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NOTE
Slides Are for discussion and educational purposes ONLY!
Do not Trade from Any of these Charts.

Gordon T Long is not giving investment advise nor should be
construed as such

Always consult a professional investment advisor before
making any investment decisions.

The content of this slide should not be considered investment advice of any sort, nor should it be used to make investment
decisions. Use of this slide is considered to be your explicit acceptance of the Disclosure Statement and the Terms of Use
found on the first and last frames of this video
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July 13th, 2022
AGENDA AN EARNINGS RECESSION
EARNINGS MATTER

AEarnings: Main driver of long -term returns,
ATop-Down versus Bottom -Up

P/E CONTRACTION: TOPDOWN

AMarkets Are a Forward Valuation Discounting Mechanism
ADiscounting Price and Forward  Valuation
AFastest Contraction On Record & Thank Fed QT / BS Reduction

EARNINGS ESTIMATES

AHave Yet Barely Budged 8 Simply Too High !
AMSCI v S&P500 v EU

Q2 2022 EARNINGS & GUIDANCE: BOTTOMUP
AQ2 Will Be An Earnings Season for the Ages!

CONCLUSION
AHow Long Will It Take for Earnings to Bottom and Start Growing?

OExpect the best. Prepare for the worst. C
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60% =S&P 500 12-month % chg —— EPS 12-month % chg (rhs)

1955 1965 1975 1985 1995 2005




22% Source: JPM
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Exhibit 1: S&P 500 Strategist Estimates for the End of 2022

Bank of America | 4600 | 4600 | 450
m:——-!’z-

BNP Paribas
Cantor Fitzgerald

Cornerstone Macro /
Piper Sandler*

Goldman Sachs | 5100

RBC Capital Markets

Average 2022 Forecast
(points) 4,909 4,838
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Earnings need to come down for equities to drop considerably from current levels.

e~

Sep Oct Nov Dec Jan Feb Mar Apr
2022

—MSCI World Index =12M FWD EPS estimate
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woom Bear market (correction =20%) - == Current valuation reset

NTM P/E based on 5&P 500 data before 1988.




4th Worst 1H SPX Price Return in 95Y, What Next?

Source: Jefferies




TORDOWN ESTIMATES

Slowing Economy = Slowing Earnings,
Interest Rates: Leverage, Gearing
Inflation Rate: Forward Discounting
Buybacks: EPS

Recessions: Degree Earnings Impact,
International Earnings: Repatriation

S O 1D

FORWARD GUESS LITTLE TIMING

BOTTOMUP ESTIMATES
1. Actual Earnings v Estimates
2. Management Guidance
A Timing: This Quarter, Net, YE
3. Granularity: Revenue, Margin, Taxes, Cost, Shares Outstanding

SHORT TERM ACTUA8 LITTLE POOR PROJECTIONS



IS ABOUT FALSE EXPECTATIONS

CO TENTLY WRONG!

YOU WILL LOSS MONEY
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Time 0 = Bear market low, Time in months (US bear markets since 1903)

35%

30%

=
2% EPS
20%

15%

Source: Goldman
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