A ZAC KS April 6, 2017

Sheraz Mian SMian@Zacks.com

Q1 Earnings Season Gets Underway

Here is a quick rundown of the key points

e Total Q1 earnings for the S&P 500 index are expected to be up +6.5% from the
same period last year on +6.3% higher revenues.

e Q1 estimates came down as the quarter got underway, with the current +6.5%
down from +10.4% in late December.

e The Energy sector is a big contributor to growth this quarter, with the sector alone
accounting for 4 percentage points of the aggregate +6.5% growth.

e Technology and Basic Materials are the only sectors with double-digit growth this
guarter. Earnings growth is expected to be negative for 6 sectors in Q1, with
Transportation having weakest growth of them all at -22.3%.

e We have Q1 results from 23 S&P 500 members already (fiscal quarters ending in
February). Total earnings for these 23 index members are up +14.5% and their
revenues are up +5.1% from the comparable period last year.

e The Q1 earnings season has gotten underway already, but it will really get going
with the Thursday, April 13™ reports from the big banks.

While total earnings for the quarter are expected to be up +6.5% from the same period
last year, total revenues are expected to be up +6.3%. As we know, actual growth will be
higher than this, which could be as high as the +10.4% growth pace that was expected at
year-end 2016.

You would recall that earnings growth reached +7.4% in the preceding quarter, which was
the highest growth pace in two years. Q1 earnings growth will most certainly top what we
achieved in 2016 Q4, but the absolute dollar level of Q1 earnings will remain shy of the
preceding period’s all-time quarterly record by a big margin.

Estimates for Q1 came down as the quarter unfolded, as the chart below shows.
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Please note that while Q1 estimates have followed this well traversed path that we have
been seeing consistently over the last few years, the magnitude of negative revisions
compares favorably to other periods. In other words, Q1 estimates have come down, but
they haven’t come down by as much as has historically been the case. We saw this trend
of decelerating negative revisions ahead of the preceding earnings season as well, which
justifies the market’s favorable view of the overall earnings picture.

At the sector level, 9 of the 16 Zacks sectors are expected to earn more relative to the
year-earlier period, with earnings growth for the Technology sector expected to be up
+10.7% from the same period last year. The sector’s strong earnings growth is despite
the relatively flattish expectation from Apple (AAPL), with strong growth at Alphabet
(GOOGL), Facebook (FB) and easy comparisons at Micron (MU) as big contributors.

Earnings growth for the Finance, and Industrials sectors are expected to be in mid-single
digits while the Energy sector moves from a modest loss in the year-earlier period to
improving positive earnings this quarter. The aggregate dollar amount of earnings
improvement is the highest for the Energy sector of all 16 Zacks sectors, with the sector
expected to earn a total of $8.1 billion in Q1 vs. a loss -1.6 billion in the year-earlier
guarter. If we exclude the Energy sector from the aggregate Q1 earnings tally, earnings
growth for the quarter drops to +2.5%.

The chart below shows current consensus growth expectations for the following quarters,
which reflects a continuation of the positive growth trend going forward.
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Please note that we have yet to see any ‘Trump bump’ in estimates to reflect the
heightened post-election expectations. Stocks moved ahead of actual legislative
changes, but the analysts will raise their estimates only after Congress passes tax and
other reforms. Estimates have moved up for the Finance sector, but that's primarily a
function of higher interest rates since November 8t".
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Q1 earnings season Gets Underway

The Q1 earnings season has gotten underway, with results from 23 S&P 500 members
already out. All of these initial reports are from companies with fiscal quarters ending in
February that get counted as part of the Q1 tally. With Alcoa no longer in the S&P 500
index and its Arconic (ARNC) offspring not reporting till April 25™, the unofficial kick-off
for this earnings season will be the earnings reports from Citigroup, JP Morgan and Wells
Fargo before the market’'s open on April 13,

The chart below shows the weekly reporting calendar for the quarter
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Total earnings for the 23 index members that have reported results are up +14.5% from
the same period last year on +5.1% higher revenues, with 73.9% beating EPS estimates
and 56.5% beating revenue estimates. The proportion of companies beating both EPS
and revenue estimates is 47.8%.

The table below shows the current Q1 earnings season scorecard.

