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Equities are near all-time highs, but growth expectations are
similarly high. According to FactSet, Earnings Per Share (EPS)
guidance revisions for Q2 have positive revisions outstripping
negative ones by almost 2-to-1. In a typical year, that relationship
is reversed. This trend bodes well and economic momentum
remains strong. Cost and wage pressures for companies are real,
but we expect margins to hold up in aggregate.

The small number of companies with May-ending quarters have
seen a high rate of earnings beats. The big banks -- JP Morgan,
Wells Fargo, Goldman Sachs, Citigroup, and Bank of American –
also just reported and posted strong earnings but had muted stock
price reactions to the news, on average. That’s an early indication
that expectations are high, and earnings beats are generally
expected.

For Q2, earnings are expected to grow 66% from a year ago, up
from the 54% projected on April 1st, and the 46% projected at the
beginning of the year (per Refinitiv). For the full year, S&P 500
earnings are now pegged to grow 37%, to $191 per share
(Exhibit 1), versus the prior estimates near mid-20%.

Looking further out, bottom-up Wall Street estimates are calling for
EPS growth of 23% and 17% for Q3 and Q4, respectively. However,
analysts have been trimming forecasts for 2022 reflecting
uncertainty around taxes, stimulus, and economic momentum.
Three months ago, 2022 earnings growth expectations hovered
around 15%, whereas now are down to 12%. A healthy earnings
season is welcome and expected this quarter, but much of the
good news appears to be already priced in.

Not surprisingly, the S&P 500 sectors which were hardest hit by
the pandemic are expected to generate the strongest growth in
the second quarter. Those include Industrials (+571% anticipated
EPS growth), Consumer Discretionary (+273%), Energy (+224%),
Materials (+116%) and Financials (+103%).

Exhibit 1: Strong earnings growth, but moderating into 2022

S&P 500 Annual Operating EPS

$250

$214
$191

$200
$162

$150
$100

$85

$85

$65

$61

2008

2009

$98

$104

$110

2011

2012

2013

$119

$117

$118

2014

2015

2016

$163
$140

$132

$50
$0

2007

2010

2017

2018

2019

2020 2021E 2022E

Source: I/B/E/S
Past performance is not a guarantee of future results.
S&P 500 Index is a float-adjusted market capitalization weighted index that measures the large-cap U.S. equity market. It is not possible to invest directly in an index.
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This report contains our opinion as of the date of the report. It is for general
information purposes only and is not intended to predict or guarantee the
future performance of any investment, investment manager, market sector, or
the markets generally. We will not update this report or advise you if there is
any change in this report or our opinion. The information, ratings, and opinions
in this report are based on numerous sources believed to be reliable, such as
investment managers, custodians, mutual fund companies, and third-party data
and service providers. We do not represent or warrant that the report is accurate
or complete.

Any discussions of specific securities, investment managers, or strategies are for
informational purposes only and should not be considered investment advice.
The report does not constitute an offer to sell or a solicitation to buy any security
or investment product. Any offer to sell or solicitation to buy an interest in any
private security, investment product or fund may only be made by receiving a
confidential private offering memorandum, prospectus, investment advisory
agreement or similar documents from the investment manager, which describes
the material terms and various considerations and risks relating to such security,
investment product or fund.

To the extent this report contains information about specific companies or
securities, including whether they are profitable or not, it is being provided
as a means of illustrating the investment manager’s investment thesis. The
investment manager may or may not have invested in these securities at the
time this report was prepared or is accessed by the reader. References to specific
companies or securities are not a complete list of securities selected and not all
securities selected in the referenced timeframe were profitable.

Alternative investments, such as private equity and hedge funds, contain risks
that are amplified when compared with other asset classes, such as illiquidity,
stock or sector concentration, financial leverage, difficulties in valuation, and
short selling. Alternative investment vehicles have minimal regulatory oversight
and alternative managers have the latitude to employ numerous investment
strategies with varying degrees of risk.
We are not licensed or registered with any financial services regulatory authority
outside of the United States. Non-U.S. residents who maintain U.S.-based
financial services accounts with us may not be afforded certain protections
conferred by legislation and regulations in their country of residence with
respect to any investments, investment solicitations, investment transactions or
communications made with us.

Other Bank of Montreal affiliates, and their agents and employees, may provide
oral or written market commentary or trading strategies to clients that reflect
opinions that are contrary to the opinions expressed in this report. These same
persons and affiliates may make investment decisions that are inconsistent
with the recommendations or views expressed in this report. We and our
affiliates, directors, officers, employees and members of their households, will
from time to time have long or short positions in, act as principal in, and buy
or sell, the securities referred to in this report. We and our affiliates, directors,
officers, employees and members of their households, may have positions in
the securities mentioned that are inconsistent with the views expressed by this
report.

You may not copy this report or distribute or disclose the information contained
in the report to any third party, except with our express written consent or as
required by law or any regulatory authority.
“BMO Wealth Management” is a brand name that refers to BMO Harris Bank N.A. and certain
affiliates that provide certain investment, investment advisory, trust, banking and securities
products and services.

This report is not intended to be a client-specific suitability analysis or
recommendation, an offer to participate in any investment, a recommendation to
buy, hold or sell securities, or a recommendation of any investment manager or
investment strategy. Do not use this report as the sole basis for your investment
decisions. Do not select an asset class, investment product, or investment
manager based on performance alone. Consider all relevant information,
including your existing portfolio, investment objectives, risk tolerance, liquidity
needs and investment time horizon.

Investment Products are: Not Insured by FDIC or Any Other Government Agency | Not BMO Harris
Bank Guaranteed | Not BMO Harris Bank Deposits or Obligations | May Lose Value
BMO Private Bank is a brand name used in the United States by BMO Harris Bank N.A. Member
FDIC. Not all products and services are available in every state and/or location.
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through BMO Family Office, LLC, an investment adviser registered with the U.S. Securities and
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Any forward-looking statements in this report involve known and unknown risks,
uncertainties and other factors that may cause the actual performance of future
markets to differ materially from the projections depicted in the report. Past
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the extent or depth of any market downturn, nor any assurance regarding the
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which reflect judgments only as of the date of the report. Investment returns
fluctuate, and investments when redeemed, may be worth more or less than the
original investment.
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Standardized performance returns include reinvestment of dividends, other
income and capital gains, which depict performance without adjusting for
the effects of taxation or the timing of purchases and sales. Performance
data is presented without deducting the investment advisory fees and other
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