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As the COVID-19 pandemic upended economic growth and in turn, corporate earnings, it is no surprise that earnings growth for 

the S&P 500 was considerably negative for the full year of 2020, down -22%. However, using history as a guide, periods of 

significantly negative earnings growth have tended to be followed by strong earnings during the next year. In 2001, earnings 

growth was down -31% followed by earnings growth of 19% in 2002. In 2008 earnings growth was -40% followed by earnings 

growth of 15% in 2009.1 This gives us optimism that we could see a similar bounce back in 2021.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Wall Street appears to agree with our optimism. According to FactSet, For Q1 2021, the blended estimated earnings growth rate 

for the S&P 500 is 33.8%. If 33.8% is the actual growth rate for the quarter, it will mark the highest year-over-year earnings 

growth rate reported by the index since the third quarter of 2010 (34.0%).2 

 

In a typical quarter, analysts usually reduce earnings estimates during the quarter. Over the past five years (20 quarters), earnings 

estimates have fallen by 4.2% on average during a quarter. Over the past fifteen years, (60 quarters), earnings estimates have 

fallen by 5.1% on average during a quarter. This quarter appears to be reversing that trend; analysts increased earnings estimates 

for companies in the S&P 500 in aggregate for Q1 2021. On a per-share basis, estimated earnings for the first quarter increased 

by 6.5% from December 31 to March 31. In fact, the first quarter of 2021 marked the largest increase in the bottom-up EPS 

estimate during a quarter since FactSet began tracking the quarterly bottom-up EPS estimate in Q2 2002. The previous record 

was 5.4%, which occurred in Q1 2018 after tax reform was passed. Similarly, more S&P 500 companies have issued positive EPS 

guidance for Q1 2021 than average as well. At this point in time, 96 companies in the index have issued EPS guidance for Q1 

2021, Of these 96 companies, 35 have issued negative EPS guidance and 61 have issued positive EPS guidance. The percentage 

of companies issuing positive EPS guidance is 64% (61 out of 96), which is well above the 5-year average of 35%. If 61 is the 

final number for the quarter, it will mark the highest number of S&P 500 companies issuing positive EPS guidance for a quarter 

since FactSet began tracking this metric in 2006.3 

 

While the earnings picture is flush with positive outlooks, we do acknowledge the potential shock to earnings due to a hike in the 

corporate tax rate. According to Goldman Sachs, the S&P 500 could experience a -3% to -9% hit to earnings if corporate taxes 

are increased.4 However, this impact will most likely not show up in earnings until 2022. Thus, we expect robust earnings over 

the coming quarters, which will be a welcome counterweight to currently elevated valuations. With earnings catching up to prices 

we believe this is another catalyst to push stocks higher.  
 

 
1 https://am.jpmorgan.com/content/dam/jpm-am-aem/global/en/insights/market-insights/guide-to-the-markets/mi-guide-to-the-markets-us.pdf 
2https://www.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_042321B.pdf 
3https://www.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_040921.pdf?hsCtaTracking=31d0f488-5c02-4193-b93b-

f1708067f4fa%7Cb994622e-6b82-4c98-ad34-76c848088314 
4 https://www.marketwatch.com/story/heres-what-tax-hikes-could-mean-for-the-stock-market-as-biden-pushes-infrastructure-plan-11616790374 
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Disclosures: 
The opinions expressed herein are those of Ladenburg Thalmann Asset Management, Inc. (“LTAM”) and are subject to change. The 

information contained in this presentation has been taken from trade and statistical services and other sources, which we believe to be reliable. 

We do not guarantee that this information is accurate or complete and it should not be relied upon as such. 

This presentation is for informational and illustrative purposes only and is not intended to meet the objectives or requirements of any specific 

individual or account. Past performance is not an indicator of future results. An investor should assess his/her own investment needs based on 

his/her own financial circumstances and investment objectives. 

Any indices and other financial benchmarks shown or referenced are provided for illustrative purposes only, indices are unmanaged, and 

investors cannot invest directly in an index. Index returns do not reflect any fees, expenses, or sales charges. Returns are based on price only 

and do not include dividends. The information and views expressed are given as of the date of the writing and are subject to change. This 

information is not to be used or considered as an offer or solicitation. 

LTAM is a SEC Registered Investment Adviser under the Investment Advisers Act. LTAM provides investment advisory services and may be 

included in advisory platforms sponsored or administered by affiliates or third-parties. LTAM does not provide tax or legal advice. Please 

consult your tax advisor or attorney. For additional information, please see the Program Disclosure Brochure or ADV Part II for full details, 

which are available upon request or please visit www.adviserinfo.sec.gov. 
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