‘ ZACKS www.Zacks.com 4



Zacks Earning Trends April 6, 2017

2017 @1 Scorecard

Earnings Revenue
Total
Total : Market Growth Beat |(Growth Beat |Blended
Companies % YoY % |Beat%
Consumer Staples 12.5% 5.5% -1.5% @ 1000% -111% | 25.0% 250% 0.5%
Consumer Discrt 5.7% 105% 13.5% 100.0%  46% 50.0% S0.0% -4.0%
Retail 14.3% 10.9% 0.8% 50.0% 20% | 50.0% @ 50.0% 0.7%
Medical 0.0% 0.0% - - - - -
AutodTires/Trks 0.0% 0.0% - - - - -
Basic Materials 5.0% 97% 3168% 100.0% 12.0% 100.0% 100.0% 1.4%
Industrial Prod 45% 28% 43% 100.0%  5.3%  100.0% 100.0% 1.8%
Construction 15.4% 11.9% -4.1% S0.0%  13.3% 500% 500% -10.1%
Conglomerates 0.0% 0.0% - - - - -
Computer & Tech 6.6% 63% 423% 750% 170% 1000% T5.0% 6.1%
Agrospace 0.0% 0.0% - - - - -
Qils/Energy 0.0% 0.0% - - - - -
Finance 0.0% 0.0% - - - - -
Ltilities 0.0% 0.0% - - - - -
Tranzportation E.7% 11.0% -7.8% 0.0% 18.1% 100.0% 0.0% 1.9%
Business Svcs 8.7% 129% -3.2% 100.0% 4.5% 0.0% 0.0% -5.9%
S&P 500 4.6% 4.4% 14.5% @ 73.9% 51%  56.5%  47.8% 0.1
Excluding Finance 5.T% 5.3% 145% 73io% 1%  565%W 478% 0.1
Excluding il 4.59% 47% 145% T73i8% 2% | 565%  478%
Source: £acks Investment Research, Inc.
Data as of: April & 2077 www.zacks.com

*Price Impact’ iz the price change from 1 day before fo one day after, if available, else intraday price.

Note: Here are few key points to keep in mind while reading this report.

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 into 16 sectors compared to the official S&P 10 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’ 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.

This is too small a sample to draw any conclusions from, but the results thus far are
nevertheless better than what we saw from the same group of 23 index members in the
preceding earnings season, as the comparison charts below show
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The comparison charts above show that while growth is unequivocally tracking above
historical periods, positive surprises are doing better than the preceding period, but below
the 4-quarter averages for both earnings and revenues.

We are seeing a similar trend in the proportion of companies beating both EPS and
revenue estimates, as the chart below shows.

Q1 Blended Beat %

70%
60%

Source: Zacks Investment Research, Inc.

Q1 Estimates As a Whole

The table below shows a summary picture for Q1, contrasted with what was actually
achieved in the preceding quarter.
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Zacks Sectors Year-over-Year Growth
Earnings Revenues Margins

1017 4016  1QAT7E 4016  AQATE 4018
Cons. Staples J.0% 11.0% 4.0% 35% -0.1% 0.2%
Cons. Discretionary 3.7% 10.1%  11.3% 121% -0.7% -02%
RetailVWholesale -4.8% 1.6% 3.3% 42% -0.3% -0.1%
Medical =0.4% 4.5% 6.2% 5.2% -0.7% -0.1%
Autos -20.1% -20.2%  1.3% 2.4% ~14% -1.4%
Basic Materialz 10.7% 35% 2.3% -0.6% 0.8% 0.3%
Industrial Products 5.8% 5.0% .3% 37% -0.1% 0.2%
Construction 1.2% 11.2% 5.6% 8.3% -0.2% 0.2%
Conglomerates -5.3% -9.8% -2.8% -2.0% =0.2% -1.0%
Technology 10.7% 9.2% 6.2% 5.6% 0.7% 0.6%
Aerospace 0. 7% 136% | -1.3% 27% 0. 7% 0.7%
OilEnergy N/A 181%  33.0% 2.0% 4.6% 0.3%
Finance 5.5% 16.7% 2.8% 6.3% 0.4% 1.5%
Utilties -1.9% 10.7% 4.6% 8.1% -0.7% 0.1%
Transportation -22.3% -182% 9% 5.3% -2.4%  -23%
Business Services 1.9% 11.1% 2.6% 4.0% -0.1% 1.1%
S&P 500 6.5% T4% 6.3% 4.7% 0.0% 0.3%
ex Finance 1.0% 5.2% 6.9% 45% 0.0% 0.1%
ex OilEnergy 2.5% 7.2% 4.4% £.0% -0.2% 0.2%

Source: Zacks Investment Research, Inc.

