
Overview

With the Q4 2023 earnings season 
largely behind us, I wanted to share some 
observations on what we have been seeing 
in markets and what it might imply for 
global equities in 2024. The key points are:

 — The Q4 earnings season was generally 
better-than-expected in the U.S., while 
Europe continued to lag.

 — In America, the Magnificent 7 mega cap 
names were a big driver of Q4 earnings.1 
But there were  signs of life outside of 
the top mega-cap stocks as well. We see 
earnings growth in the rest of the index 
playing catch-up or even overtaking the 
Magnificent 7 in the second half of 2024.

 — Importantly, company commentaries 
suggest the U.S. economy and 
consumer both remain healthy.

 — Stock selection among T. Rowe Price’s 
global equity strategies has again 
been positive, contributing to portfolio 
performance, with the majority of our 
holdings reporting beats on both the top 
and bottom line.

Q4 Corporate Earnings 
Highlights

U.S. (S&P500): 

 — 489 S&P500 constituents, or 98% of 
companies have reported so far (as of 
29 February 2024).

 — Of those 56% have beaten on sales, and 
76% on earnings, so we are continuing 
to see the positive benefits of operating 
leverage.

 — Overall U.S. earnings growth is coming 
in around 8% plus, versus pre-season 
consensus expectations of 1.2%.

 — Commodity sectors and Healthcare 
have been weak, and Discretionary, 
Technology and Communication 
Services have driven the bulk of the 
earnings growth in Q4.

 — On a sequential basis, the number of 
companies beating estimates on sales 
has increased while those beating on 
earnings has declined somewhat from 
the third quarter, as can be seen in the 
chart below from JP Morgan:
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1 Dubbed by investors the ‘Magnificent 7,’ U.S.  tech and consumer discretionary giants Apple, 
Microsoft, Google parent Alphabet, Amazon, Nvidia, Meta Platforms and Tesla performed 
strongly in 2023, having underperformed earlier in 2021.
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 — On average, earnings misses by U.S. 
firms in Q4 were punished more than 
beats were rewarded. The median 
outperformance for beats was around  
89 basis points while the median 
underperformance was about 200 
basis points which is more than 
usual. One possible explanation for 
this wide divergence is that investors’ 
expectations were higher than those of 
sell-side research heading into earnings 
announcements.

Europe (MSCI Europe)2

 — 87% of MSCI Europe companies have 
reported. Of those, only 32% have 

beaten on sales, with 38% having beaten 
on earnings.

 — European earnings growth fell around 
9%, in line with expectations. Q4 
results were weighed down by energy 
& materials stocks, which fell around 
30% year-on-year. Excluding those two 
sectors, Q4 earnings growth would be 
positive, around 2% to 3% year-on-year.

Companies’ Q4 commentaries/
Broad trends

 — Big tech clearly continues to do well. We 
are seeing from them an acceleration 
in the public cloud, capex is trending 

Another decent quarter for U.S. corporate earnings
(Fig. 1) Percentage of S&P 500 companies beating estimates
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As of 29 February 2024. 
Source: Bloomberg Finance LP. Please see Additional Disclosures page for more information about 
the S&P 500 Index.

U.S. earnings misses were punished in Q4
(Fig. 2) S&P 500:  Median outperformance of earnings beats and misses
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As of 29 February 2024. 
Source: Bloomberg Finance LP. Please see Additional Disclosures page for more information about 
the S&P 500 Index.

2 Please see Additional Disclosures page for more information about this MSCI information.
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higher, while managements have been 
cutting costs to boost the bottom line. 
Companies like Meta are showing 
their monetization levers as well as 
meaningful contributions from AI. A 
broad range of tech companies - from 
AMD to ServiceNow and Alphabet - are 
talking about seeing demand for AI- 
related products and services.

 — Industrial companies like Caterpillar, 
United Rentals, Parker Hannifin etc. are 
seeing positive momentum. Orders and 
backlogs are strong, and we are seeing 
the ISM manufacturing gauge inflect 
positively. Companies are highlighting 
that supply-chain conditions are stable 
or easing.

 — The U.S. consumer still appears to 
be healthy. We are seeing consumer 
confidence improving as gasoline goes 
lower, spending on leisure is still strong, 
credit card spending does not seem 
over the top, and the negative effect 
of inflation on real post-tax incomes 

is abating. While still tight, the labor 
market doesn’t seem to be a serious 
constraint and many managements have 
referenced conditions as being more 
balanced. 

Impact of the ‘Magnificent 7’ 
versus other stocks

 — While the Magnificent 7 were 
responsible for the bulk of S&P 500 
earnings growth in Q4, earnings beats 
have nevertheless occurred on a broader 
base.

 — The popular mega caps saw earnings 
growth tracking +60% in Q4 versus 
negative low single digits for the 
remaining 493 S&P constituents.

 — Overall, the Magnificent 7 beat their 
earnings estimates by around 10% in 
Q4, which is slightly ahead of the rest 
of the market. The standouts here were 
Amazon and Nvidia. For Amazon, a 

recovery in retail margins along with 
resilience in AWS drove a strong beat 
at operating income level (~26%) in 
Q4, while Nvidia reported a strong 
beat for both sales and earnings of 
8% and 12% respectively on already 
lofty expectations. (Source: Bloomberg 
Finance L.P.) Interestingly, stocks with 
USD100 billion or more in market cap 
also posted the same beat rate (7%) as 
other S&P 500 stocks.

