06/30/23), according to Bloomberg.

« Consumer Staples (91.67%), Health Care (91.11%) and Information Technology (90.91%)
have registered the highest earnings beat rates in Q2'23 (not in chart), according to S&P
Dow Jones Indices. Real Estate had the lowest beat rate at 50.00%.

Takeaway

While earnings beats are generally viewed as positive news for the overall market, they may
not tell the whole story. FactSet reported that as of 8/4/23 the overall blended earnings
(combines actual results with estimates for companies yet to report) for the companies in the
S&P 500 Index declined by 5.2% on a year-over-year (y-0-y) basis in Q223. If that figure holds,
it will represent the biggest y-o-y earnings decline for the index since Q320 when earnings
fell by 5.7%. It will also represent the index’s third straight quarterly y-o-y earnings decline.
Additionally, of the 269 companies that have issued full-year earnings per share (EPS) guidance
for the current fiscal year, 107 of them (40%) are forecasting negative EPS growth.
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