Q1: Corporate results are among the best
recorded in the past 10 years
11th May 2021

1

The 1Q 2021 reporting season is coming to an end in the US and in the Eurozone.
Corporate results are among the best recorded in the past 10 years, thanks not only
to strong year-on-year earnings growth (+45% and +50% respectively per S&P500 and
EuroStoxx), driven by a statistical comparison effect, but also to a number of earnings
surprises at their highest for the fourth consecutive quarter. In addition, the outlook for
the remainder of the year, as outlined by businesses, is for a further improvement.

Document
for internal use only.
This communication
is intended

for professional investors.

1Q corporate results
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The earnings reporting season is coming to an end both in the US and in the Eurozone.

In the US, an impressive 87% of companies beat earnings growth forecasts, and 72% of
European stocks did the same: record-breaking levels, as was also the case over the
previous three seasons, that follow the excessive lowering of consensus forecasts a
year ago.
US corporate earnings are now at higher levels than before the pandemic, posting
year-on-year growth of close to 45% (as opposed to a consensus forecast of 24% at
the beginning of the season) and quarterly growth of 11%. Revenues were by up 10%
and, despite the increase of prices paid by businesses (for raw materials and
forwarding), profit margins are on the rise. The price increase thee is affecting in
particular the basic materials, consumer, and industrial sectors. Positive earnings
surprises were driven by the technology, financial, discretionary consumer goods, and
telecommunications sectors.
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In the Eurozone, strong positive surprises were recorded in the financial and basic
materials sectors, as well as by companies strongly exposed to the US (the opposite
was true for companies exposed to the emerging countries). Annual earnings growth
of around 50% was amplified by the comparison effect the opening quarter of 2020,
already weaker than in the United States, although the results released are prompting
ongoing upward revisions of future earnings estimates.
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Future earnings forecasts
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Strong upside surprises on earnings and revenues were accompanied by markedly
optimistic guidance from businesses, that have resumed enjoying increasing visibility
on future earnings over the coming quarters.
All the above has prompted analysts to raise earnings growth forecasts for the major
global stock markets, for both 2Q and 2021 as a whole.
On the S&P500, in April alone upward revisions of 2Q estimates were among the
strongest seen in the past 20 years, and fuelled the upswing of stock indices in the
course of the month. Year-on-year earnings growth should peak in 2Q (even only due
to comparison effects), estimated at close to 56% for the S&P500, with forecasts
staying in double-digit territory for the remaining two quarters of the year as well.
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For 2021 as a whole, analysts are forecasting strong earnings growth in year-on-year
terms, by 33% in the US and over 40% in the Eurozone and the emerging economies.
In the US, analysts expect earnings to strengthen thanks to fiscal stimulus measures
and to reopenings, whereas in the Eurozone the acceleration of the vaccination
campaign should result in a recovery in terms of relative performance, narrowing the
wide gap built up last year. However, both in the US and in the Eurozone, even after
the recent upward revisions, forecast earnings in 2021 are still below the levels that
were being estimated before the pandemic.
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Markets performance during the reporting season
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Despite earnings growth and the record-breaking number of upside surprises, the
markets reacted in similar fashion to last year to the release of corporate results,
staying rather cautious on positive reports, and penalising the negative ones. This
would seem to indicate that, despite the high number of upside surprises compared
to analyst forecasts, most of the improvement of earnings has already been priced in.
The recovery of the US and European stock markets accelerated starting at the
beginning of April, supported by strong upward revisions of future earnings forecasts,
as well as by the consolidation of US yields. On the other hand, emerging country
stock markets, more sensitive to the increase of US yields (that materialised in 1Q
2021), are lagging behind, held back by the prospect of a slowdown of the Chinese
economy.
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Earnings revision momentum
Confirmation of solid earnings growth and the upward revision of future growth
forecasts are supportive for the stock markets, that in the course of 2021 should
continue to be fuelled by recovering earnings (as opposed to persistently high
multiples).
However, the upward momentum of earnings revisions, that has supported the
uninterrupted upswing of the markets over the past 12 months, seems close to
peaking at historically high levels (in the US in particular), strengthening the view that
the market has by now largely priced in the exceptionally positive news flows
received over the past few months, and that it is viewing the outcome of the
reporting season more as confirmative evidence of the recovery than as a reason to
go higher.
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In a medium-term perspective the stock markets continue to hold appeal, with the
recovery on track (whereas risk premiums on bonds are still high).
Furthermore, the improvement of corporate balance sheets and of visibility on future
earnings point to a strengthening of investment spending, that will benefit productivity
in the medium period.
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This communication is intended for professional investors.
The content in this communication has been prepared by Eurizon SLJ Capital Limited, a subsidiary of Eurizon Capital SGR S.p.A. (the "SGR").

The information provided and opinions expressed are based on sources believed to be reliable and in good faith, however, no representation or
warranty, express or implied, is made by Eurizon Capital SGR S.p.A. and its subsidiaries as to the accuracy, completeness, reliability and fairness of such
information. Opinions and forecasts are expressed with reference only to the date of their preparation and there can be no assurance that results, or
any future events will be consistent with the opinions and forecasts contained herein.
Nothing contained in this communication should be construed as investment research or marketing communication, nor as a recommendation or
suggestion, implicit or explicit, with respect to an investment strategy involving financial instruments or issuers of financial instruments, nor as a solicitation
or offer, nor as investment, legal, tax or other advice. Reference to the information contained in this communication is at the sole discretion of the
reader.
This communication is also not intended for persons in jurisdictions where the public offering of financial products or the promotion and placement of
investment services and activities is not authorized or to whom it is illegal to make such an offer or promotion.
United States: This communication is not intended for use by residents or citizens of the United States of America and U.S. Persons pursuant to Regulation S
of the Securities and Exchange Commission under the U.S. Securities Act of 1933, as amended and neither this video not any copy thereof may be sent,
taken into, or distributed in the United States of America or given to any U.S. Persons. (https://www.sec.gov/rules/final/33-7505a.htm).
SGR, its subsidiaries and employees are not responsible for any damage (including indirect or accidental) arising from the fact that someone has relied
on the information contained in this communication and is not responsible for any errors and/or omissions contained in such information.
This communication and its contents may not be reproduced, redistributed, directly or indirectly, to third parties or published, in whole or in part, for any
reason whatsoever, without the prior written consent of the SGR.
Past performance is no guarantee of future performance. The value of the investment and the resulting return are subject to fluctuations, may increase
as well as decrease and, at the time of redemption, the investor may not get back the financial investment.
For further information please refer to the legal notice.
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