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Presenter
Presentation Notes
Andrew Gluck: Welcome, welcome, welcome to you all. Today is February 28th, Friday. We’re doing this 3 p.m. unusual session. It was an unscheduled session, but we have pledged to you that when the market declines 10 percent on the S&P 500 we’ll get together with you.
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Important Information

The views and opinions expressed are those of the speaker, Fritz Meyer and are
subject to change based on factors such as market and economic conditions.
These views and opinions are not an offer to buy a particular security and should
not be relied upon as investment advice. Past performance cannot guarantee
comparable future results.

Presenter
Presentation Notes
Please take a moment to read this important information.
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Important Information

Performance quoted is past performance and cannot guarantee comparable future results; current
performance may be higher or lower.

Results shown assume the reinvestment of dividends.

An investment cannot be made directly in an index.

Investments with higher return potential carry greater risk for loss.

Investing in small companies involves greater risks not associated with investing in more established
companies, such as business risk, significant stock price fluctuations and illiquidity.

Foreign securities have additional risks, including exchange rate changes, political and economic
upheaval, the relative lack of information about these companies, relatively low market liquidity and
the potential lack of strict financial and accounting controls and standards.

Investing in emerging markets involves greater risk than investing in more established markets such as
risks relating to the relatively smaller size and lesser liquidity of these markets, high inflation rates,
adverse political developments and lack of timely information.

Fluctuations in the price of gold and precious metals often dramatically affect the profitability of the
companies in the gold and precious metals sector. Changes in political or economic climate for the
two largest gold producers, South Africa and the former Soviet Union, may have a direct effect on the
price of gold worldwide.

Presenter
Presentation Notes
Before we get started, I would like to call your attention to our cautionary statements on the following slides. I will give you a moment to read it. It basically tells you that we are going to share opinions and estimates with you and that these should not be construed to be fact or any type of guarantee against market loss. 




(6) Bottom line. We don’t have any virologists on staff at Yardeni Research, but it seems to us that COVID-19 is very similar to the flu but perhaps less threatening. 
COVID-19 has killed far fewer people up until now than the flu does every year. Through Wednesday, there were 2,768 deaths from COVID-19 around the world, far 
fewer than the 25,000 to 69,000 Americans who die from the flu each year. Moreover, its demographic profile differs: COVID-19’s fatalities have been mostly older 
people with preexisting medical conditions, who tend not to be as vulnerable to the flu as children, and COVID-19 has spared children 10 years and younger, a 
population that is more vulnerable to flu. 
– Yardeni Research Inc. 2/27/20

If you are in an area where there is an outbreak of COVID-19 you need to take the risk of infection seriously. Follow the advice issued by national and local health 
authorities. Although for most people COVID-19 causes only mild illness, it can make some people very ill. More rarely, the disease can be fatal. Older people, and those 
with pre-existing medical conditions (such as high blood pressure, heart problems or diabetes) appear to be more vulnerable. 
– World Health Organization 2/28/20

Yet how big an impact the virus ultimately has depends partly on how transmissible and deadly it turns out to be – factors that aren’t yet fully understood. In 
some ways, as the stock market tumble suggests, that uncertainty is driving concern. 
– WSJ, 2/28/20

Bank of America said it expects the disruption from the coronavirus epidemic to cause the global economy to grow at its slowest pace since 2009. The bank has cut its 
estimate for global GDP growth to 2.8% from 3.1% previously. It also now sees China's economy growing 5.2% this year, down from previous estimates of 5.6%. If 
that pans out, that would mark the slowest rate of growth for China in three decades. 
– WSJ website, 2/28/20

Point of  View
Covid-19

How do I distinguish the new coronavirus from the flu or the common cold?
It is impossible to do based on the symptoms alone. The main symptoms of the new coronavirus are fever, cough, shortness of breath and general fatigue and muscle 
aches. These overlap with the symptoms of any respiratory virus.
— WSJ, 2/28/20

Q: Will warm weather stop the outbreak of COVID-19?
A: It is not yet known whether weather and temperature impact the spread of COVID-19. Some other viruses, like the common cold and flu, spread more during 
cold weather months but that does not mean it is impossible to become sick with these viruses during other months. At this time, it is not known whether the 
spread of COVID-19 will decrease when weather becomes warmer. There is much more to learn about the transmissibility, severity, and other features associated 
with COVID-19 and investigations are ongoing. 
– Centers for Disease Control 2/28/20

Presenter
Presentation Notes
Fritz Meyer: OK. Thanks, Andy. Thank you all for joining us today. In this first screen, what I thought I’d do is just gather and collate everything that I know about Covid-19, which is the coronavirus’ official name. And I thought I’d just spend a minute ticking through these points, and you'll see why in a second. The first point on this slide is that, "Although for most people Covid-19 causes only mild illness, it can make some people very ill. More rarely, the disease can be fatal." That's from the World Health Organization today. 

Second point is, "How do I distinguish the new coronavirus from the flu or the common cold? It is impossible to do based on the symptoms alone." Well, that's a really revealing statement. It's impossible to distinguish coronavirus '19, Covid-19, from this year's flu or a common cold. Doesn't that suggest to you that it could be overblown [laughs]? I just think that's a really interesting statement. 

I checked with Ed Yardeni, who's also been doing as much as anybody can possibly do in researching this virus, and he concludes that, "It seems to us that Covid-19 is very similar to the flu but perhaps less threatening." Another interesting and revealing point. "Will warm weather stop the outbreak of Covid-19? And this is from the CDC's website. At this time, it is not known whether the spread of Covid-19 will decrease when weather becomes warmer." However, the CDC's website suggests that Covid-19 is very much like other viruses, including the common cold. And as we all know, the common cold and flu do dissipate with warming weather.

My hunch is that this virus will probably act very much like other viruses, including the common cold and other forms of flu. Let's call it common varieties of flu. And my hunch is that, too, it will probably dissipate very much like those other viruses as the weather gets warm. In fact, here's the punch line. I think we'll be sitting here in June of this year, looking back on February and March, thinking that, "What was that all about?" This thing probably will act and behave a lot like other flu viruses.

Wall Street Journal today, "Yet how big an impact the virus ultimately has depends partly on how transmissible and deadly it turns out to be – factors that aren't yet fully understood." So, what they're pointing to is uncertainty, and that's what comes through pretty clearly, too, if you go to the CDC's website or the World Health Organization's website. They're saying, "We the experts in the medical profession and community don't yet know a lot about it, how transmissible it is and how serious it is, except that the early indications are that we think it acts a lot like other common flu varieties."

And then, the final statement on the page is, "Bank of America said it expects the disruption from the coronavirus to cause the global economy to grow at its slowest pace since 2009. The bank has cut its estimate for global GDP growth to 2.8 percent from 3.1 previously." What essentially, they're doing is taking first quarter GDP growth estimates down significantly but leaving the rest of the year pretty much as it had been. And I think that makes sense to me, given the curtailment in global travel, global meetings, and everything else you've read about. Disruptions in the supply chain and so forth. But the bottom line, though, it occurs to me that that's really not a serious downward revision beyond the first quarter.

So, the punch line, at least in my mind, is, look, I think you're looking at a pretty decent buying opportunity in the stock market. I think, as one of you on this call sent me today a video of Dr. Drew, who is a high-profile media doctor, who is actually ranting and raving about how overhyped the coronavirus has been by the media, suggesting that probably it's no worse than anything else we've seen, and there are a lot more pressing problems. 