Cata as of: April 6, 2017 www.Zacks.com

Standout Sectors

The strongest growth this quarter is expected to come from the Technology and Basic
Materials sectors, with total earnings expected to be up +10.7% from the same period
last year for each sector. The Energy sector has the biggest year-over-year dollar growth,
as mentioned earlier, but the Technology and Basic Materials sectors are the only sectors
will double-digit growth this quarter.

On the flip side, 6 of the 16 Zacks sectors are expected to earn less than the year-earlier
period, with the Transportation and Auto sectors expected to experience earnings
declines of -22.3% and -20.1% respectively.

For the Finance sector, total earnings are expected to be up +5.5% on +2.8% higher
revenues.
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The Finance and Technology sector are the biggest earnings contributors in the S&P 500
index, on track to account for 21.5% and 21.3% of total index earnings this year.

Technology Sector

The table below shows the sector’s quarterly growth rates at the medium industry level

Quarterly Earnings Growth Rates

Tech Sector Industries JATE  2Q1TE  1@M1TE 4016 316 2016

Computer - Office Equipment 9.9% 2.8% 5.5% 4.2% 2.3% 0.0%  -151% -Z23% -195%
Computer Software - Services 23 7% 12.1% 9.6% 5.6% 14.1% 148% 21868% 221% 56%

Electronic - Semiconductors 6.6% 12.0% 18.0% 43.2% Q4315% 33.8% 30.9% 5.3% 2.9%

Electronics 2.1% 4.2% -4.4% 3.1% 7.0% 106%  17.2% 54% B7%

Misc. Technology -1.7% -T.6% -20% 167% Q7LO% EO6% 452% 316% 25%

Telecommunications Equipment T.7% -4.9% -F.3% -5.2% 5.3% 185% 19.8% 39% -262%
Telecommunications Services 5.7% 0.7% 0.4% 4.6% -3.0% 0.0% -0.7% 6.2% 16.2%
Technology Sector (ComputernTech) 12.8% 5.7% 6.4% 5.8% T0.7% 9.2% 5.4% 0.0% -43%

Source: Zacks Investment Research, Inc.

Data as of: 4817 1132 AN W Zacks.com

The Software & Services as well as the Semiconductors industries are driving most of the
growth, with the Office Equipment industry (hardware makers) effectively flat given
expectations from Apple. Google’s parent Alphabet, Facebook, Micron Technology and
Applied Materials are expected to have strong growth in the quarter. Excluding these four
operators, total Q1 earnings growth for the sector would be +5.2%.

For the Finance sector, total Q1 earnings are expected to be up +5.5% from the same
period last year on +2.8% higher revenues. This would follow +16.7% earnings growth
for the sector in the preceding quarter on +6.3% higher revenues.

Of the three major industries in the sector that combined account for roughly 80% of the
sector’s total earnings, growth is expected to be flat for the Major Banks, with Insurance
earnings expected to be up +7.5% from the same period last year and Investment
Managers/Brokers having +33.3% higher earnings from the year-earlier period.

The table below shows eth sector’'s growth picture at the medium industry level. Please
note that the Major Banks industry is the biggest earnings contributor, accounting for
roughly 45% of the sector’s total earnings.

A ZACKS www.Zacks.com 8
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Quarterly Earminas Growtih Rates

Finance Sector Industries 3Q4TE  2Q1TE 4016 3016

Banks-Major 16.1% -2.4% -3.2% -2.5% § 04% 12.5% 2.3% H55% -1059%
Banks & Thrifts 15.2% 6.5% 7.3% 15.8% Q716.2% 23 7%  332% 29% 8.5%

Finance 14.5% 17.6% TA%  -10.0% §-4.8% -7.5% 0.8% 126% -26%
Insurance T.59% 2.3% 0.1% 13.0% § 7.5% 266% 148% -122% -13.0%
Invest Bkrs/Mars 11.9% -2.2% -1.5% -0.8% Qg33.3% 16.4% 342% -S0% -334%
Real Estate T.7% 656.6% T49% &816% Qg371% 398% 2959% 102% S41%
Finance Sector 12.2% 6.2% 4.8% T.5% 5.5% 16.7% 124%  -6.5%  6.6%
Source: £acks Investment Research, Inc.

Data as of: 4/8M7 11:32 AM woww zacks.com

For the Energy sector, the year-earlier comparison is to an aggregate loss, with the sector
expected to earn $8.1 billion this quarter, up from a loss of -1.6 billion the year-earlier
period. Excluding the Energy sector, total Q1 earnings for the S&P 500 index would be
up only +2.5% (up +6.5% with the Energy sector).

