
Q2 EARNINGS REVIEW: PUNTING TO
THE FALL
Matt Wagner — Associate Director, Research

08/25/2023

Second-quarter earnings gave ammunition to both bulls and bears.

Let’s review a few of the main takeaways of reporting season.

Index Returns

To start, returns have been mixed over the last several weeks.

Returns jumped higher over a three-week stretch ending on July 28. Banks, which

generally report earlier in the earnings calendar and are viewed as a key bellwether for

the economy, got the earnings season off to a strong start.

When the calendar turned to August, sentiment shifted. The S&P 500 Index entered a

three-week losing streak to start the month, tilting S&P 500 returns negative for the

quarter.

S&P 500 Total Returns

Q2 2023: Surprise

Arguably the negative returns in August had more to do with the spike higher in interest

rates than earnings.

Earnings (with over 90% of the index reporting) beat analyst expectations by nearly 8%

in aggregate and across every sector. If you looked no further than this data point,

earnings season would be viewed as a home run.

But taking some of the shine off the rosy earnings picture was the lackluster sales

surprise. The sales surprise was a modest 1.5%, meaning companies had beaten earnings by
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controlling costs—a potentially trickier playbook for earnings growth in quarters ahead.

Q2 2023: Growth

Year-over-year earnings declined by 4.6%, with sales effectively flat.

Though earnings growth was negative, the actual results were an improvement from the -7%

earnings growth that was expected on June 30.

Eight of the 11 sectors had positive earnings growth, with Energy (-52%), Materials (-

29%) and Health Care (-28%) the outliers.

Excluding the volatile earnings from the Energy sector, S&P 500 earnings grew by 2.3%.

S&P 500 Expanded Tech grew by nearly 13% with S&P 500 ex. Expanded Tech earnings

declining by 9.5%.
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Q2 2023 Year-over-Year Earnings Growth

The negative 4.6% earnings growth for the quarter marks the third consecutive quarter of

negative earnings growth—the longest stretch since the pandemic-induced earnings recessi

on from Q1 2020 through Q3 2022.

Historical Timeseries: Sales and Earnings Growth

Over the last year, the goalposts had come in significantly on analyst expectations for

Q2 2023. Reported earnings growth of -4.6% was 9% below the positive 4.7% growth that

was estimated for earnings at the end of July 2022. Energy, Materials and Health Care

had the biggest reductions in earnings versus year-ago estimates.

Q2 23 Actual Earnings vs. July 2022 Expectations
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Forward 12-month earnings per share estimates peaked in June 2022 at $241 and troughed

at $224 in January 2023 as analysts steadily revised estimates down.

S&P 500 Index Price Level and Forward 12-Month Earnings per Share

The earnings revisions ratio, which trended negatively for most of last year and into

this year, has shown a distinctly positive trend in recent months, mirroring the

optimism in equity prices through most of this year. 

S&P 500 Index Earnings Revisions Ratio
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Looking Ahead

The bar for earnings to beat next quarter is relatively low. Analyst estimates are for

Q3 2023 earnings to be roughly unchanged versus the year-ago period.

With just 0.2% earnings growth expected for the index, disappointing earnings could lead

to the fourth consecutive quarter of negative growth. That would be longest stretch of

negative earnings growth since the five-quarter stretch between Q2 2015 and Q2 2016.

Any surprise to the upside could mean another positive catalyst for equity prices in the

second half of the year.

To stay up to date on the latest on earnings, visit the Earnings Path Tool on the

WisdomTree website.

Q3 23 Earnings Growth Estimates
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For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related Blogs

+ Introducing the Earnings Path

+ Revisiting Our Earnings Path

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)
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 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

Interest rates : The rate at which interest is paid by a borrower for the use of money.

Recession : two consecutive quarters of negative GDP growth, characterized generally by

a slowing economy and higher unemploymen.

Earnings revisions ratio : the ratio of earning upgrades to downgrades

Upside : Currency appreciation.
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