Anyway, my takeaway is that probably it will turn out to have been overhyped by the media. Probably not that serious in real terms. Probably a short-term disruption to global economic expansion, and as a result, I think you're looking at a pretty decent buying opportunity in the stock market.
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Stock market
S&P 500 volatility

Source: Standard & Poor’s. data through February 28, 2020.
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Remember the basic axiom of investing in common 
stocks: over the long-term investors earn the equity 

risk premium precisely because they expose 
themselves to price volatility, also known as risk.

Presenter
Presentation Notes
Meyer: Now, let me quantify some of what's happened in the market. First of all, you're probably all familiar with this chart. Volatility is in the red data series, and these are the daily percent changes in the S&P 500. I just wanted to make this point. The maximum daily change was 4.4 percent, and you can see that the frequency with which those types of one-day downdrafts occur is what you see in this chart. 

Again, I've been using this chart to suggest to investors that volatility goes with the territory. And in fact, volatility is something to embrace if you're a long-term equity investor, because it is the key reason that we get the equity risk premium in common stocks. We deliberately subject a portion of our portfolios to volatility, which in turn has delivered 10 percent in round number common stock returns versus 4 percent over the long term in fixed income. The 6 percentage point equity risk premium comes as a result of this picture of volatility. And so, what we're suggesting here is that this—

Gluck: Fritz?

Meyer: Yes?

Gluck: Please click on the slide so you get rid of that toolbar at the bottom.

Meyer: Thank you. But my point is that this degree of volatility, 4.4 percent, the maximum daily drawdown, is not all that frequent compared to, let's say, 2 percent downturns, which on average have occurred every 33 trading days. But this level of volatility has occurred, let's call it, on average once a year. But nonetheless, that is pretty frequent, and so investors just need to be prepared. And when it comes around, as it has, because of some trigger mechanism, in this case, Covid-19, it's not something to be too concerned with. And in fact, it's something to expect.



Stock market
S&P 500 volatility – snowball effect

Presenter
Presentation Notes
Meyer: That perspective is what I'm getting at, and I think it's just important. Now, what happens in a downdraft in the stock market is that it gets exacerbated, and I think substantially so, by market participants who are buying puts to protect against market downswings. And the more the market sells off, the more puts are purchased. And then, what happens is those sellers of puts … This, by the way, is in an article that is in today's Wall Street Journal. It just explains how you get this snowball effect, the piling-on effect, exacerbating a downturn that might otherwise have been lots more modest. So, buying puts, on the part of investors, has the effect of having those sellers of the puts, then, short stocks, meaning add to the selling, so that you get exacerbated swings in the market. And that's happening in spades in this current development.



Stock market
S&P 500 – coronavirus correction

Source: Standard & Poor’s. Data through mid-day February 28, 2020.7
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Presenter
Presentation Notes
Meyer: Here's the stock market. And this latest data point is updated through an hour ago, where we were at approximately 2900 on the S&P 500. So, to date, it's a 14.6 percent correction from the February 19th all-time high. And I guess that the observation I'd give you with this chart is to suggest that, look, the stock market was almost a straight-up line beginning with the fourth quarter of last year, and the positive data points were a booming November jobs report, the trade deal with China, a booming January jobs report, and of course a very supportive Federal Reserve, who has just cut the fed funds target rate three consecutive points so that we're at 1.55 on the fed funds target rate.

So, I think, in a sense, one can also think that, or conclude that, man, it was a one-way ride in the stock market for four consecutive months. Maybe the stock market was ahead of itself. And you'll hear people express that, and I think there is something to that. I'm going to talk about valuation in a little while. And so, we're back to where we started, beginning of the fourth quarter, approximately.



Stock market
Muted worries in the bond market     

No recession fears 
reflected here.

This market-based 
measure of risks 
has spiked 
spuriously many 
times in the past.

Source: ICE Benchmark Administration Limited (IBA), ICE BofAML US High Yield Master II Option-Adjusted Spread [BAMLH0A0HYM2], 
retrieved from FRED, Federal Reserve Bank of St. Louis. Data through February 26, 2020.  
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Presenter
Presentation Notes
Meyer: Interestingly, the bond market and bond investors are not reflecting any recession fears. In this data series, it's the high-yield spread to Treasuries, an often-cited statistic on the theory that bond market investors are typically more sensitive to downturns in economic activity and the potential for a recession. And what we're seeing here is, while we've seen just this small uptick in junk spread to Treasuries, as you can see most recently here, you're certainly not seeing a material rise in concern that recession will result from the coronavirus. I think that's really an interesting takeaway. 

So, it really is a stock market phenomenon, and I think, again, it's more of a panic attack in the stock market rather than the stock market reflecting any serious concerns about underlying economic strength. Where in fact, as I've pointed out repeatedly, most recently in the webinar two weeks ago, the U.S. economic data is uniformly quite positive. Yes, obviously, some people will start revising lower certain aspects of the economic data but, essentially, consumer spending is in terrific shape because American consumers are in terrific shape. And that will be the underlying driver of continued economic expansion here in the United States.
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Stock market arithmetic
Total return = 7.4% earnings-driven price + 2.2% dividends reinvested

+10% per year S&P 500 
total return over the 
last 29 years is in line 
with the stock market’s 
long-term returns 
going back to 1926, or 
back even further to 
1871.3

Source: Standard and Poor’s. Data through February 27, 2020.1 Compound annual growth rate. 2 S&P 500 total return index. 
3 per Professor Jeremy Siegel’s seminal Stocks for the Long Run, first published in 1994.
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Presenter
Presentation Notes
Meyer: This next chart puts, again, this most recent downturn into perspective. And here, as you're all aware, I continuously plot the S&P 500 total return index and the S&P 500 price index, both of them, and I superimpose the compound annual rate of return to match the most recent data point. So, whereas two weeks ago that compound annual growth path for the S&P 500 total return index was 10 percent, when I re-matched that trend to the most recent data point on the market, it's 9.6 percent, which suggests to me, again, that the market is clearly doing exactly what Jeremy Siegel, among others, would expect it to do, given 200 years of U.S. financial history during which time the market has approximated 10 percent total return. 

So, it looks to me, again, on this chart, as you could make the case that the stock market maybe surged a little bit ahead of where one thought it might be, given the most recent yearly trends of 9.6 percent total return rather than the 10 percent. But in round numbers, the stock market continues to be approximately where one would expect it to be, given the underlying earnings growth that drives stock prices.
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Stock market arithmetic
Total return = 7.4% earnings-driven price + 2.2% dividends reinvested

Source: Standard and Poor’s. Data through February 27, 2020.1 Compound annual growth rate. 2 S&P 500 total return index. 
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Presenter
Presentation Notes
Meyer: Putting that same chart on a logarithmic scale, again, gives this perspective that the stock market, again, looks to be tracing out a perfectly straight line. And again, one could conclude that, well, maybe stocks were a little bit ahead of themselves here, after four months of this consistent run higher, beginning with the fourth quarter. And now we've reverted to the long-term trend.
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Stock market
S&P 500 and crises

Source: Standard and Poor’s. Data through February 27, 2020.  1 Compound annual growth rate. 
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Presenter
Presentation Notes
Meyer: This chart, I think, is also very useful in periods like this, when people really start panicking about one thing or another. S&P 500 and Crises. And again, you can see how Covid-19 compares to the SARS epidemic and the MERS epidemic. These things came and went, and yet the stock market continues to march higher over time, driven by fundamental economic factors and, most specifically, S&P 500 earnings.
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Stock market arithmetic
+7.5% earnings growth has driven +7.9% stock price gains

1 2019 (actual), 2020 (estimated) and 2021 (estimated) bottom-up S&P 500 operating earnings per share as of February 24, 2020: for 2019(a), $163.03; for 
2020(e), $175.68; for 2021(e), $195.65. Sources: Yardeni Research, Inc. and Thomson Reuters I/B/E/S for actual and estimated operating earnings from 
2015. Standard and Poor’s for actual operating earnings data through 2014. 
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Presenter
Presentation Notes
Meyer: So, let's talk about earnings. And what we see in this chart is that when I just looked at analysts' earnings estimates for 2020, whereas two weeks ago I told you that the estimates for this year were up 9 percent year-over-year, now it's 8 percent. One of the things that happened, actually, though, was that 2019 earnings were revised up just a smidge from the last time. But also, 2020 earnings were revised downward just a smidge to compensate for the coronavirus impact. 