The chart below shows the steady improvement in the sector’s profitability
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The Context for Growth Expectations

Let’s take a look at how consensus earnings expectations for 2017 Q1 compare to what
companies earned in the last few quarters and what they are expected to earn in the
coming quarters.

Table 2 below presents the year over year quarterly earnings growth rates — actuals as
well as estimates. Table 3 presents the same data for revenues.
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Table 2 — Earnings Growth Context

Zacks Sectors Earnings Growth (YoY)

1MB8E  40M7E 3OMVE  20M7E 117 4016

Consumer Staples 4.1% 6.1% 4.8% 4.7% 3.0% 11.0%  6.3% 1.8% | 3.1%
Consumer Discrt 17.8% 4.8% 2.0% 1.4% 3.7% 10.1%  7.9% 86% T2%
Retail 11.6% 9.1% 4.3% 1.7% -4, 8% 1.6% 7.3% 44% 3.5%
Medical 6.6% 7.53% 3% 0.3% =0.4% 4.5% 6.4% 3.1% T.8%
Auto/Tires/Trks T1% 10.1% -3.7% -8.4% | -20.7%  -202% -82%W  182%W 565%
Basic Materials 1.5% 16.1% 7.9% 6.3% 10.7% 3.5% 47  -118% -157x
Industrial Prod 18.2% 11.1% 27% 8.3% 5.8% 6.0% 137% -12% -216x
Construction 23.1% 15.7% 14.0% 13.6% 1.2% 2% T71% To% 27a%
Conglomerates 7T.5% 23.3% 192% -215% -53h -58% -1.7%  2068% -21.2%
Computer & Tech 12.8% 2. 7% 6.4% 8.8% 10.7% 5.2% 3.4% 0.0% -4.3%
Agrospace 13.3% 3.2% -147%  47.7% 0.1% 13.8% 188% -27.0% -66%
Dil=/Energy 86.6% 154.0% 2002% 410.7% -596.6% 1281% H4.6% 808w -M2EM
Finance 122% 6.2% 4.8% 7.5% 5.5% 18.7%  121% -5.5% -6.6%
Utilities -5.4% -1.7% -3.2% -0.1% -1.9% 107% 168% 83% -2Z%n
Transportation 17.8% 8.9% -4.5% 0.0% @ -223% -182% -13.8% -124% 3.3%
Business Svcs 13.8% 6.7% 1.6% 3.6% 1.9% 11.1% 167 6.0% 66%
58P 500 14.5% 9.8% 6.9% 7.6% 6.5% T.4% 3.9% =300 -6.6%
Excluding Finance 15.1% 10.8% T.9% 7.8% 6.8% 2.2% 1.9% -23% S5%
Excluding il 122% 7.2% 3.9% 4.1% 2.5% 7.2% T.1% 0.5% -1.0%

Source: Zacks Investment Research, Inc.

Data as of: April &, 2017 wWwWw . Zacks.com
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Table 3 — Revenue Growth Context

Zacks Sectors Revenue Growth (YoY)

1M8E  4QM7E 3OMVE  2Q017E 1Q17E 4016 2016 1Q16
Cons. Staples 5.0% 1.5% 1.2% 1.4% 4.0% 3.5% 0e6%  -1.0% -5.0%
Cons. Discretionary T7% 4.5% 4.3% 8.7% 11.3% 121% 117/ 73% 3.8%
RetailWholesale 3.1% 3.8% 4.7% 3.7% 3.3% 4.2% 2.0% 48% 51%
Medical 6.1% 4.5% 4.3% 4.1% 6.2% 3.2% 7.5% 90% 9.4%
Autos 1.0% -1.5% -1.1% 0.4% 1.3% 2.4% -1.1% 5.8% | 5.1%
Basic Materials 26% 3.8% 1.3% 2.0% 2.3% -08% -30% -285%W -8.6%
Industrial Products 4.4% 2.1% -1.8% 10.1% 7.3% 3.7% 1% | -57% -79%
Construction 5.4% 6.1% 9.6% T7.4% 5.6% 8.3% 2.59% 4% 39%
Conglomerates 21.4% T.4% 6.6% -5.6% -2.8%  -20% -32%  -01% -95%
Technology 2.3% 3.6% 4.7% 2.2% 6.2% 2.6% -058% -Z25% 04%
Agrospace 12.0% 1.7% 3.2% -2.2% -1.3% 27% 27%  25% 41%
Cil'Energy 16.4% 224%  254% 253.5%  33.0% 20% -127% -246% -257%
Finance 3.3% 1.4% 0.5% 1.3% 2.8% 6.3% 4.9% 18%  27%
Ltilties -0.2% 1.1% 0.8% 5.4% 4.6% 51% 40% -31% -10.3%
Transportation 2.0% 4.9% 3.6% 7.85% 5.9% 3.3% 1.2%  -1.4%  -05%
Business Services 8.6% 5.0% 21% 1.7% 2.6% 4.0% 7.9% 7.3% 52%
S&P 500 6.0% 5.0% 4.8% 5.2 6.3% 4.7% 2.2% -0.53%  -0.8%
ex Finance 6.4% 3.6% 3.6% 3.8% 6.9% 4.5% 1.7 -0.7% -1.5%
ex OilEnergy 2.0% 3.6% 3.1% 3.5% 4.4% 3.0% 3.6% 24%  Z21%

