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EVAPORATING EARNINGS? 

Corporate-earnings estimates for 2020 are likely to be revised downwards substan-
tially in the coming weeks. How hard could the S&P 500 be hit? 

April 03, 2020 Marketing Material 

Chart of the Week 

How bad could things get for corporate earnings, both in the 

U.S. and worldwide? In the face of a global health emer-

gency, the short answer is that it remains hard to tell. Large 

parts of the world are under Covid-19 lockdown, delivering 

tremendous short-term shocks to the supply side and threat-

ening to bring demand destruction on a massive scale. The 

disruptions will be comparable or worse than after September 

11, 2001 and the onset of the financial crisis in 2008. 

However, history can offer at least some guidance. As our 

"Chart of the Week" shows, consensus earnings estimates 

for the S&P 500 have occasionally been quite fickle as the 

calendar year progresses. Currently, they are at minus 10%, 

or a little more than one standard deviation from the normal 

trend, taking an average of the past 20 years. A fall by three 

standard deviations would correspond to a decline in corpo-

rate-earnings estimates of about 30%. 

The devil is, as always, in the details. Three points are worth 

noting. First, for a fall in earnings estimates by three standard 

deviations, the Covid-19 crisis would probably need to be 

even worse and last longer than the consensus is currently 

expecting. Second, at least as far as U.S. earnings are con-

cerned, there are are some reasons to expect more resilience 

than in past downturns. Over the past 20 years, the U.S. tech-

nology sector has dramatically grown in size. Strong balance 

sheets and relatively resilient cash flows among the U.S. 

companies of the "virtual economy," such as technology, 

communications and internet retailing, should help the S&P 

500. After all, virtual services, essential goods, health-care 

services, consumer staples and utilities are accounting now 

for about half of the S&P 500 profits. By contrast, energy, 

heavy manufacturing and financial services are smaller than 

in previous U.S. downturns.  

Third and alas, the same is not necessarily true for the rest of 

the world, where many indices still tilt towards areas of what 

used to be called the "old economy". This includes banks, 

where provisions for non-performing loans will probably have 

to increase, eroding profits. Energy too features prominently 

in global indices. "The oil sector alone accounted for around 

6% of global profits in 2019. In 2020, that might well fall to 

zero, given the collapse in oil prices," points out Thomas 

Bucher, global equity strategist at DWS. And outside the 

U.S., it is hard to see other sectors meaningfully make up for 

such shortfalls. 
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GLOSSARY  

Consumer staples is a sector of the economy selling essential products. 

The financial crisis refers to the period of market turmoil that started in 2007 and worsened sharply in 2008 with the collapse of Lehman 

Brothers. 

The S&P 500 is an index that includes 500 leading U.S. companies capturing approximately 80% coverage of available U.S. market capitali-

zation. 

Standard deviation is often used to represent the volatility of an investment. It depicts how widely an investment's returns vary from the in-

vestment's average return over a certain period. 

 

IMPORTANT INFORMATION: EMEA 

The following document is intended as marketing communication. 

DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be 
provided DWS products or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, offering 
materials or other documentation relevant to such products or services. 

The information contained in this document does not constitute investment advice. 

All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice. 

Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical per-
formance analysis, therefore actual results may vary, perhaps materially, from the results contained here. 

Past performance, [actual or simulated], is not a reliable indication of future performance. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing 
communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to 
the publication of financial analyses. 

This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and 
publication is permissible in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited 
in the USA as well as to or for the account of US persons and persons residing in the USA.  
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IMPORTANT INFORMATION: UK 

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct 
Authority (Registration number 429806). 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS brand 
are specified in the respective contracts, sales materials and other product information documents. DWS, through DWS Group GmbH & Co. 
KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and on the 
following basis. 

This document is a financial promotion and is for general information purposes only and consequently may not be complete or accurate for 
your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, or the basis for any contract to purchase or 
sell any security, or other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information contained 
herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. 

This document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a 
transaction. Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, 
whether the investments and strategies described or provided by DWS, are suitability and appropriate, in light of their particular investment 
needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to changes 
in our views. 

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy, 
completeness or fairness of such information and it should not be relied on as such. DWS has no obligation to update, modify or amend this 
document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set 
forth herein, changes or subsequently becomes inaccurate. 

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding 
the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. 
The relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with 
respect to any tax implications on the investment suggested. 

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, pro-
jections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author‘s judgment 
as of the date of this document. Forward looking statements involve significant elements of subjective judgments and analyses and changes 
thereto and/ or consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results 
may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the reasonableness or 
completeness of such forward looking statements or to any other financial information contained in this document. 

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 
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IMPORTANT INFORMATION: APAC 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS brand 
are specified in the respective contracts, sales materials and other product information documents.  DWS Group GmbH & Co. KGaA, its 
affiliated companies and its officers and employees (collectively “DWS Group”) are communicating this document in good faith and on the 
following basis.  

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before 
making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments 
and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives and financial 
circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, recommendation or 
solicitation to conclude a transaction and should not be treated as giving investment advice. 

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering investments 
and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified. 

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income 
and principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point 
in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. The terms of any 
investment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents. When 
making an investment decision, you should rely on the final documentation relating to the transaction and not the summary contained herein. 
Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or warranty 
as to future performance. 

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, com-
pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without notice 
and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of America 
Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it may (i) 
maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a market in, or 
engage in any other transaction involving such securities, and earn brokerage or other compensation. 

The document was not produced, reviewed or edited by any research department within DWS Group and is not investment research. There-
fore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions 
expressed by other DWS Group departments including research departments. This document may contain forward looking statements. For-
ward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical performance 
analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking state-
ments involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or additional 
factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results contained 
herein. No representation or warranty is made by DWS Group as to the reasonableness or completeness of such forward looking statements 
or to any other financial information contained herein. 

This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this 
document may be restricted by law or regulation in certain countries, including the United States. 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be con-
trary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently 
met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, 
such restrictions. 

Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation 
(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group. 
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