Now, probably what will happen is analysts will … It's still early in the game, and these estimates only were up through February 20th, so that's a week old, but nonetheless, analysts are not taking an ax to their estimated earnings for 2020. They have shaved just a little bit, and they've shaved principally, again, out of the first quarter estimates, remaining intact the second, third, and fourth quarter estimates, for the most part. 

And interestingly, the 2021 earnings estimates were only shaved by a few cents. And so, analysts are tending to look past this most recent concern, meaning the virus, and saying, well, it too will pass. And according to the companies that we survey and talk to on a weekly basis, most company managers are also assuming the same thing.
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Coronavirus
S&P 500 revenues and earnings revisions

Since Covid-19 hit the news
Revenues % change Earnings % change
1/23/20 to 2/20/20 1/23/20 to 2/20/20

Technology 1.7 3.4
Utilities 0.3 1.7
Communication Services 1.1 0.6
Health Care 0.4 -0.2
Consumer Staples 0.2 -0.4
Financials 0.2 -0.4
Consumer Discretionary -0.3 -1.2
Real Estate -1.2 -1.5
Materials -1.8 -5.6
Industrials -2.6 -6.4
Energy -1.6 -6.9
S&P 500 0.0 -0.6

Source: Yardeni Research, Inc. with permission. February 27, 2020.

Presenter
Presentation Notes
Meyer: If we look at the sector earnings revisions, first of all, you can see revenue percent change estimates in these columns are calculating the revisions to revenue estimates from the inception of the Covid-19 hitting the news, that being dated to January 23rd, to the most recent revenue change estimates, as of February 20th. And interestingly, technology has actually seen upward revisions to revenues. The S&P 500 as a whole has seen no net revisions to revenues since the Covid-19 hit the news.

Then, if we look over in the earnings column, what you can see is that some sectors are taking a very big hit as a result of Covid-19, but tech, on the other hand, for example, and utilities and communication services actually have seen slight upward earnings revisions since Covid-19 hit the news. But the bottom line with respect to the S&P 500 is we've only seen a very modest trimming in S&P 500 earnings estimates for the current year, for 2020.



Valuation
S&P 500 vs. actual and estimated earnings

49
2019 (actual), 2020 (estimated) and 2021 (estimated) bottom-up S&P 500 operating earnings per share as of February 24, 2020: for 2019(a), $163.03; for 2020(e), 
$175.68 for 2021(e), $195.65. Sources: Yardeni Research, Inc. and Thomson Reuters I/B/E/S for actual and estimated operating earnings from 2015. Standard and 
Poor’s for actual operating earnings data through 2014; and index stock price data through mid-day February 28, 2020.
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Meyer: Now let's look at the stock market and these earnings estimates. And you can see in this chart this very substantial correction that we've seen. And the reason I show you this chart every month is to show the correlation between earnings, in the red, and the S&P 500, in the black. And what you can see is, in this chart, at least, just eyeballing this chart, it suggests also that, well, maybe the stock market got ahead of itself. As you can see that it was just lining up the S&P 500 price indexes versus historic earnings, well, maybe the stock market was ahead of itself. And now maybe it's a little bit under where one would expect it to be, given just the visual history here.
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		ESTIMATES																				2010Q4		1257.64		83.78		$21.94		$83.78				1988Q4		277.72		24.12		458.28		385.92		434.16

		12/31/2012						$23.77		$25.18						14.24		13.93				2010Q3		1141.2011569059		79		$21.56		$79.00				1989Q1		294.87		25.05		475.95		400.8		450.9

		09/30/2012						$23.73		$24.10						14.55		14.24				2010Q2		1030.71		73.22		$20.90		$73.22				1989Q2		317.98		25.53		485.07		408.48		459.54

		06/30/2012						$22.35		$22.90						14.61		14.43				2010Q1		1169.43		66.13		$19.38		$66.13				1989Q3		349.15		24.85		472.15		397.6		447.3

		03/31/2012						$23.35		$23.11						14.48		14.47				2009Q4		1115.10		56.86		$17.16		$56.86				1989Q4		353.40		24.32		462.08		389.12		437.76

		12/31/2011				$25.87		$21.76		$23.08				13.80		14.30		14.42				2009Q3		1057.08		39.61		$15.78		$39.61				1990Q1		339.94		23.52		446.88		376.32		423.36

		09/30/2011				$24.55		$23.37		$22.90				14.39		14.53		14.60				2009Q2		919.32		39.79		$13.81		$39.79				1990Q2		358.02		23.05		437.95		368.8		414.9

		06/30/2011				$23.71		$23.18		$22.66				14.87		15.17		14.82				2009Q1		797.87		43.00		$10.11		$43.00				1990Q3		306.05		23.48		446.12		375.68		422.64

		03/30/2011				$22.06		$24.49		$23.41				15.35		15.80		15.11				2008Q4		903.25		49.51		-$0.09		$49.51				1990Q4		330.22		22.65		430.35		362.4		407.7

		12/31/2010 (99%)		1257.64		$21.94		$20.29		$21.94				15.84		17.24		15.84				2008Q3		1166.36		64.82		$15.96		$64.82				1991Q1		375.22		21.81		414.39		348.96		392.58

														15.01		16.34		15.01				2008Q2		1280.00		69.73		$17.02		$69.73				1991Q2		371.16		20.54		390.26		328.64		369.72

		ACTUAL												 		 		 				2008Q1		1322.70		76.77		$16.62		$76.77				1991Q3		387.86		19.68		373.92		314.88		354.24

		09/30/2010 		1141.2011569059		$21.56		$19.52						14.45		15.88						2007Q4		1468.36		82.54		$15.22		$82.54				1991Q4		417.09		19.30		366.7		308.8		347.4

		06/30/2010		1030.71		$20.90		$19.68						14.08		15.36						2007Q3		1526.75		89.31		$20.87		$89.31				1992Q1		403.69		19.46		369.74		311.36		350.28

		03/30/2010		1169.43		$19.38		$17.48						17.68		19.19						2007Q2		1503.35		91.47		$24.06		$91.47				1992Q2		408.14		19.88		377.72		318.08		357.84

		12/31/2009 		1115.10		$17.16		$15.18						19.61		21.88						2007Q1		1420.86		89.36		$22.39		$89.36				1992Q3		417.80		19.89		377.91		318.24		358.02

		09/30/2009		1057.08		$15.78		$14.76						26.69		84.30						2006Q4		1418.30		87.72		$21.99		$87.72				1992Q4		435.71		20.87		396.53		333.92		375.66

		06/30/2009		919.32		$13.81		$13.51						23.10		122.41						2006Q3		1335.85		85.92		$23.03		$85.92				1993Q1		451.67		22.19		421.61		355.04		399.42

