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Earnings for the final quarter of 2021 appear to be moderating from the torrid pace set in the first three quar-
ters. While earnings and sales are reasonably high relative to expectations, the magnitude of beats has clearly
cooled off. Financials and Health Care companies have cooled the most while Technology and Consumer Sta-
ples companies have reported earnings fairly typical to other quarters in 2021. Unsurprisingly, Energy stocks
have blown away expectations given strong pricing trends to underlying commodities. Sales trends have been
more stable than earnings, as EPS surprises have shifted down the most relative to recent quarters. This could
be indicative of margins compressing somewhat on the back of rising input costs. In addition, guidance by
companies for future quarters has been underwhelming.
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B % Beat Reported % Q4’21 - Q4’20 Q122 - Qr21
Q1 Reporting Season % Reported (EPS / Sales) Surprise Expected Expected Eé?oevcvtt?]d
(EPS / Sales) Earnings Growth Earnings Growth (EPS / Sales)
U.S. Large Cap 68% 79% / 80% 4.4% / 1.8% 15.1% 6.0% 26.3% / 13.8%
Smithicrolp 61% 91% / 82% 9.9% /1.9% 24.4% 7.9% 42.7% /19.2%

Large Cap Focused

Sectors

Communication Services 81% 75% / 73% 1.7% / 1.0% 7.3% -2.8% 19.2% / 12.4%
Consumer Discretionary 46% 75% / 73% 9.1% / 2.0% 17.9% 7.1% 47.9% / 19.9%
Consumer Staples 65% 76% / 100% 4.3% / 1.8% 5.0% 1.5% 6.2% / 5.9%

Energy 52% 81% / 100% 5.7% / 16.8% 301% 144% 262% / 67%

Financials 92% 77% / 75% 5.0% / 1.6% 15.5% -2.2% 39.5% / 9.1%
Health Care 75% 83% / 78% 41% /1.3% 8.9% 4.9% 25.8% / 17.9%
Industrials 83% 83% / 73% 2.9% / 1.3% 16.1% 10.1% 22.8% / 12.1%
Information Technology 63% 95% / 94% 6.0% / 1.9% 22.6% 11.8% 24.5% / 17.6%
Materials 75% 70% / 93% 21% / 2.9% 1.6% 13.6% 21.3% / 15.3%
Utilities 32% 63% / 50% 1.8% / -0.8% 3.8% 4.1% 5.5% / 7.4%

With the bulk of companies having reported full year earnings for 2021, the year is clearly one of the fastest
growing in recent history. That being said, 2022 earnings growth looks to be sharply decelerating as the
median company is now expected to grow just short of 10% versus more than 26% in 2021. Financials, Health
Care and Consumer Staples companies are experiencing the largest slowdown in growth for 2022 while
Industrials, Tech and commodity-linked sectors are still maintaining a fairly high growth trajectory. The
relationship between sales and earnings growth indicates potential margin pressure as sales growth is holding
up far better than EPS for 2022. This will be an important trend to watch as companies have largely been
extremely effective at passing along cost increases to customers.

Past performance is not indicative of future results. As with any investment vehicle, there is always a potential for profit as well as the possibility of loss. Nothing contained in this presen-
tation should be construed as a recommendation to buy or sell a security or economic sector. U.S. Large Cap universe is generally comprised of the largest 500 U.S. companies.
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PERFORMANCE AND FIRM DISCLOSURES:

This material is for SMITH GROUP INTERNAL AND CLIENT USE ONLY, and we are not soliciting any action based upon it.

The material is based upon information we consider reliable, but we do not represent that it is accurate or complete and it should not be relied upon as such. Opinions included in this material are as of
date of publication and are subject to change without prior notice. Firm: Originally founded in 1995, Smith Group Asset Management, LLC is now part of Cantor Fitzgerald, starting in July 2021. Smith
Group is a registered investment advisor that specializes in equity investment management services. The firm manages assets for a diverse list of clients, which includes foundations, endowments, corpo-
rate pensions, public funds, multi-employer plans and high-net worth individuals. Effective Jan. 1, 2006, the firm was redefined to exclude wrap SMA business. Smith Group claims compliance with the
Global Investment Performance Standards (GIPS*). Smith Group has received a firm-wide verification for the period Jan. 1, 1996 - Dec. 31, 2020. GIPS* Advertising Guidelines were used to draft these
disclosures. To receive a complete list and description of Smith Group’s composites and/or a presentation that adheres to the GIPS standards, contact John Brim, CFA at (214) 880-4608, or write to
Smith Group, 100 Crescent Court, Suite 1150, Dallas, TX 75201, or john@smithasset.com. Performance and Indices: All performance returns include the impact of cash, cash equivalents, dividends and
interest. The S&P 500, Russell 1000, Russell 1000 Growth and Russell 1000 Value, are unmanaged indices of the shares of large U.S. corporations. The Russell 2000, Russell 2000 Growth and Russell
2000 Value, are unmanaged indices of the shares of small U.S. corporations. The MSCI Europe Australia Far East (EAFE), MSCI Emerging Markets (EM) and MSCI All-Country World ex. U.S. (ACWI ex.
U.S.) are a free float-adjusted market capitalization weighted index designed to measure the equity market performance of developed and emerging markets. All index performance includes capital
appreciation and reinvested dividends and is presented gross of fees. Holdings, Economic Sectors and Characteristics: It should not be assumed that recommendations made in the future will be
profitable or will equal the performance of the securities and economic sectors shown. A list of recommendations made within the last twelve months is available upon request. The information shown is
not intended nor should it be construed to be a recommendation to buy or sell an individual security or economic sector. Any portfolio characteristics or holdings that are shown are intended to present
the portfolio as it existed on the date of the report. You should not assume that these same characteristics or holdings will exist in the future.

Past performance is not indicative of future results. As with any investment vehicle, there is always a potential for profit as well as the possibility of loss. Actual results may differ from compo-
site returns, depending on account size, investment guidelines and/or restrictions, inception date and other factors. Nothing contained in this presentation should be construed as a recommen-

This message is intended only for the designated recipient(s). It may contain confidential, privileged or proprietary information. This message does not constitute an offering for investment interests. This
message is not, and under no circumstances is to be construed as, a prospectus, advertisement or public offering of investment interests. If you are not a designated recipient, you may not review, copy
or distribute this message. If you receive this message in error, please notify the sender by reply email and delete this message. Thank you.
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