Source: Zacks Investment Research, Inc.
[iata as of: April 6, 2017 wWww.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 doliars]
4Q17E
Cons. Staples 18.8 208 21.3 19.8 17.4 19.4 20.3 18.9 16.8
Cons. Discretionary 15.0 15.8 156 129 12.8 15.1 15.3 127 12.3
RetailWholesale 19.4 244 .1 208 17.3 x24 202 204 18.2
Medical 43.0 432 435 423 40.3 40.2 422 421 40.5
Autos 57 56 55 6.3 53 5.1 53 T4 6.7
Basic Materials 70 6.6 6.6 8.2 7.8 5T 6.1 7T 7.1
Industrial Products 5.3 5.5 6.1 5.0 4.5 5.0 3.9 5.6 43
Construction 17 23 26 23 1.4 2.0 23 2.0 1.4
Conglomerates 10.4 107 8.2 78 59 8.7 7T o7 8.2
Technology 65.2 T46 61.7 0.2 57.8 70.7 58.0 33.5 322
Aerospace 45 54 50 4.8 4.3 5.1 59 3.2 43
OilEnergy 15.2 13.1 13.3 11.6 8.1 5.2 44 23 -1.6
Finance 65.1 547 63.8 618 £8. 60.9 60.8 575 55.0
Utilities. 83 72 12.0 8.0 8.9 73 12.4 8.0 9.1
Tranzportation 5.4 786 8.8 8.6 5.4 T.0 92 8.6 7.0
Bu=iness Services 8.3 9.1 8.5 8.0 7.3 3.5 8.4 Tl 7.2
S&P 500 3006 316.5 J04.7 287.5 262.6 258.2 2850 2673 2466
ex Finance 2356 251.8 241.0 2257 204.6 2272 2242 2098 16
ex - Oil 2854 303.4 2015 2759 254.5 283.0 2806 2650 2482
Source: Zacks Investment Research, Inc.
Data as of: April 6, 2017 WWW Zacks.com
Total S&P 500 Quarterly Earnings (billion %)
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Table 5 — Total Quarterly Revenues

Zacks Sectors Revenues (billion dollars
1Q18E  4Q17E 2Q17E 1QM17E 4Q16 3Q16 2Q16 1Q16

Congz. Staples 154.3 160.6 157 .6 1857 145.6 159.9 1857 1535 1401
Consz. Discretionary 133.7 139.1 133.3 125.8 124.2 133.1 1278 11583 1117
RetailWholesale 471.8 2203 4787 4563 4577 4915 457.2 4458 4430
Medical 434 6 431.2 4234 4212 408.7 4127 4060 4048 3856
Autos 101.9 104.1 100.7 106.8 101.9 105.7 1019 1064 100.5
Basic Materialz 7459 1.8 1.8 7587 73.0 692 709 742 1.3
Industrial Products 648 54.0 66.0 66.8 62.0 50.9 67.2 60.7 57.8
Construction 275 30.5 32.1 30.2 26.2 287 293 28.1 24.8
Conglomerates i3 TrT 724 703 63.7 T2.4 67.9 Ta 4 63.5
Technology 3536 390.7 3436 3335 3360 3770 3283 3169 316.2
Aerozpace 68.3 58.4 659 64.5 61.0 57.2 63.8 66.1 61.8
QilEnergy 2585 2581 2581 2478 222.9 211.8 2041 1575 1677
Finance 3759 380.5 3751 3.3 3638 3752 3rF.2 3865 3537
Utilities 829 41.5 912 80.3 83.0 &0.6 90.5 734 9.4
Transportation a7.0 80.8 91.5 89.9 529 6.6 86.6 833 78.3
Businesz Services 527 53.2 51.6 50.7 48.5 50.6 50.5 498 472
S5&P 500 2821.2 29234 28154 27570 26622 27329 26851 262141 2504.6
ex Finance 24453 25425 2436.0 23857 22984 24077 23079 22546 21509
ex Oi'Energy 25617 26643 255591 25082 2439.2 25711 2481.0 24236 233689

Source: Zacks Investment Research, Inc.