		03/31/2009 		797.87		$10.11		$7.52						18.56		116.31						2006Q2		1270.20		81.73		$21.95		$81.73				1993Q2		450.53		23.55		447.45		376.8		423.9

		12/31/2008		903.25		-$0.09		-$23.25						18.24		60.70						2006Q1		1294.83		79.20		$20.75		$79.20				1993Q3		458.93		25.35		481.65		405.6		456.3

		09/30/2008		1166.36		$15.96		$9.73						17.99		25.38						2005Q4		1248.29		76.45		$20.19		$76.45				1993Q4		466.45		26.90		511.1		430.4		484.2

		06/30/2008 		1280.00		$17.02		$12.86						18.36		24.92						2005Q3		1228.81		74.21		$18.84		$74.21				1994Q1		445.77		27.82		528.58		445.12		500.76

		03/31/2008		1322.70		$16.62		$15.54						17.23		21.90						2005Q2		1191.33		72.25		$19.42		$72.25				1994Q2		444.27		29.00		551		464		522

		12/31/2007		1468.36		$15.22		$7.82						17.79		22.19						2005Q1		1180.59		69.81		$18.00		$69.81				1994Q3		462.71		30.11		572.09		481.76		541.98

		09/30/2007		1526.75		$20.87		$15.15						17.09		19.42						2004Q4		1211.92		67.68		$17.95		$67.68				1994Q4		459.27		31.75		603.25		508		571.5

		06/30/2007 		1503.35		$24.06		$21.88						16.44		17.70						2004Q3		1114.58		64.61		$16.88		$64.61				1995Q1		500.71		33.22		631.18		531.52		597.96

		03/31/2007 		1420.86		$22.39		$21.33						15.90		17.09						2004Q2		1140.84		62.14		$16.98		$62.14				1995Q2		544.75		34.97		664.43		559.52		629.46

		12/31/2006 		1418.30		$21.99		$20.24						16.17		17.40						2004Q1		1126.21		58.08		$15.87		$58.08				1995Q3		584.41		36.72		697.68		587.52		660.96

		09/30/2006 		1335.85		$23.03		$21.47						15.55		17.00						2003Q4		1111.92		54.69		$14.88		$54.69				1995Q4		615.93		37.70		716.3		603.2		678.6

		06/30/2006		1270.20		$21.95		$20.11						15.54		17.05						2003Q3		995.97		51.75		$14.41		$51.75				1996Q1		645.50		38.45		730.55		615.2		692.1

		03/31/2006 		1294.83		$20.75		$19.69						16.35		17.82						2003Q2		974.50		48.95		$12.92		$48.95				1996Q2		670.63		39.26		745.94		628.16		706.68

		12/31/2005 		1248.29		$20.19		$17.30						16.33		17.85						2003Q1		848.18		47.67		$12.48		$47.67				1996Q3		687.33		39.40		748.6		630.4		709.2

		09/30/2005		1228.81		$18.84		$17.39						16.56		18.46						2002Q4		879.82		46.04		$11.94		$46.04				1996Q4		740.74		40.63		771.97		650.08		731.34

		06/30/2005		1191.33		$19.42		$18.29						16.49		18.80						2002Q3		815.28		44.04		$11.61		$44.04				1997Q1		757.12		41.80		794.2		668.8		752.4

		03/31/2005 		1180.59		$18.00		$16.95						16.91		19.57						2002Q2		989.81		41.59		$11.64		$41.59				1997Q2		885.14		42.62		809.78		681.92		767.16

		12/31/04		1211.92		$17.95		$13.94						17.91		20.70						2002Q1		1147.39		38.97		$10.85		$38.97				1997Q3		947.28		43.73		830.87		699.68		787.14

		09/30/2004		1114.58		$16.88		$14.18						17.25		19.29						2001Q4		1148.08		38.85		$9.94		$38.85				1997Q4		970.43		44.01		836.19		704.16		792.18

		06/30/2004		1140.84		$16.98		$15.25						18.36		20.32						2001Q3		1040.94		42.02		$9.16		$42.02				1998Q1		1101.75		44.37		843.03		709.92		798.66

		03/31/2004		1126.21		$15.87		$15.18						19.39		21.66						2001Q2		1224.38		47.03		$9.02		$47.03				1998Q2		1133.84		44.67		848.73		714.72		804.06

		12/31/03		1111.92		$14.88		$13.16						20.33		22.81						2001Q1		1160.33		52.89		$10.73		$52.89				1998Q3		1017.01		44.09		837.71		705.44		793.62

		09/30/2003		995.97		$14.41		$12.56						19.25		25.82						2000Q4		1320.28		56.13		$13.11		$56.13				1998Q4		1229.23		44.27		841.13		708.32		796.86

		06/30/2003 		974.50		$12.92		$11.10						19.91		28.21						2000Q3		1436.51		56.79		$14.17		$56.79				1999Q1		1286.37		45.08		856.52		721.28		811.44

		03/31/2003		848.18		$12.48		$11.92						17.79		27.97						2000Q2		1454.60		55.59		$14.88		$55.59				1999Q2		1372.71		46.86		890.34		749.76		843.48

		12/31/2002		879.82		$11.94		$3.00						19.11		31.89		 				2000Q1		1498.58		53.92		$13.97		$53.92				1999Q3		1282.71		49.38		938.22		790.08		888.84

		09/30/2002		815.28		$11.61		$8.53						18.52		27.14						1999Q4		1469.25		51.68		$13.77		$51.68				1999Q4		1469.25		51.68		981.92		826.88		930.24

		06/30/2002		989.81		$11.64		$6.87						23.80		37.02						1999Q3		1282.71		49.38		$12.97		$49.38				2000Q1		1498.58		53.92		1024.48		862.72		970.56

		03/31/2002		1147.39		$10.85		$9.19						29.44		46.45						1999Q2		1372.71		46.86		$13.21		$46.86				2000Q2		1454.60		55.59		1056.21		889.44		1000.62

		12/31/2001		1148.08		$9.94		$5.45						29.55		46.50						1999Q1		1286.37		45.08		$11.73		$45.08				2000Q3		1436.51		56.79		1079.01		908.64		1022.22

		09/30/2001		1040.94		$9.16		$5.23						24.77		36.77						1998Q4		1229.23		44.27		$11.47		$44.27				2000Q4		1320.28		56.13		1066.47		898.08		1010.34

		06/30/2001		1224.38		$9.02		$4.83						26.03		33.28						1998Q3		1017.01		44.09		$10.45		$44.09				2001Q1		1160.33		52.89		1004.91		846.24		952.02

		03/31/2001		1160.33		$10.73		$9.18						21.94		25.54						1998Q2		1133.84		44.67		$11.43		$44.67				2001Q2		1224.38		47.03		893.57		752.48		846.54

		12/31/2000		1320.28		$13.11		$9.07						23.52		26.41						1998Q1		1101.75		44.37		$10.92		$44.37				2001Q3		1040.94		42.02		798.38		672.32		756.36

		09/30/2000		1436.51		$14.17		$13.71						25.30		26.75						1997Q4		970.43		44.01		$11.29		$44.01				2001Q4		1148.08		38.85		738.15		621.6		699.3

		06/30/2000		1454.60		$14.88		$13.48						26.17		28.02						1997Q3		947.28		43.73		$11.03		$43.73				2002Q1		1147.39		38.97		740.43		623.52		701.46

		03/31/2000		1498.58		$13.97		$13.74						27.79		29.41						1997Q2		885.14		42.62		$11.13		$42.62				2002Q2		989.81		41.59		790.21		665.44		748.62

