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EARNINGS GROWTH COMMENTARY
While we don’t make formal earnings growth forecasts, we have provided a summary of earnings revisions
that take into account the impact of the coronavirus. Exhibit 1 details earnings growth estimates for various
regions at the beginning of the year and recent updates that reflect revisions. We believe it is likely that
many companies and analysts either don’t provide forward guidance or revise earnings downward until
there is more clarity on the longer-term impacts of coronavirus. This probably has some impact on the
revised numbers provided below.
Like many others, we expect the largest downward revisions will likely be on an industry level, particularly
with airlines, casinos, hotels, restaurants and entertainment industries. These categories are especially
vulnerable as increased regulation and restrictions are placed on them if they take government bailouts
that could dampen their ability to return shareholder value. In contrast, certain segments of Consumer
Staples, Technology and Health Care have been less impacted by continued government support,
investment, and experience an aggressive approval push for new drugs and treatments.
We are optimistic that the current impact on earnings growth and the economy will be relatively shortlived. Nothing is certain but if the coronavirus fades with the flu season and the business disruption that we
are seeing around the world ceases, equities will likely see a V-shaped recovery. Conversely, if the
shutdowns linger, recession is likely and it will take more time for markets to see the eventual V-shaped
recovery. In times of panic, many forget or underestimate the resilience and adaptability of global
economies. The market will likely move ahead of the economy and price in the economic impact of the virus
long before it’s reflected in analysts’ projected earnings growth. It is possible that by the time many
analysts release earnings growth revisions, equities will have already begun recovering.
Exhibit 1: Calendar Year 2020 Earnings Growth Forecast
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P/E SCENARIOS BASED ON
EARNINGS ESTIMATES FOR 2020

Looking ahead, Fisher believes we are well
positioned for the eventual rebound. We continue
to prefer high quality, growth oriented companies
with strong balance sheets, wide profit margins, and
less dependence on accelerating economic growth.
Finally, we continue to monitor macroeconomic
events and will act accordingly if our views change
or if we identify opportunities where sentiment has
moved too far from fundamentals.

Fisher Investments doesn’t view valuations within a
vacuum and we don’t believe valuations are
predictive. That said, valuations can be a guidepost
for market sentiment. Given current equity price
volatility, and the anticipated continual revision of
earnings estimates, we expect multiples to be
similarly volatile in the near-term future.
However, against this backdrop of instability, Exhibit
2 demonstrates that valuations have remained
within close range of historical averages. Even
considering a projected scenario of a -20% collapse
in S&P 500 earnings per share (EPS), P/E ratios
would remain at similar values to those observed
several times during recent history. Should earnings
then rebound in 2021, investors would not even
require multiples to appreciate much to do well.
Exhibit 2: Price to Earnings Ratio (P/E) – Scenario
Analysis
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Source: FactSet as of 23 March 2020, figures are subject to change. Shows the P/E ratio for the S&P 500
and MSCI World starting 31 March 2000 and 30 June 2003 respectively. Current FPE based on current
December 2020 EPS estimate against current price level. Other forward PE ratios are calculated in various
scenarios for EPS, with declines ranging from -5% to -20% from year-end 2019 levels.
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DISCLOSURES
This material may also be found posted on the Fisher
Investments
Europe
web-site
at
www.
fisherinvestmentseurope.com. If your firm wishes to be
removed from receiving these materials in the future or
wishes to pay for this material, please contact Fisher
Investments Europe.

Part 1. Ken Fisher beneficially owns more than 75% of
Fisher Investments, Inc. as noted in Schedule B to FI’s
Form ADV Part 1.
FIE delegates portfolio management to FI. FI’s
Investment Policy Committee is responsible for all
strategic investment decisions. FIE’s Investment
Oversight Committee (IOC) is responsible for
overseeing FI’s management of portfolios that have
been delegated to FI. Matters arising pursuant to FI’s
portfolio management policies are elevated to the
IOC.

Fisher Investments Europe Limited (FIE) is authorised
and regulated by the Financial Conduct Authority. It is
registered in England, Company Number 3850593. FIE
is wholly-owned by Fisher Asset Management, LLC,
trading as Fisher Investments (FI), which is whollyowned by Fisher Investments, Inc.

The foregoing information has been approved by
Fisher Investments Europe.

Fisher Investments (FI) is an investment adviser
registered with the securities and Exchange
Commission. As of 31 December 2019, FI managed over
$120 billion, including assets sub-managed for its
wholly-owned subsidiaries. FI and its subsidiaries
maintain four principal business units – Fisher
Investments
Institutional
Group
(FIIG),
Fisher
Investments Private Client Group (FIPCG), Fisher
Investments International (FII), and Fisher Investments
401(k) Solutions Group (401(k) Solutions). These groups
serve a global client base of diverse investors including
corporations, public and multi-employer pension
funds, foundations and endowments, insurance
companies, healthcare organisations, governments
and high-net-worth individuals. FI’s Investment Policy
Committee (IPC) is responsible for investment decisions
for all investment strategies.

The foregoing information constitutes the general
views of Fisher Investments and should not be
regarded as personalised investment advice or a
reflection of the performance of Fisher Investments or
its clients. Investing in financial markets involves the risk
of loss and there is no guarantee that all or any
capital invested will be repaid. Past performance is
never a guarantee nor reliable indicator of future
results. Other methods may produce different results,
and the results for individual portfolios or different
periods may vary depending on market conditions and
the composition of a portfolio or index. The value of
investments and the income from them will fluctuate
with world financial markets and international currency
exchange rates. If you have asked us to comment on
a particular security then the information should not
be considered a recommendation to purchase or sell
the security for you or anyone else. We provide our
general comments to you based on information we
believe to be reliable. There can be no assurances
that we will continue to hold this view; and we may
change our views at any time based on new
information, analysis or reconsideration. Some of the
information we have produced for you may have been
obtained from a third party source that is not affiliated
with Fisher Investments. Fisher Investments requests
that this information be used for your confidential and
personal use.

For purposes of defining “years with Fisher
Investments,” FI was established as a sole
proprietorship in 1979, incorporated in 1986, registered
with the US SEC in 1987, replacing the prior registration
of the sole proprietorship, and succeeded its
investment adviser registration to a limited liability
company in 2005. “Years with Fisher Investments” is
calculated using the date on which FI was established
as a sole proprietorship through 31 December 2019.
FI is wholly owned by Fisher Investments, Inc. Since
Inception, Fisher Investments, Inc. has been 100%
Fisher-family and employee owned, currently Fisher
Investments Inc. beneficially owns 100% of Fisher
investments (FI), as listed in Schedule A to FI’s form ADV
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