 — The chart below from BofA below is 
quite interesting as it highlights that 
when looking at the US market, the 
largest beats have actually been coming 
from small cap stocks.

 — When looking at consensus earnings 
expectations for the rest of the year, 
many analysts expect the growth rate of 
the “S&P 493” to catch up and overtake 
the Magnificent 7 in the fourth quarter 
of 2024.

U.S. Q4 earnings was not all about mega caps
(Fig. 3) Actuals vs. consensus from reported companies based on market cap

Sector Mega ($100B+) Large (<$100B) Mid Small
Communication Services 4.0% 2.5% N/A N/A

Consumer Discretionary 14.4% 10.3% 6.3% 1.9%

Consumer Staples 3.4% 7.3% 12.5% 11.7%

Energy N/A 12.7% -5.2% 0.2%

Financials 7.6% 10.9% -7.2% 20.2%

Health Care 6.0% 2.4% 27.7% 1.1%

Industrials 15.0% 6.2% -0.2% 22.2%

Information Technology 5.3% 7.6% 16.1% 5.9%

Materials N/A 0.9% 7.8% 2.3%

Real Estate N/A 3.5% 37.1% NM

Utilities N/A 0.0% 5.2% N/A

Index total 6.8% 7.1% 1.3% 10.2%

As of 12 February 2024.
Source: BofA US Equity & Quant Strategy.
Based on the S&P 500 for Mega and Large caps and Russell indices for Mid and Small.

3



U.S. earnings: a change in leadership expected later in 2024
(Fig. 4) Magnificent 7 vs. the other 493 quarterly EPS YoY
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That suggests a reason for performance in the U.S. equity market to broaden out over the 
course of the year, providing more opportunities for stock pickers.
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Additional Disclosure
The S&P 500 Index is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”) and [Third Party Licensor], and has 
been licensed for use by T. Rowe Price.  Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division 
of S&P Global (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); [Third Party Licensor Trademarks] 
are trademarks of the [Third Party Licensor] and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by  
T. Rowe Price.  [Licensee’s Product(s)] is not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, or [Third 
Party Licensor] and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability 
for any errors, omissions, or interruptions of the S&P 500 Index.
MSCI and its affiliates and third party sources and providers (collectively, “MSCI”) makes no express or implied warranties or representations and shall 
have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used as a basis for other 
indices or any securities or financial products. This report is not approved, reviewed, or produced by MSCI. Historical MSCI data and analysis should 
not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. None of the MSCI data is intended to constitute 
investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.

5



Important Information
Where securities are mentioned, the specific securities identified and described are for informational purposes only and do not represent recommendations.
This material is being furnished for general informational purposes only. The material does not constitute or undertake to give advice of any nature, including 
fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent legal, 
financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive 
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any 
income from it can go down as well as up. Investors may get back less than the amount invested.
The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction 
or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction. Information and opinions presented 
have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy or completeness. There is no 
guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without notice; these views may 
differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed 
without consent from T. Rowe Price.
The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided 
upon specific request. It is not intended for distribution to retail investors in any jurisdiction.
Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741) which is registered in Australia with its registered office at Level 28, 
Governor Phillip Tower, 1 Farrer Place, Sydney NSW 2000. T. Rowe Price Australia Limited is licensed by the Australian Securities and Investments Commission. For 
Wholesale Clients only.
Brunei—This material can only be delivered to certain specific institutional investors for informational purpose only. Any strategy and/or any products associated with the 
strategy discussed herein has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.
Mainland China—This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of, the shares will be made in the mainland of the 
People’s Republic of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be deemed 
public under the laws of the Mainland China. The information relating to the strategy contained in this material has not been submitted to or approved by the China 
Securities Regulatory Commission or any other relevant governmental authority in the Mainland China. The strategy and/or any product associated with the strategy 
may only be offered or sold to investors in the Mainland China that are expressly authorized under the laws and regulations of the Mainland China to buy and sell 
securities denominated in a currency other than the Renminbi (or RMB), which is the official currency of the Mainland China. Potential investors who are resident in the 
Mainland China are responsible for obtaining the required approvals from all relevant government authorities in the Mainland China, including, but not limited to, the 
State Administration of Foreign Exchange, before purchasing the shares. This document further does not constitute any securities or investment advice to citizens of 
the Mainland China, or nationals with permanent residence in the Mainland China, or to any corporation, partnership, or other entity incorporated or established in the 
Mainland China.
Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is 
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.
Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances 
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this 
material to members of the public in any jurisdiction is permitted.
Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.
Malaysia—This material can only be delivered to specific institutional investor. This material is solely for institutional use and for informational purposes only. This 
material does not provide investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an 
agreement for or with a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, 
solicitation to buy, an offering for subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any 
jurisdiction where such offer, solicitation, purchase or sale would be unlawful under the laws of Malaysia.
New Zealand—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney, NSW 2000, 
Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New Zealand, nor may any offering 
document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no contravention of the 
Financial Markets Conduct Act 2013.
Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED HEREIN HAVE NOT BEEN REGISTERED WITH THE 
SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR ANY SECURITIES 
IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.
Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore 
Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.
Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or 
any other product or service, to any person in the Republic of China. 
Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in 
Thailand. The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member 
of the public in Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other 
product or service, to any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.
© 2024 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/ or apart, trademarks of T. 
Rowe Price Group, Inc.
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T. Rowe Price identifies and actively invests in opportunities to help people thrive in an 
evolving world, bringing our dynamic perspective and meaningful partnership to clients 
so they can feel more confident.