		12/31/1999		1469.25		$13.77		$12.77						28.43		30.50						1997Q1		757.12		41.80		$10.56		$41.80				2002Q3		815.28		44.04		836.76		704.64		792.72

		09/30/1999		1282.71		$12.97		$11.93						25.98		29.18						1996Q4		740.74		40.63		$11.01		$40.63				2002Q4		879.82		46.04		874.76		736.64		828.72

		06/30/1999		1372.71		$13.21		$12.51						29.29		33.46						1996Q3		687.33		39.40		$9.92		$39.40				2003Q1		848.18		47.67		905.73		762.72		858.06

		03/31/1999		1286.37		$11.73		$10.96						28.54		33.52						1996Q2		670.63		39.26		$10.31		$39.26				2003Q2		974.50		48.95		930.05		783.2		881.1

		12/31/1998		1229.23		$11.47		$8.56						27.77		32.60						1996Q1		645.50		38.45		$9.39		$38.45				2003Q3		995.97		51.75		983.25		828		931.5

		09/30/1998		1017.01		$10.45		$8.99						23.07		26.70						1995Q4		615.93		37.70		$9.78		$37.70				2003Q4		1111.92		54.69		1039.11		875.04		984.42

		06/30/1998		1133.84		$11.43		$9.87						25.38		29.10						1995Q3		584.41		36.72		$9.78		$36.72				2004Q1		1126.21		58.08		1103.52		929.28		1045.44

		03/31/1998		1101.75		$10.92		$10.29						24.83		27.86						1995Q2		544.75		34.97		$9.50		$34.97				2004Q2		1140.84		62.14		1180.66		994.24		1118.52

		12/31/1997		970.43		$11.29		$8.94						22.05		24.43						1995Q1		500.71		33.22		$8.64		$33.22				2004Q3		1114.58		64.61		1227.59		1033.76		1162.98

		09/30/1997		947.28		$11.03		$9.87						21.66		23.31						1994Q4		459.27		31.75		$8.80		$31.75				2004Q4		1211.92		67.68		1285.92		1082.88		1218.24

		06/30/1997		885.14		$11.13		$10.44						20.77		21.83						1994Q3		462.71		30.11		$8.03		$30.11				2005Q1		1180.59		69.81		1326.39		1116.96		1256.58

		03/31/1997		757.12		$10.56		$10.47						18.11		18.82						1994Q2		444.27		29.00		$7.75		$29.00				2005Q2		1191.33		72.25		1372.75		1156		1300.5

		12/31/1996		740.74		$11.01		$9.86						18.23		19.13						1994Q1		445.77		27.82		$7.17		$27.82				2005Q3		1228.81		74.21		1409.99		1187.36		1335.78

		09/30/1996		687.33		$9.92		$9.78						17.44		19.09						1993Q4		466.45		26.90		$7.16		$26.90				2005Q4		1248.29		76.45		1452.55		1223.2		1376.1

		06/30/1996		670.63		$10.31		$10.13						17.08		19.21						1993Q3		458.93		25.35		$6.92		$25.35				2006Q1		1294.83		79.20		1504.8		1267.2		1425.6

		03/31/1996		645.50		$9.39		$8.96						16.79		18.96						1993Q2		450.53		23.55		$6.57		$23.55				2006Q2		1270.20		81.73		1552.87		1307.68		1471.14

		12/31/1995		615.93		$9.78		$7.13						16.34		18.14						1993Q1		451.67		22.19		$6.25		$22.19				2006Q3		1335.85		85.92		1632.48		1374.72		1546.56

		09/30/1995		584.41		$9.78		$8.69						15.92		16.61						1992Q4		435.71		20.87		$5.61		$20.87				2006Q4		1418.30		87.72		1666.68		1403.52		1578.96

		06/30/1995		544.75		$9.50		$9.26						15.58		15.82						1992Q3		417.80		19.89		$5.12		$19.89				2007Q1		1420.86		89.36		1697.84		1429.76		1608.48

		03/31/1995		500.71		$8.64		$8.88						15.07		15.38						1992Q2		408.14		19.88		$5.21		$19.88				2007Q2		1503.35		91.47		1737.93		1463.52		1646.46

		12/31/1994		459.27		$8.80		$8.35						14.47		15.01						1992Q1		403.69		19.46		$4.93		$19.46				2007Q3		1526.75		89.31		1696.89		1428.96		1607.58

		09/30/1994		462.71		$8.03		$7.94						15.37		16.93						1991Q4		417.09		19.30		$4.63		$19.30				2007Q4		1468.36		82.54		1568.26		1320.64		1485.72

		06/30/1994		444.27		$7.75		$7.38						15.32		17.63						1991Q3		387.86		19.68		$5.11		$19.68				2008Q1		1322.70		76.77		1458.63		1228.32		1381.86

		03/31/1994		445.77		$7.17		$6.93						16.02		19.63						1991Q2		371.16		20.54		$4.79		$20.54				2008Q2		1280.00		69.73		1324.87		1115.68		1255.14

		12/31/1993		466.45		$7.16		$5.08						17.34		21.31						1991Q1		375.22		21.81		$4.77		$21.81				2008Q3		1166.36		64.82		1231.58		1037.12		1166.76

		09/30/1993		458.93		$6.92		$5.81						18.10		22.49						1990Q4		330.22		22.65		$5.01		$22.65				2008Q4		903.25		49.51		940.69		792.16		891.18

		06/30/1993		450.53		$6.57		$4.89						19.13		23.31						1990Q3		306.05		23.48		$5.97		$23.48				2009Q1		797.87		43.00		817		688		774

		03/31/1993		451.67		$6.25		$6.11						20.35		22.77						1990Q2		358.02		23.05		$6.06		$23.05				2009Q2		919.32		39.79		756.01		636.64		716.22

		12/31/1992		435.71		$5.61		$3.60						20.88		22.82						1990Q1		339.94		23.52		$5.61		$23.52				2009Q3		1057.08		39.61		752.59		633.76		712.98

		09/30/1992		417.80		$5.12		$4.73						21.01		23.16						1989Q4		353.40		24.32		$5.84		$24.32				2009Q4		1115.10		56.86		1080.34		909.76		1023.48

		06/30/1992		408.14		$5.21		$5.40						20.53		23.94						1989Q3		349.15		24.85		$5.54		$24.85				2010Q1		1169.43		66.13		1256.47		1058.08		1190.34

		03/31/1992		403.69		$4.93		$5.36						20.74		24.93						1989Q2		317.98		25.53		$6.53		$25.53				2010Q2		1030.71		73.22		1391.18		1171.52		1317.96

		12/31/1991		417.09		$4.63		$2.55						21.61		26.12						1989Q1		294.87		25.05		$6.41		$25.05				2010Q3		1141.2011569059		79		1501		1264		1422

		09/30/1991		387.86		$5.11		$3.74						19.71		21.77						1988Q4		277.72		24.12		$6.37		$24.12				2010Q4		1257.64		83.77		1591.63		1340.32		1507.86

		06/30/1991		371.16		$4.79		$4.54						18.07		19.12								271.91				$6.22						2011Q1		1325.83		86.95		1652.05		1391.2		1565.1

		03/31/1991		375.22		$4.77		$5.14						17.20		17.92								273.50				$6.05						2011Q2		1320.64		90.91		1727.29		1454.56		1636.38

		12/31/1990		330.22		$5.01		$4.40						14.58		15.47								258.89				$5.48						2011Q3		1131.42		94.64		1798.16		1514.24		1703.52

