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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 

 

                                               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. 





 July 13th, 2022 

AN EARNINGS RECESSION 

“Expect the best. Prepare for the worst. Capitalize on what comes.” 

AGENDA 

EARNINGS MATTER 
• Earnings: Main driver of long-term returns, 
• Top-Down versus Bottom-Up 

P/E CONTRACTION: TOP-DOWN 
• Markets Are a Forward Valuation Discounting Mechanism 
• Discounting Price and Forward Valuation 
• Fastest Contraction On Record – Thank Fed QT / BS Reduction 

EARNINGS ESTIMATES 
• Have Yet Barely Budged – Simply Too High! 

• MSCI v S&P 500 v EU 

Q2 2022 EARNINGS & GUIDANCE: BOTTOM-UP 
• Q2 Will Be An Earnings Season for the Ages! 

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

 
 
  



 July 13th, 2022 

AN EARNINGS RECESSION 

“Expect the best. Prepare for the worst. Capitalize on what comes.” 

AGENDA 

EARNINGS MATTER 
• Earnings: Main driver of long-term returns, 
• Top-Down versus Bottom-Up 

P/E CONTRACTION: TOP-DOWN 
• Markets Are a Forward Valuation Discounting Mechanism 
• Discounting Price and Forward Valuation 
• Fastest Contraction On Record – Thank Fed QT / BS Reduction 

EARNINGS ESTIMATES 
• Have Yet Barely Budged – Simply Too High! 

• MSCI v S&P 500 v EU 

Q2 2022 EARNINGS & GUIDANCE: BOTTOM-UP 
• Q2 Will Be An Earnings Season for the Ages! 

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

 
 
  



Source: TS Lombard 



Source: JPM 



SELL SIDE v BUY SIDE 

 

Not one sell-side 

strategist expects less 

than a 10% rally for 2H? 





VALUATIONS HAVE RESET! 



Source: Jefferies 

 



TOP-DOWN ESTIMATES 

1. Slowing Economy = Slowing Earnings, 

2. Interest Rates: Leverage, Gearing 

3. Inflation Rate: Forward Discounting 

4. Buybacks: EPS 

5. Recessions: Degree Earnings Impact, 

6. International Earnings: Repatriation 

 

  FORWARD GUESS – LITTLE TIMING 

 

BOTTOM-UP ESTIMATES 

1. Actual Earnings v Estimates 

2. Management Guidance 

• Timing: This Quarter, Net, YE 

3. Granularity: Revenue, Margin, Taxes, Cost, Shares Outstanding 

 

  SHORT TERM ACTUAL – LITTLE POOR PROJECTIONS  



IT IS ABOUT FALSE EXPECTATIONS 

 

CONSISTENTLY WRONG!  

 

YOU WILL LOSS MONEY  

 

 

 



 July 13th, 2022 

AN EARNINGS RECESSION 

“Expect the best. Prepare for the worst. Capitalize on what comes.” 

AGENDA 

EARNINGS MATTER 
• Earnings: Main driver of long-term returns, 
• Top-Down versus Bottom-Up 

P/E CONTRACTION: TOP-DOWN 
• Markets Are a Forward Valuation Discounting Mechanism 
• Discounting Price and Forward Valuation 
• Fastest Contraction On Record – Thank Fed QT / BS Reduction 

EARNINGS ESTIMATES 
• Have Yet Barely Budged – Simply Too High! 

• MSCI v S&P 500 v EU 

Q2 2022 EARNINGS & GUIDANCE: BOTTOM-UP 
• Q2 Will Be An Earnings Season for the Ages! 

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

 
 
  



Source: Goldman 



Source: Bespoke 



Source: Macrobond 

HOW ABOUT THE “E”? 







Source: Goldman 



Only A Mild Recession Is Currently Priced In 

• Equities will struggle until earnings estimates resettle.  

 

• Barclays weighs in when it comes to what the real E is and if stocks are 

cheap.  

• Barclays: "Lower P/Es now reflect much tighter financial conditions.  

• It may cushion the impact of a further rise in real rates and improve 

long-term return prospects for EU equities.  

• EPS risk is high, though.  

• So while a mild recession seems priced in, equities & cyclicals may 

struggle to form a bottom until estimates are reset lower" (Barclays Equity 

strategy) 
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Mid-Term S&P 500 Target:   3270 

 

2022 Earnings   ~$190 

2023 Earnings   ~$200 

 

10% Downside from Here  17.5 PE (Year End of 3325) 

 

20%    15.0 PE 

50% Downside from High  12.0 PE  











Source: @wifey 

                                 Eventual      2022 

                               Correction    Lows 

 

S&P 500 HIGH:           4819 

 

50% DRAWDOWN   -2410 

32%                                               1549 

 

TARGET        2410           3270 

 

 

CURRENT       3825            3825     

TO GO                      -1415            -555 

                                  -37%            -14.5% 





Source: GS / WifeyAlpha 



Source: Morgan Stanley 
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Q2 HIGHLIGHTS (as of 07/08/22) 
 
 Earnings Growth: For Q2 2022, the estimated earnings growth rate for the S&P 500 is 
4.3%. If 4.3% is the actual growth rate for the quarter, it will mark the lowest earnings 

growth rate reported by the index since Q4 2020 (4.0%).  

 Earnings Revisions: On March 31, the estimated earnings growth rate for Q2 2022 was 
5.9%. Seven sectors are expected to report lower earnings today (compared to March 

31) due to downward revisions to EPS estimates.  

 Earnings Guidance: For Q2 2022, 71 S&P 500 companies have issued negative EPS 
guidance and 31 S&P 500 companies have issued positive EPS guidance.  

 Valuation: The forward 12-month P/E ratio for the S&P 500 is 16.3. This P/E ratio is below 
the 5-year average (18.6) and below the 10-year average (17.0).  

 Earnings Scorecard: For Q2 2022 (with 18 S&P 500 companies reporting actual results), 
13 S&P 500 companies have reported a positive EPS surprise and 14 S&P 500 companies 

have reported a positive revenue surprise.  













Source: Dealogic 
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THINGS TO WATCH FOR: 
 

1. Bank Loan Loss Reserves, 

2. Foreign Earnings Repatriation (Dollar Strength Damage), 

3. Sector Strength and Weakness, 

4. Commodity Weakness 

 

….   Violent Counter Rallies 

 

 



Source: JPM 

     WATCH BANK  

LOAN LOSS RESERVES 
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Source: Goldman 







ADMINISTRATIONS CHANGE – BUT THE PRINTING NEVER DOES ….  

 

DON’T WORRY, THEY WILL PRINT THE MONEY! 

 

EVERYONE IS NOW IN PLACE & READY!! 
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JOIN US AT MATASII.COM 

 FOR MORE ON THIS TOPIC & MANY OTHERS 

Market Research                     

Technical Analysis 

Strategic Investment Insights 

Macro Analytics 

Videos 

Tipping Points 

Synthesis & Analysis 

Watch Lists 

Real Time Charting 

Guest Interviews 

News Abstraction Process 

Feature Articles 

 



WE WELCOME YOUR COMMENTS! 
 

WE READ ALL COMMENTS FOR 

FEEDBACK THAT WILL IMPROVE OUR 

RESEARCH ANALYSIS 

 

WORLD CLASS MINDS FOLLOW THIS 

CHANNEL & WE VALUE HEARING 

FROM YOU! 

 

IT IS THE ONLY PAYMENT WE ACCEPT 

FOR POSTING THIS FREE YOUTUBE 

CONTENT 


