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One of the clearest divergences so far between the 2022 oil shock and the current episode is how well
corporate spreads have held in. That likely reflects the fact that the recent equity-market decline has been
driven more by P/E compression than by any deterioration in earnings. The latest earnings-revision data
underscore the point. As today’s Hot Chart shows, the one-month change in 12-month forward earnings
revisions rose to 2.6% last week, the strongest reading since the end of the COVID recession. Following this
latest upgrade, analysts now expect S&P 500 earnings per share to grow by about 17% over the coming year.
Historically, earnings expectations have mattered greatly for corporate spreads. In 2022, downward revisions
to those expectations coincided with a marked widening in spreads. As long as revisions remain positive, they
should help limit the spillover from equity-market volatility into credit markets. However, as we detailed in our
March Equity monitor (link), this could be a tall order.

U.S.: Earnings revisions remain supportive of corporate spreads
Earnings revisions* for S&P 500 vs. BBB corporate spreads
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https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
https://www.nbc.ca/content/dam/bnc/taux-analyses/analyse-eco/mensuel/monthly-equity-monitor.pdf
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