		09/30/1990		306.05		$5.97		$5.33						13.03		14.08																		2011Q4		1257.60		96.44		1832.36		1543.04		1735.92

		06/30/1990		358.02		$6.06		$6.07						15.53		16.84																		2012Q1		1408.47		98.12		1864.28		1569.92		1766.16

		03/31/1990		339.94		$5.61		$5.54						14.45		15.69																		2012Q2		1362.16		98.69		1875.11		1579.04		1776.42

		12/31/1989		353.40		$5.84		$4.80						14.53		15.45																		2012Q3		1440.67		97.40		1850.6		1558.4		1753.2

		09/30/1989		349.15		$5.54		$4.85						14.05		14.74																		2012Q4		1426.19		96.82		1839.58		1549.12		1742.76

		06/30/1989		317.98		$6.53		$6.48						12.46		12.61																		2013Q1		1569.19		98.35		1868.65		1573.6		1770.3

																																		2013Q2		1606.28		99.28		1886.32		1588.48		1787.04

		12/31/1988		277.72		$6.37		$5.62						11.51		11.69																		2013Q3		1681.55		102.20		1941.8		1635.2		1839.6

		09/30/1988		271.91		$6.22		$6.38						 																				2013Q4		1848.36		107.3		2038.7		1716.8		1931.4

		06/30/1988		273.50		$6.05		$6.22																										2014Q1		1872.34		108.85		2068.15		1741.6		1959.3

		03/31/1988		258.89		$5.48		$5.53																										2014Q2		1960.23		111.83		2124.77		1789.28		2012.94

																																		2014Q3		1972.29		114.51		2175.69		1832.16		2061.18

		Operating:		Income from product (goods and services), excludes corporate (M&A, financing, layoffs ), and unusual items																														2014Q4		2058.90		113.01		2147.19		1808.16		2034.18

		As Reported:		Income from continuing operations, also known GAAP (Generally Accepted Accounting Principles) and As Reported																														2015Q1		2067.89		119.24		2265.56		1907.84		2146.32		LTM eps through Q1 2015 from Strategist's Handbook dated November 30, 2015.

																																		2015Q2		2063.11		119.26		2265.94		1908.16		2146.68		LTM eps through Q2 2015 from Strategist's Handbook dated November 30, 2015.

																																		2015Q3		1920.03		119.22		2265.18		1907.52		2145.96		LTM eps through Q3 2015 from Strategist's Handbook dated November 30, 2015.

																																		2015Q4		2043.94		117.46		2231.74		1879.36		2114.28		LTM eps through Q4 2015 from Strategists Handbook April 6, 2016

																																		2016Q1		2059.74		117.46		2231.74		1879.36		2114.28		LTM eps through Q4 2015 from Strategists Handbook April 6, 2016

		Estimates are bottom up and top down, as marked																																2016Q2		2098.86		116.61		2215.59		1865.76		2098.98		LTM eps through Q1 2016 from Strategists Handbook June 29, 2016

		The current reporting period is shown (xx%), indicating that xx% is based on actual earnings and 100-xx% are based on estimates																																2016Q3		2168.27		117.3		2228.7		1876.8		2111.4		LTM eps through Q2 2016 from Strategists Handbook December 8, 2016

																																		2016Q4		2238.83		118.06		2243.14		1888.96		2125.08		LTM earnings taken from Yardeni's Weekly Forward Earnings & Valuation January 4, 2017

																																		2017Q1		2362.72		118.05		2242.95		1888.8		2124.9		LTM eps through Q4 2016 from Strategists Handbook March 31, 2017

																																		2017Q2		2423.41		125.25		2379.75		2004		2254.5		LTM earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast July 31, 2017

																																		2017Q3		2519.36		128.21		2435.99		2051.36		2307.78		LTM earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast December 4, 2017

																																11.8%		2017Q4		2673.61		131.98		2507.62		2111.68		2375.64		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast April 3, 2018

																																		2018Q1		2640.87		140.12		2662.28		2241.92		2522.16		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast August 25, 2018

																																		2018Q2		2718.370117		148.57		2822.83		2377.12		2674.26		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast August 25, 2018

																																		2018Q3		2913.97998		157.75		2997.25		2524		2839.5		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast January 7, 2019

																																22.7%		2018Q4		2506.85		161.93		3076.67		2590.88		2914.74		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast April 1, 2019

																																		2019Q1		2834.40		163.99		3115.81		2623.84		2951.82		LTM earnings taken from Yardeni's YRI S&P 500 Earnings Forecast August 5, 2019

																																		2019Q2		2941.76001		164.16		3119.04		2626.56		2954.88		LTM earnings taken from Yardeni's YRI S&P 500 Earnings Forecast August 5, 2019

																																		2019Q3		2976.74		163.59		3108.21		2617.44		2944.62		LTM earnings taken from Yardeni's YRI S&P 500 Earnings Forecast November 4, 2019

																																0.7%		2019Q4		3230.78		163.03		3097.57		2608.48		2934.54		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast February 24, 2020.

																																		2/19/20		3386.15

																																		2/28/20		2908

																																		2020Q1

																																		2020Q2

																																		2020Q3

																																		2020Q4				175.68		3337.92		2810.88		3162.24		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast February 24, 2020.

																																		2021Q1

																																		2021Q2

																																		2021Q3

																																		2021Q4				195.65		3717.35		3130.4		3521.7		Earnings estimate taken from Yardeni's YRI S&P 500 Earnings Forecast February 24, 2020.

																																		2022Q1



S&P 500 Earnings

(left axis)

20191

20191

20191

20201

20201

20201

20211

20211

1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	24.12	25.05	25.53	24.85	24.32	23.52	23.05	23.48	22.65	21.81	20.54	19.68	19.3	19.46	19.88	19.89	20.87	22.19	23.55	25.35	26.9	27.82	29	30.11	31.75	33.22	34.97	36.72	37.700000000000003	38.450000000000003	39.26	39.4	40.630000000000003	41.8	42.62	43.73	44.01	44.37	44.67	44.09	44.27	45.08	46.86	49.38	51.68	53.92	55.59	56.79	56.13	52.89	47.03	42.02	38.85	38.97	41.59	44.04	46.04	47.67	48.95	51.75	54.69	58.08	62.14	64.61	67.680000000000007	69.81	72.25	74.209999999999994	76.45	79.2	81.73	85.92	87.72	89.36	91.47	89.31	82.54	76.77	69.73	64.819999999999993	49.51	43	39.79	39.61	56.86	66.13	73.22	79	83.77	86.95	90.91	94.64	96.44	98.12	98.69	97.4	96.82	98.35	99.28	102.2	107.3	108.85	111.83	114.51	113.01	119.24	119.26	119.22	117.46	117.46	116.61	117.3	118.06	118.05	125.25	128.21	131.97999999999999	140.12	148.57	157.75	161.93	163.99	164.16	163.59	163.03	175.68	195.65	S&P 500

(right axis) 



