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October 25th, 2018 

As good as it gets 

The general consensus is that it’s all downhill from here. Current earnings are being 
buoyed by tax cuts and share buybacks, but those effects will start to fade in the coming 
quarters. At the same time, global growth is slowing, and central banks are increasingly 
tightening policy. As a result, investors seem very worried about “peak earnings.” 

First, it’s important that we draw a distinction between peak earnings and peak earnings 
growth. Peak earnings would suggest that earnings growth will begin to turn negative, 
implying a profits recession. That would indeed be a very bearish signal for stocks, but we 
see no signs of an imminent profit recession in our work. 

Peak earnings growth is very different. This implies that earnings will continue to grow, 
but at a slower pace. Since 1980, we have had 11 peaks in profit growth. In all but one of 
those instances (91% of the time), returns over the subsequent six and twelve months 
were positive, with average returns of 9% and 18%, respectively. We actually had peaks in 
earnings growth as recently as 2013 and 2017 and both were followed by periods of very 
strong returns. 

Bottom line(s): (1) This is not peak earnings, and (2) peak earnings growth does not signal 
the end of the bull market. 

 

S&P 500® returns following peaks in trailing 12-month GAAP EPS growth since 1980 

Next 6m Next 12m 

Average post growth peak returns 9% 18% 

Median post growth peak returns 6% 18% 

Count of growth peaks 11 11 

Count of negative post-peak returns 1 1 

% positive returns post-peak 91% 91% 
Source: Richard Bernstein Advisors LLC, Bloomberg 
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For more information About Dan Suzuki, please click here. 
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Recent & Related articles: 

From Fiscal Cliff to Trade Wars 

Madonna, hair bands and protectionism 

Putting big, scary tariff numbers into context 

What about the other 80%? 

China: not just another emerging market 

 How do we know whether or not it’s time to sell? 

What if this is the end? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Dan Suzuki is registered with Foreside Fund Services, LLC which is not affiliated with Richard Bernstein Advisors LLC or its affiliates. 

 
Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of an offer 

to buy or invest in any investment product, vehicle, service or instrument. Such an offer or solicitation may only be made by delivery to a prospective 

investor of formal offering materials, including subscription or account documents or forms, which include detailed discussions of the terms of the 

respective product, vehicle, service or instrument, including the principal risk factors that might impact such a purchase or investment, and which should be 

reviewed carefully by any such investor before making the decision to invest. RBA information may include statements concerning financial market trends 

and/or individual stocks, and are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other 

reasons. Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular investment which may 

differ materially, and should not be relied upon as such. The investment strategy and broad themes discussed herein may be unsuitable for investors 

depending on their specific investment objectives and financial situation. Information contained in the material has been obtained from sources believed to 

be reliable, but not guaranteed. You should note that the materials are provided "as is" without any express or implied warranties. Past performance is not 

a guarantee of future results. All investments involve a degree of risk, including the risk of loss. No part of RBA’s materials may be reproduced in any form, 

or referred to in any other publication, without express written permission from RBA. Links to appearances and articles by Richard  Bernstein, whether in 

the press, on television or otherwise, are provided for informational purposes only and in no way should be considered a recommendation of any particular 

investment product, vehicle, service or instrument or the rendering of investment advice, which must always be evaluated by a prospective investor in 

consultation with his or her own financial adviser and in light of his or her own circumstances, including the investor's investment horizon, appetite for risk, 

and ability to withstand a potential loss of some or all of an investment's value. Investing is subject to market risks. Investors acknowledge and accept the 

potential loss of some or all of an investment's value. Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC. 

Richard Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein. 
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