Data as of: April &, 2017 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 2016 Q4, 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 ongoing 2017 Q1 reports, 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

A ZAC KS www.Zacks.com
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index as awhole. The lack of accuracy in real-time share count notwithstanding, this gives
us a fairly accurate view of the total earnings picture. In plain language, what Table 4 tells
us is that companies in the S&P 500 earned $288.2 billion in 2016 Q4 and are currently
expected to earn $262.6 billion in 2017 Q1. Please note that the 2016 Q4 tally is an all-
time quarterly record.

Annual Earnings

For full-year 2017, total earnings for the S&P 500 index are expected to be up +7.5% on
+4.1% higher revenues, which would follow the +1.0% increase in the index’s total
earnings last year. On an ex-Energy basis, 2017 earnings would be up +4.3% vs. +4.0%
in 2016.

Table 6 below provides a summary view for 2017 contrasted with estimates for 2018 and
actual results for 2016. As you can see, consensus expectations reflect a notable
improvement in earnings growth momentum in 2018, with total 2018 earnings for the
index expected to be up +11.8% on +2.4% higher revenues and strong margin gains.

Tables 7 & 8 on the following pages provide the summary annual earnings and revenue
data for the 10-year period from 2009 through 2019.

A ZACKS www.Zacks.com 14
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Table 6 — Summary Annual Earnings Picture

Annual Summary - Year-over-Year Change

Revenues Margins

facks Sectors 2018E 2018E 2097 2018E 2017

Consz. Staples 2.1% 4.3% TA% 1.8% -7.0% 0.1% 0.75% 1.3™% 0.74%
Cons. Discretionary 13.0% =3, 5% 17.5% -2.0% 7.0% 9.1% 165% -1.78% 0.87%
RetailWholezale 12.1% 3.6% 4.59% 4.3% 4.5% 5.0% 0.30% -0.03% -0.05%
Medical 9.3% 2.7% 7.8% 5.2% 5.5% 9.5% 0.38% -0.28% -0.17%
Autos 7.3% =5.5% 27% 25% =1.7% 3.7% 0.26% «0.23% -0.06%
Baszic Materialz 9.0% 70.5% -83% 36% 4.6% -2.8% 0.52% 0.53% -057%
Industrial Products 14.1% 2.5% -0.1% 3.0% =1.4% -4.5% 0.74% 0.33% 0.38%
Construction 16.1% T6.7% T.6% 6.6% 7.2% 6.9% 0.54%  0.55% 0.04%
Conglomerates 10.8% 4.5% 0.2% 5.3% 2.0% 3.6% 0.62% 0.28% -035%%
Technology 10.7% 7.0% 1.9% 5.3% J.6% 1.3% 0.91%  0.56% 0.10%
Aerozpace 11.2% 2.4% 52% 3.5% 1.4% 3.2% 0.55%  0.08% 0.14%
OilEnergy 42 5% 346.0% -T5.8% 2.1% 25.1% -182% 147%  328% -3.05%
Finance 11.0% 6.6% 37% -11.3% -271% 25% 423%  1.38% 0.17%
Utilitie= 5.6% =0.3% 8.8% 1.7% 5.5% 0.4% 0.41% -0.62% 0.88%
Transportation 12.4% =27TH  -125% 4.7% 7.2% -0.1% 0.54% -0.87% -1.34%
Bu=iness Services 12.2% 7.9% 5.3% 5.5% 4.2% 8.8% 1.02% 0.55% -051%
S&P 500 11.8% 7.5% 1.0% 2.4% 4.7% 1.9% 0.96% 0.33%  -0.09%
ex Finance 12.0% % 0.3% 4.5% 51% 1.8% 068% 023% -0.14%
ex OilEnergy 10.5% 4.3% 4.0% 1.8% 2.4% 3.9% 0.95% 0.20% 0.01%

Source: Zacks Investment Research, Inc.