1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	277.72000000000003	294.87	317.98	349.15	353.4	339.94	358.02	306.05	330.22	375.22	371.16	387.86	417.09	403.69	408.14	417.8	435.71	451.67	450.53	458.93	466.45	445.77	444.27	462.71	459.27	500.71	544.75	584.41	615.92999999999995	645.5	670.63	687.33	740.74	757.12	885.14	947.28	970.43	1101.75	1133.8399999999999	1017.01	1229.23	1286.3699999999999	1372.71	1282.71	1469.25	1498.58	1454.6	1436.51	1320.28	1160.33	1224.3800000000001	1040.94	1148.08	1147.3900000000001	989.81	815.28	879.82	848.18	974.5	995.97	1111.92	1126.21	1140.8399999999999	1114.58	1211.92	1180.5899999999999	1191.33	1228.81	1248.29	1294.83	1270.2	1335.847	1418.3	1420.86	1503.3486	1526.75	1468.3552	1322.703	1280.001	1166.361418	903.25	797.86699999999996	919.32	1057.0786000000001	1115.0999999999999	1169.43119269817	1030.71008330308	1141.20115690593	1257.63598797798	1325.83	1320.64	1131.42	1257.5999999999999	1408.47	1362.16	1440.67	1426.19	1569.19	1606.28	1681.55	1848.36	1872.34	1960.23	1972.29	2058.9	2067.89	2063.11	1920.03	2043.94	2059.7399999999998	2098.86	2168.27	2238.83	2362.7199999999998	2423.41	2519.36	2673.61	2640.87	2718.3701169999999	2913.9799800000001	2506.85	2834.4	2941.76001	2976.74	3230.78	3386.15	2908	1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	1549.12	1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	1	

S&P 500 Earnings ($)



S&P 500 Index





Index	S&P 500





1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	277.72000000000003	294.87	317.98	349.15	353.4	339.94	358.02	306.05	330.22	375.22	371.16	387.86	417.09	403.69	408.14	417.8	435.71	451.67	450.53	458.93	466.45	445.77	444.27	462.71	459.27	500.71	544.75	584.41	615.92999999999995	645.5	670.63	687.33	740.74	757.12	885.14	947.28	970.43	1101.75	1133.8399999999999	1017.01	1229.23	1286.3699999999999	1372.71	1282.71	1469.25	1498.58	1454.6	1436.51	1320.28	1160.33	1224.3800000000001	1040.94	1148.08	1147.3900000000001	989.81	815.28	879.82	848.18	974.5	995.97	1111.92	1126.21	1140.8399999999999	1114.58	1211.92	1180.5899999999999	1191.33	1228.81	1248.29	1294.83	1270.2	1335.847	1418.3	1420.86	1503.3486	1526.75	1468.3552	1322.703	1280.001	1166.361418	903.25	797.86699999999996	919.32	1057.0786000000001	1115.0999999999999	1169.43119269817	1030.71008330308	1141.20115690593	1257.63598797798	1325.83	1320.64	1131.42	1257.5999999999999	1408.47	1362.16	1440.67	1426.19	1569.19	1606.28	1681.55	1848.36	1872.34	1960.23	1972.29	2058.9	2067.89	2063.11	1920.03	2043.94	2059.7399999999998	2098.86	2168.27	2238.83	2362.7199999999998	2423.41	2519.36	2673.61	2640.87	2718.3701169999999	2913.9799800000001	2506.85	2834.4	2941.76001	2976.74	3230.78	3386.15	2908	19X	19X S&P 500 actual and estimated earnings





1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	458.28000000000003	475.95	485.07000000000005	472.15000000000003	462.08	446.88	437.95	446.12	430.34999999999997	414.39	390.26	373.92	366.7	369.74	377.71999999999997	377.91	396.53000000000003	421.61	447.45	481.65000000000003	511.09999999999997	528.58000000000004	551	572.09	603.25	631.17999999999995	664.43	697.68	716.30000000000007	730.55000000000007	745.93999999999994	748.6	771.97	794.19999999999993	809.78	830.86999999999989	836.18999999999994	843.03	848.73	837.71	841.13000000000011	856.52	890.34	938.22	981.92	1024.48	1056.21	1079.01	1066.47	1004.91	893.57	798.38000000000011	738.15	740.43	790.21	836.76	874.76	905.73	930.05000000000007	983.25	1039.1099999999999	1103.52	1180.6600000000001	1227.5899999999999	1285.92	1326.39	1372.75	1409.9899999999998	1452.55	1504.8	1552.8700000000001	1632.48	1666.68	1697.84	1737.93	1696.89	1568.2600000000002	1458.6299999999999	1324.8700000000001	1231.58	940.68999999999994	817	756.01	752.59	1080.3399999999999	1256.4699999999998	1391.18	1501	1591.6299999999999	1652.05	1727.29	1798.16	1832.36	1864.2800000000002	1875.11	1850.6000000000001	1839.58	1868.6499999999999	1886.32	1941.8	2038.7	2068.15	2124.77	2175.69	2147.19	2265.56	2265.94	2265.1799999999998	2231.7399999999998	2231.7399999999998	2215.59	2228.6999999999998	2243.14	2242.9499999999998	2379.75	2435.9900000000002	2507.62	2662.28	2822.83	2997.25	3076.67	3115.8100000000004	3119.04	3108.21	3097.57	3337.92	3717.35	16X	16X S&P 500 actual and estimated earnings





1988Q4	1989Q1	1989Q2	1989Q3	1989Q4	1990Q1	1990Q2	1990Q3	1990Q4	1991Q1	1991Q2	1991Q3	1991Q4	1992Q1	1992Q2	1992Q3	1992Q4	1993Q1	1993Q2	1993Q3	1993Q4	1994Q1	1994Q2	1994Q3	1994Q4	1995Q1	1995Q2	1995Q3	1995Q4	1996Q1	1996Q2	1996Q3	1996Q4	1997Q1	1997Q2	1997Q3	1997Q4	1998Q1	1998Q2	1998Q3	1998Q4	1999Q1	1999Q2	1999Q3	1999Q4	2000Q1	2000Q2	2000Q3	2000Q4	2001Q1	2001Q2	2001Q3	2001Q4	2002Q1	2002Q2	2002Q3	2002Q4	2003Q1	2003Q2	2003Q3	2003Q4	2004Q1	2004Q2	2004Q3	2004Q4	2005Q1	2005Q2	2005Q3	2005Q4	2006Q1	2006Q2	2006Q3	2006Q4	2007Q1	2007Q2	2007Q3	2007Q4	2008Q1	2008Q2	2008Q3	2008Q4	2009Q1	2009Q2	2009Q3	2009Q4	2010Q1	2010Q2	2010Q3	2010Q4	2011Q1	2011Q2	2011Q3	2011Q4	2012Q1	2012Q2	2012Q3	2012Q4	2013Q1	2013Q2	2013Q3	2013Q4	2014Q1	2014Q2	2014Q3	2014Q4	2015Q1	2015Q2	2015Q3	2015Q4	2016Q1	2016Q2	2016Q3	2016Q4	2017Q1	2017Q2	2017Q3	2017Q4	2018Q1	2018Q2	2018Q3	2018Q4	2019Q1	2019Q2	2019Q3	2019Q4	2/19/2020	2/28/2020	2020Q1	2020Q2	2020Q3	2020Q4	2021Q1	2021Q2	2021Q3	2021Q4	2022Q1	385.92	400.8	408.48	397.6	389.12	376.32	368.8	375.68	362.4	348.96	328.64	314.88	308.8	311.36	318.08	318.24	333.92	355.04	376.8	405.6	430.4	445.12	464	481.76	508	531.52	559.52	587.52	603.20000000000005	615.20000000000005	628.16	630.4	650.08000000000004	668.8	681.92	699.68	704.16	709.92	714.72	705.44	708.32	721.28	749.76	790.08	826.88	862.72	889.44	908.64	898.08	846.24	752.48	672.32	621.6	623.52	665.44	704.64	736.64	762.72	783.2	828	875.04	929.28	994.24	1033.76	1082.8800000000001	1116.96	1156	1187.3599999999999	1223.2	1267.2	1307.68	1374.72	1403.52	1429.76	1463.52	1428.96	1320.64	1228.32	1115.68	1037.1199999999999	792.16	688	636.64	633.76	909.76	1058.08	1171.52	1264	1340.32	1391.2	1454.56	1514.24	1543.04	1569.92	1579.04	1558.4	1549.12	1573.6	1588.48	1635.2	1716.8	1741.6	1789.28	1832.16	1808.16	1907.84	1908.16	1907.52	1879.36	1879.36	1865.76	1876.8	1888.96	1888.8	2004	2051.36	2111.6799999999998	2241.92	2377.12	2524	2590.88	2623.84	2626.56	2617.44	2608.48	2810.88	3130.4	

