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BUSINESS & FINANCIAL OVERVIEW

An earnings tsunami — with 113 S&P 500 components — marks ‘pivot
point’ for stock market
Stock-market investors are bracing for a frenzied week of earnings, in what could be a crucial stage in a potent
recovery from last year’s lows for major equity indexes. In the week ahead, 113 of the 505 S&P 500 SPX, 0.78% companies, representing a little more than one-fifth, or 22%, of the broad-market benchmark’s
constituents, and 13 of the 30 components of the Dow Jones Industrial Average DJIA, -0.84% are slated to
report quarterly results.
It all amounts to the busiest week of earnings season. Also read: Amazon earnings: The e-commerce giant has a
history of missing expectations in the holiday quarter Indeed, Thursday alone will see about three dozen S&P
500 companies report, according to FactSet data.
Art Hogan, chief market strategist at B. Riley FBR, Inc., told MarketWatch that the onslaught represents a
potential “pivot point” for the stock market that has worked its way steadily back from the brink, with the S&P
500, Dow and the Nasdaq Composite Index COMP, -1.11% marking their worst annual declines since 2008.
“This is the real pivot point,” Hogan said. About 252, technology-laden Nasdaq components, or about 9.6% of
the index, is scheduled to report earnings.
The Dow is on a five-week win streak and stands off 7.8% from its Oct. 3 all-time high at 26,828.39, according
to Dow Jones Market Data, the S&P 500 is off 9.1% from its Sept. 20 record close at 2,930.75, while the
Nasdaq stands 11.7% from its Aug. 29 peak at 8,109.69.
Among those notably reporting this week are Amazon.com Inc. AMZN, -1.96% Apple AAPL, -0.93% Microsoft
MSFT, -1.95% Facebook FB, -1.03% Qualcomm QCOM, -1.29% Nvidia NVDA, -13.82% and Tesla Inc. TSLA, 0.22%
“This week may well be the alarm bell, or the signal, that companies have confidence enough to move forward,”
or not,” he said. Thus far, about one-fifth, or 112, of the S&P 500 companies have reported already, with the
majority topping analysts’ earnings estimates: 72.3% of companies have reported above analyst average
estimates, compared with an average outperformance of 64%, but below the average over the past four
quarters of 78%., according to data from Refinitiv.
However, 58.0% of companies have reported fourth-quarter revenue above analyst expectations, which is
below the long-term average of 60% and below the average over the past four quarters of 72%, the data
provider said. Moreover, earnings expectations themselves had been dialed back by analysts just before the
fourth-quarter kicked off amid a panoply of headwinds.
A Monday research note from analysts at Morgan Stanley, including prominent equity strategist Michael Wilson,
expressed reluctance to wax bullish on stocks just yet, given recent corporate earnings.
“We are hesitant to draw a bullish signal for the broader market given that a) the bar for ‘beats’ has been
substantially lowered and b) those areas of the market seeing the biggest rallies were also those where
valuation was at extremes, which is not true of the entire market,” the Morgan Stanley strategists wrote.
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