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Q4 2023 EARNINGS: QUALITY GROWTH
TAKES CENTER STAGE

Hyun Kang — Research Analyst
03/27/2024

Earnings season for the Tast quarter of 2023 has wrapped up. Despite recession fears
early in the year, most reporting companies made it across the finish 1ine with better
corporate profits than analysts had expected.

we think it’s a great time to revisit the Daily Earnings Snapshot, available in the Earn
ings Path tool in our Portfolio Analysis Tools Hub (PATH).

Among the S&P SmallcCap 600, S&P MidCap 400 and S&P 500 indexes and their respective
style (value and growth) baskets, all but the SmallCap 600 and its value variant beat
earnings expectations. Growth again took center stage this quarter, with the S&P 500 Gro
wth reporting 22.1% earnings growth-well ahead of the broader S&P 500’s 4.7% growth.

The theme of growth stocks over value stocks persisted Tast quarter, with growth names
significantly outpacing value names 1in terms of earnings growth. Small caps reported
negative earnings growth across the board, with only the S&P SmallCap 600 Growth Index
reporting a positive earnings surprise.

Earnings Snapshot, S&P Indexes
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Sources: WisdomTree, S&P, FactSet. You cannot invest directly in an index. Past performance is not indicative of future refums.

There was one basket whose earnings growth blew these benchmark indexes out of the
water: quality growth. Despite being narrowly under-weight in the the Magnificent Seven-
the seven Tlargest stocks 1in the S& 500 that drove much of the index’s returns
throughout 2023-relative to the S&P 500 Growth, the wisdomTree U.S. Quality Growth Index
(WTQGRW) was able to capture a significantly larger degree of EPS growth than either the
S&P 500 or 1its growth counterpart.

Magnificent Seven Weights, Select S&P Indexes vs. WisdomTree U.S. Quality Growth
Index
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Name Weight in S&P 500 Weight in S&P 500 Growth WTQGRW
Alphabet Inc. Class A 1.92% 3.48% 5.43%
Alphabet Inc. Class C 1.63% 2.96%
Amazon.com, Inc. 3.76% £.83% 5.55%
Apple Inc. 6.18% 11.23% 9.75%
Meta Platforms Inc Class A 2.54% 4.62% 6.25%
Microsoft Corporation 7.19% 13.07% 11.09%
NVIDIA Corporation 457% 8.30% 8.25%
Tesla, Inc. 1.30% 2.37% 3.14%
Total 29.07% 52.87% 49.45%

Sources: WisdomTree, S&P, FactSet, as of 2/29/24. You cannot invest directly in an index.

Looking at the Targest earnings growers in the wisdomTree U.S. Quality Growth Index, the
top 10 companies that had the Tlargest dollar amounts of earnings growth were all
unsurprisingly 1in the Information Technology, Communication Services and Consumer
Discretionary sectors. The Index was also able to capture significant earnings growth
from companies not held in the S&P 500 Growth index, such as Gobaddy Inc. and Coupang
Inc.

Top 10 Earnings Growers in the WisdomTree U.S. Quality Growth Index

Name Sector Earnings Growth (US5m)
NVIDIA nformation Technology  § 10,668.64
Amazon Consumer Discretionary  § 10,300.76
Meta Platforms Communication Services  § 5,371.50
Alphabet Communication Services  § 7.072.93
Microsoft nformation Technology  § 4,543.88
Apple Information Technology  § 3,960.33
GoDaddy Information Technology $ 1,038.14
Coupang Consumer Discretionary $ 924.09
Netflix Communication Services 5§ 883.26
Broadcom Information Technology  § T00.76

Sources: WisdomTree, FactSet, as of 12/29/23. You cannot invest directly in an index.

The wisdomTree U.S. Quality Growth Index, which 1invests in growth stocks with strong
quality metrics, had a reported earnings growth rate of 41.4%, almost double the 22.1%
of the S&P 500 Growth Index.

Earnings Snapshot, Select wWisdomTree Indexes
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WisdomTree U.S. Indexes as of 3/19/24
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Sources: WisdomTree, FactSet. You cannotinvest directly in an index. Past performance is not indicative of future returns.

over the 2023 calendar year, the wisdomTree U.S. Quality Growth Index reported similar
operating earnings growth to the S&P 500 Growth, and far ahead of the broader S&P 500.
Analyst forecasts for 2024 and 2025 call for greater relative growth.

Reported Operating Earnings and Forecasts
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Sources: WisdomTree, FactSet, as of 3/19/24. 2024 and 2025 figures are median analyst estimates. You cannot invest directly in
an index. Past performance is not indicative of future returns.

Across all sectors in the S& 500 Growth Index, most companies showed positive earnings
surprises, with over 73% of companies in the index beating analyst earnings estimates.
Aside from the Utilities sector (which has only one company 1in the 1Index), the
information technology sector had the greatest earnings surprise among the sectors, with
40 out of 45 reporting companies beating estimates. On the other hand, four out of seven
reporting Communications Services companies reported earnings below analyst estimates.

Earnings Snapshot, S&P 500 Growth Earnings Surprise Sector Breakdown
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S&P 500 Growth Index Reporting Companies' Earnings versus Estimates as of 3/19/24
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Sources: WisdomTree, S&F, FactSet. You cannot invest directly in an index. Past performance is not indicative of future retums.

Closing Thoughts

The Daily Earnings Snapshot is a useful asset for investors to get a broad understanding
of what earnings look Tike across indexes and sectors and compare wisdomTree Indexes and
ETFs to benchmarks. As the first quarter of 2024 wraps up and the first earnings season
of the year begins, we hope investors can leverage the Snapshot as well as the growing
suite of tools in our PATH hub to make informed decisions.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is 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
+ Q2 Earnings Review: Punting to the Fall

+ Revisiting our Earnings Path

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors 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 1investments 1in 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 1indicative 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 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 dinstruments 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 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

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 SmallcCap 600 Index : Market capitalization-weighted measure of the performance of
small cap equities within the uUnited States, with constituents required to demonstrate
profitability prior to gaining initial inclusion.

S&P MidcCap 400 Index : provides investors with a benchmark for mid-sized companies.
The 1index covers over 7% of the U.S. equity market, and seeks to remain an accurate
measure of mid-sized companies, reflecting the risk and return characteristics of the
broader mid-cap universe on an on-going basis.

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.

value : characterized by lower price levels relative to fundamentals, such as earnings
or dividends. Prices are Tower because investors are less certain of the performance of
these fundamentals in the future. This term is also related to the value Factor, which

associates these stock characteristics with excess returns vs the market over tim.

Growth : Ccharacterized by higher price Tevels relative to fundamentals, such as

dividends or earnings. Price levels are higher because investors are willing to pay more
due to their expectations of future improvements in these fundamentals.

S&P 500 Growth Index : A market capitalization-weighted benchmark designed to measure
the growth segment of the S&P 500 Index.

small caps_ : new or relatively young companies that typically have a market
capitalization between $200 million to $2 billion.

Earnings per share : Total earnings divided by the number of shares outstanding.
Measured as a percentage change as of the annual Index screening date compared to the
prior 12 months. Higher values indicate greater growth orientation.
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