S&P 500 Index









Sheet2





Sheet3







Valuation
S&P 500 vs. 16X and 19X actual and estimated earnings

50
2019 (actual), 2020 (estimated) and 2021 (estimated) bottom-up S&P 500 operating earnings per share as of February 24, 2020: for 2019(a), $163.03; for 2020(e), 
$175.68 for 2021(e), $195.65. Sources: Yardeni Research, Inc. and Thomson Reuters I/B/E/S for actual and estimated operating earnings from 2015. Standard and 
Poor’s for actual operating earnings data through 2014; and index stock price data through mid-day February 28, 2020.
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It’s simply a calculation of 16X and 19X consensus earnings forecasts.
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Presentation Notes
Meyer: Now let's apply the concept of valuation to those same earnings estimates. And here I've applied a valuation range between 16 times earnings and 19 times earnings applied to both historic and earnings estimates. And lo and behold, you can see how the stock market had gone outside of the 16 to 19 times earnings range pretty significantly. And now, with this correction, it's right dead center, where it has averaged over the last almost 30 years. 

However, the point that I was making in the last webinar is that, but most recently, for the last four years, valuations have been tracing out the high end of the valuation range between 16 and 19 times earnings, suggesting that, well, the market has probably been seeking a higher P/E ratio in this new world of record-low interest rates and bond yields, which I continue to believe. In other words, I think when the dust clears, when the smoke clears from the coronavirus, the market's multiple will, once again, seek the high end of this valuation range. And again, this is my opinion on this subject. I can't prove it, but I think probably stocks have got cheap relative to where they will continue to trade.
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S&P 500 P/E ratio vs. inflation

Sources: Standard & Poor’s Corporation and Thomson Reuters I/B/E/S earnings estimates, BEA. Stock price data through mid-day February 28, 2020; 
inflation data through December 2019. Top panel, latest data point: 2979 ÷ estimated trailing operating earnings of $163.03 through 12/31/19 = 18.3X.  
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Presentation Notes
Meyer: Assuming that bond yields remain globally as low as they are today, which I expect to continue to be the case, and inflation continuing to experience downward pressures. So, this is the S&P 500's P/E ratio, explicitly, in the top data series. The S&P 500's P/E ratio today, midday today, is 17.8 times earnings. Whereas, what I've been suggesting is somewhere between 18 and 20 times probably is more normal, and will prove to be a normalized P/E ratio in a new era of extremely low bond yields, interest rates, and inflation. And the stock market is trading at just 16 and a half times consensus, bottom-up, 2020 estimated operating earnings. Again, that's as of an hour ago, 16 and a half times 2020 earnings. Wow. That, to me, represents pretty significant value.
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S&P 500 inflation-adjusted earnings yield

Sources: Standard & Poor’s Corporation, Thomson Reuters I/B/E/S earnings estimates, BEA. 
Stock price data through mid-day February 28, 2020; inflation data through December 2019. 
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Presenter
Presentation Notes
Meyer: Here's another way of looking at the stock market's valuation. This is a means of adjusting the market's P/E ratio for inflation, and this is what we call the real earnings yield calculation. So, it's as if you're combining both of the concepts incorporated in the previous slide, that is to say the market's P/E ratio, with inflation. You're inflation adjusting the market's P/E ratio. You're taking the inverse of the market's P/E ratio, which is the earnings yield. Instead of price over earnings, you're doing earnings over price. And then, you're subtracting inflation from that. 

So, the calculation today is 1 divided by 17.8 times earnings gives an earnings yield of 0.0562, 5.62 percent, from which we're subtracting the most recent inflation of 1.6 percent, ending up with a real earnings yield of approximately 4 percent. And you can see that the long-term average is 3.4 percent, so I think stocks have swung back into attractive valuation, in particular since this most recent sell-off.



Federal Reserve policy
Re-inverted yield curve

Sources: Federal Reserve. 
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Meyer: And the last topic that I wanted to address is whether or not the Fed will likely cut interest rates. And I think probably, with high likelihood, they will. That's increasingly the chatter in the media, one of the key reasons being that the yield curve—you can see yesterday's yield curve here, February 27th, 2020—has now re-inverted. And it's not too far away from the maximum inversion that we experienced on September 3rd, 2019, before the Fed reintroduced slope to the curve by cutting interest rates. And so, the fact that bond yields have cratered and we're seeing record-low 10-year Treasury bond yields has re-inverted the yield curve, and I don't think that's a situation that the Fed will want to see persist.

And since the Fed can't forecast with any accuracy how the Covid-19 plays out in the bond markets, I think probably they will act rather than not act, at a minimum to just provide some comfort to investors, to perhaps put a floor under the stock market. And I wouldn't be surprised if over the weekend they decide to cut rates once again and reintroduce some slope to the yield curve.



Federal Reserve policy
Fed’s key policy lever is the yield curve

Sources: NBER, Federal Reserve. Data through February 27, 2020.
1The interest rate on the 10-year Treasury bond (long term) minus the fed funds rate (short term).
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Meyer: Here's that yield curve, once again. You can see how it inverted and then it un-inverted. And now, most recently, with the huge rally in bonds and U.S. 10-year Treasury yields hitting new record all-time lows, the yield curve has re-inverted. And again, that's not a situation that the Fed will want to see persist, because inverted yield curves have preceded every single recession post-World War II and, as a result, have preceded bear markets in the stock market. We're not at a bear market yet. That's typically defined to be minus 20 percent. We're at about minus 15 percent. But nonetheless, I think the Fed will probably not want to see a bear market in stocks, and hence will probably act sooner rather than later to reintroduce slope to the yield curve. 

I think that's all I had for this interim session, special session. I hope that was helpful. There are a lot of unknowns, of course, with respect to the virus, but, again, if you said, "Well, what's your five-minute summary, or twenty-second summary?" I think probably fears over the virus have been exaggerated.
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All material presented is compiled from sources believed to be reliable and current, but accuracy cannot
be guaranteed. This is not to be construed as an offer to buy or sell any financial instruments and
should not be relied upon as the sole factor in an investment making decision. As with all investments
there are associated inherent risks. Please obtain and review all financial material carefully before
investing.

The opinions expressed are those of the author, are based on current market conditions and are subject
to change without notice.

These materials may contain statements that are not purely historical in nature but are “forward-looking
statements.” These include, among other things, projections, forecasts, estimates of income, yield or
return or future performance targets. These forward-looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict and may
substantially differ from those assumed. All forward-looking statements included herein are based on
information available on the date hereof and Fritz Meyer assumes no duty to update any forward-
looking statement. Accordingly, there can be no assurance that estimated returns or projections can be
realized, that forward-looking statements will materialize or that actual returns or results will not be
materially lower than those presented.
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