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Corporate Earnings Recession Nearing its End:
Projections Suggest Modest Growth in Q3-23, Stronger Rebound in Q4-23 and Beyond

After three consecutive quarters of decline,
corporate earnings are poised for a rebound,
projecting modest growth in Q3 and a stronger
expansion in Q4. This recovery trend is expected to
continue into 2024, with calendar-year earnings
growth projected to reach 10.7%. However, amidst
tightened monetary policy and a slowing global
economy, companies will need to demonstrate
sustainable demand recovery, rather than relying
solely on cost-cutting measures, to sustain this
earnings growth trajectory.

Modest Growth in Q3, Stronger Rebound in Q4 and
Beyond

After three consecutive quarters of declining earnings, the
corporate earnings recession may finally be coming to an end.
FactSet's aggregated analyst data expect average earnings for
S&P 500 companies to have increased by a mere 2.9% in the
third quarter from a year earlier, marking a significant
improvement from the previous quarter’s 5% decline. This
modest growth is expected to be followed by a more robust
rebound in the quarters ahead, with analysts projecting an
earnings expansion of 3.6 to 10.7%%.

S&P 500 Leaving Earnings Recession
EPS Growth (YoY)

15.0% 1139

8.4%
4.0%

10.7%
10.0% 7.2%
5.0% 9% A
0.0%

-1-6%-2.3%
-5.0%

-5.0%

-10.0%
U, %, %, %, %, R, R, R, %, %
DR R VN N N, N, v, 7

<<:P(< J‘(t J‘(

Looking ahead to 2024, researchers expect an even stronger
rebound, with calendar-year earnings growth projected to
reach 10.7%. This represents a substantial increase from the
current year's anemic forecast of 0.9% calendar-year growth.
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Year-over-Year Comparisons: Favorable Base Effects and Sectoral Shifts

The recent "recession" quarters were significantly impacted by unfavorable comparisons to the robust post-
pandemic recovery period of late 2021 and early 2022. These base effects are expected to reverse going forward,
potentially masking underlying earnings trends.

Base effects have been particularly pronounced in the energy sector, which dominated earnings gains in 2022 with
triple-digit profit growth driven by surging oil prices following Russia's invasion of Ukraine. However, as crude
prices retreated earlier this year, the sector's outsized gains started to weigh on overall earnings. Recent oil price
rebounds, familiar to consumers at the gas pump, suggest that the energy sector could once again provide a boost
to earnings growth.

Consumer spending, another key driver of economic activity, also exhibited a notable pattern. After a relatively
subdued first half of the year, consumer spending picked up in the latter half of the summer, potentially signaling
a resurgence in demand that could support earnings growth across various sectors.

Key Takeaways:

° The corporate earnings recession is expected to end in the third quarter of 2023.

° Modest earnings growth is projected in the third quarter, followed by a stronger rebound in the fourth
quarter.

° Calendar-year earnings growth is expected to accelerate in 2024.

° We remain cautious, emphasizing the need for companies to demonstrate durable demand recovery.
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DISCLAIMER These assessments are, as always, subject to the disclaimer provided below.

This material is published by Neox Capital Ltd, for information purposes only and should not be regarded as
providing any specific advice. Recipients should make their own independent evaluation of this information and
no action should be taken, solely relying on it. This material should not be reproduced or disclosed without our
consent. It is not intended for distribution in any jurisdiction in which this would be prohibited. Whilst this
information is believed to be reliable, it has not been independently verified by Neox Capital and Neox Capital
makes no representation or warranty (express or implied) of any kind, as regards the accuracy or completeness
of this information, nor does it accept any responsibility or liability for any loss or damage arising in any way
from any use made of or reliance placed on, this information. Unless otherwise stated, any views, forecasts, or
estimates are solely those of Neox Capital, as of this date and are subject to change without notice. Neox Capital
is authorised and regulated by the MFSA. © Copyright 2017 Neox Capital. All rights reserved.
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