Data as of: April 6, 2017 www.Zacks.com
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Table 7 — Annual Earnings

Zacks Sectors

2018E

Annual Earnings

‘hillion dollars,

2011

2010

2009

Cons. Staples 1.3 4.7 763 731 701 FEA 69.7 67.1 £3.2 £3.5 55.6
Cons. Discretionary 713 64.0 56.6 8.7 499 473 423 354 35.4 30.0 327
Retail'Wholesale 107.0 §3.6 83.5 80.5 6.8 748 720 63.3 62.83 57.7 50.6
Medical 203.7 1844  T68.T 164.4 152.5 1343 1170 116.6 1110 1055 831
Autos 252 251 234 24.8 242 18.0 18.8 17.6 20.4 17.6 11
Basic Materials 33.9 N7 29.7 263 287 3.2 292 284 31.4 33.1 141
Industrial Products 287 251 22.0 21.5 21.5 224 233 237 23.2 15.7 11.4
Construction 10.5 9.9 8.5 73 6.8 6.4 3.5 37 2.2 18 0.2
Conglomerates T 3659 3.3 1.9 NG 35.3 3.0 32.0 29.0 26.9 24.0
Technology 286.1 2748 2489 2319 27T 2106 188.9 189.5 171.4 1458 1068
Agrospace 24.4 218 15.4 18.0 18.0 18.4 17.8 15.5 15.4 14.5 12.3
OilEnergy 81.4 63.5 44.5 10.0 412 111.3 1113 1222 128.3 95.3 60.7
Finance 303.4 2reT 2519 235.5 2271 20986 2036 1737 143.3 141.5 B85.7
Utilities 402 385 J6.4 365 336 333 31.3 30.1 29.5 28.6 26.3
Transportation 328 341 J0.4 N2 35T 28.5 225 18.6 17.5 15.7 6.4
Busziness Services 40.3 366 J2.6 30.2 287 270 24.4 224 20.7 17.4 145
S&P 500 1420.0 1303.3 | 7766.7 10845 10743 10836 10116 9857 909.5| B810.7| 590.3
ex Finance 1116.F 10246 9749 845 .4 o472 &74.0 808.0 794.0 766.3 669.2 504.6
& - Oil 1338.6 12398 711216 10745 10331 9722 800.3 &47.5 781.2 7154 5296

Source: Zacks Investment Research, Inc.

Data as of:

April 6, 2017

A ZACKS
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Table 8 — Annual Revenues

Zacks Sectors Annual Revenues (billion dollars
2018E 2016 2015 2010 2009

Cons. Staples 5459 6275 6164  ©628 6622 6819 690.0 6869 E72.4 Bl13.6 5434
Cons. Discretionary 535.8 510.0 520.2 4863 4459 4288 4040 3838 3723 3326 3136
RetailVWholesale 21184 | 20084 719756 18339 17206 16385 15564 15042 14125 1308.6 12374
Medical 1873.8 17628 16755 15883 14505 12979 11830 11357 1050.0 1016.1 923.7
Autos 442 9 4273 4163 4235 4082 @ 4085 403.8 | 3866 387.2 3443 2887
Basic Materials INTF 3008 2906 2777 2858 32T 3230 3275 3358 2936 252.1
Industrial Products 2822 2694 2565 2803 2725 2865 27489 | M7 257.1 2187 1857
Construction 131.8 126.3 1185 110.5 103.3 1013 99.6 g26.8 79.7 75.7 75.7
Conglomerates 3023 2977 2828 2TT3 ZETT ZTE 2685 2996 2852 746 2710
Technology 1527.3 14869 13925 13436 13264 12435 12309 12000 1051.4 922.4 g239
Aerospace 2819 2686  259.7 2561 2483 2421 2427 24258 2311 2285 2281
CilEnergy 1163.9 10541 9750 7796 9533 14480 14751 14902 1507.3 12114 1083.3
Finance 14066 13252 14947 15269 1480.0 14890 14278 14193 1358.9 13445 12880
Uitilities 352.1 3462 3403 3226 3214 3384 331 2893 303.9 2941 2813
Transportation 3713 3701 3536 3208 3302 | 3334 3038 2819 280.3 2406 2113
Business Services 223.0 2137 2024 194.3 1786  176.7 1740 1683 1617  147.8 1365
S&P 500 11970.8 113751 77171706 106736 104727 108986 103805 101844 57478 88657 B8160.2
ex Finance 10564.2 100489 96760 91457 59838 022085 89528 87751 8328.0 75212 68721
ex DilEnergy 10806.9 10321.0 707356 98940 195195 ©2488 389054 87041 82405 7E54.4 70763

Source: Zacks Investment Research, Inc.

Data as of: April 6, 2017

The charts below show current consensus earnings estimates for this year contrasted

with what is expected for 2018 and 2019 and actual results for the preceding 9 years.

A ZACKS
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Chart 9 — Total Annual S&P 500 Earnings

Total S&P 500 Annual Earnings (billion %)
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Chart 10 — Total Annual S&P 500 Earnings (Excluding Energy)

Total ex-Energy S&P 500 Annual Earnings (billion $)
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Chart 11 — Total Annual Earnings Growth
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Annuwal Earnings Growth Rate - S&P 500
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Chart 12 — Total Annual Earnings Growth (ex-Energy)

Annual ex-Energy Earnings Growth Rate - S&P 500
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The three sectors expected to be big drivers of earnings growth in 2018 are the Finance,
Technology, and Energy sectors. The charts below show current earnings expectations
for these sectors

A ZAC KS www.Zacks.com
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Chart 13 — Energy Starts Growing Again

Energy Sector Annual Earnings (billion %)

140

120

100

=]
=
-+

&l

3

50
41.2

40
20 I 10.0
0 [ |

2075 2076

E
W)

Pl
(=]
-
b |
Pa
(=]
-
[=-]
m
Pa
L=}
-y
=]
m

Spurce: Zacks Investment Research, Inc.

Chart 14 — Tech Growth Expected to Ramp Up

Tech Sector Annual Earnings (billion %)
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Chart 15 - Finance Regains its title as the Biggest Earnings Contributor

Finance Sector Annual Earnings (billion %)
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The Margins Picture

The table below shows net margin expectations for Q1 in the context of where they have
been and where they are expected to go in the coming quarters.
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Table 16: Quarterly Net Margins

Quarterly Margins

Lacks Sectors i JQ17TE 2017E  1Q17E

Cons. Staples 122% 128% 13.5% 127% 711.%%h  121% 13.1% 123% 12.0%
Cons. Discretionary 112% 11.4% 7% 103% 70.3%  11.4% 12.0% 11.0% 11.0%
RetailWWholesale 41% 47% 4.4% 4.5% 3.8% 4.8% 44% 45% 41%
Medical 99% 10.0% 10.3% 10.0% 9.8% 9.7% 104% 10.4% 10.5%
Autos 2.6% 2.4% 2.9% 6.3% 5.2% 4.8% 2.7% 69% 67%
Basic Materials 10.6% 9.2% 2% 108% 70.7% 8.2% 66% 104% 99%
Industrial Products 8.1% 8.6% 9.2% 9.0% 7.3% 8.1% 8.8% 92% T4%
Construction 6.2% T.4% 6.2% 7.5% 5.3% 6.8% 9% TF1% 56%
Conglomerates 13.5% 13.8% 127% 10.8% 9.2%  12.0% 11.4% 13.0% 9.5%
Technology 18.4% 191% 18.0% 175% 1R2% 187% 17.7% 165% 16.5%
Agrospace 1% 7.9% T.6% 7.4% T.1% 7.8% 9.2% 49% T.0%
OiEnergy 3.9% 3.1% 3.2% 4.7% 1. 2.4% 22%  12% -1.0%
Finance 17.3%  17.0% 16.8% 16.8% 7159%% 162% 18.1% 15.7% 15.5%
Utilities 10.0% 8.8% 13.1% 98% T0.7% 9.1% 13.7% 1059% 11.4%
Transportation T.4% 8.4% 9.7% 9.5% 6. 6% 8.1% 10.7% 10.3% 9.0%
Business Services 158% 17.1% 165% 15.8% 7157h 16.8% 166% 155% 152%
S&P 500 10.7%  10.8% 10.8%  10.4% 9.9% 10.4% 10.6% 10.2% 9.8%
ex Finance 9.6% 5.9% 5.9% 9.5% 5.9% 9.4% 7% 93% 389%
ex OilEnergy 11.1%  11.4% 11.4% 11.0% 70.4% 11.0% 11.3% 109% 10.5%

Source: Zacks Investment Research, Inc.
Data as of: 4/8M7 10:44 AM www.zacks.com
The charts below show current margins expectations in a historical context. The first chart

shows margins on a quarterly basis since early 2012 while the second one shows annual
margins since 1999. As you can see, margins are already past cyclical highs.
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Market Cap vs. Total Earnings

The charts below show the share of estimated total earnings for 2016 as well as the share
of total market capitalization for each of the 16 Zacks sectors. Since the S&P 500 is a
market-cap weighted index, each sector’s market cap share is also its index weight.

The Finance sector is about even with the Technology sector in terms of earnings
contribution even though it carries a smaller weight in the index.
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Share of 2016 Income
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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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