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Q2 Earnings and GDP Update

Recent economic figures, which show improving inflation and steady GDP growth, continue to support the market rally. The S&P 
500 has gained over 20% with dividends this year and is now only 4.5% below its early 2022 peak through 7/28/2023. The Nasdaq 
Composite and the Dow Jones Industrial Average have returned 37% and 8%, respectively. These are sharp reversals of last year’s 
market trends and serve as a reminder that conditions do not need to be perfect for markets to turn around if conditions are 
moving in the right direction.

The latest GDP report for the second quarter showed that, adjusted for inflation, the U.S. economy grew at a healthy pace of 2.4% 
quarter-over-quarter. Not only was this better than many economists expected, but it represents an acceleration from the previous 
quarter’s 2.0% growth rate. Among many factors, this was due to robust consumer spending and a rebound in business spending 
as households and corporations adjust to the inflation shocks of the past two years.

However, these improvements have not yet provided a boost to corporate profits. The earnings season for the second quarter is halfway 
through and about 80% of S&P 500 companies are reporting positive earnings surprises while 64% have positive revenue surprises, 
according to FactSet. However, this is due to very low expectations among Wall Street analysts. All told, blended earnings growth for the 
S&P 500 likely declined in the second quarter, making for the third straight quarter of falling profits.

For the full year, 2023 will likely experience flat earnings growth. According to Refinitiv, the current consensus earnings-per-share 
estimate for 2023 is just under $214, compared to $215 last year. Despite these challenges, there are two important facts to keep in mind.

Sources: Clearnomics, U.S. BEA. Prior 6 quarters

The economy is growing steadily thanks to consumer and business spending1.

GDP GROWTH COMPONENTS OVER TIME
Quarterly GDP growth rate (SAAR) and contributions over the prior 4 quarters
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Earnings growth has stalled in 2023 but could rebound

S&P 500 EARNINGS PER SHARE
Trailing 12-month earnings per share

2005 2010 2015 2020

First, these same forecasts also anticipate an earnings recovery, possibly beginning in the fourth quarter. So, while growth in 
2023 may be flat, growth over the next twelve months is expected to be a healthy 8%. Analysts also expect 2024 and 2025 to each 
generate 12% earnings growth. Although these numbers will likely come down, this would be a healthy rebound after this year’s 
earnings pause. What happens over the next year should drive markets more than what’s already in the rearview mirror.

Second, it’s not unusual for corporations to experience temporary profitability slumps. Recent earnings downturns occurred during 
the pandemic recession, in 2019 during a period of slowing growth, in 2015 and 2016 when oil prices collapsed, and many other 
periods. Today, this is due to the ongoing recovery in inflation and the various factors that are impacting each sector.

Tech, for instance, has experienced sizable layoffs but also high demand for artificial intelligence-related hardware and tools. 
Financials are stabilizing after the banking crisis earlier this year and many of the largest diversified banks have benefited. Energy 
sector profits surged last year as oil prices jumped but this has turned around. All in all, eight of the eleven S&P 500 sectors are 
expected to experience positive earnings growth in the coming year.

2.

Sources: Clearnomics, Refinitiv. January 2001 to July 25, 2023
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This year’s rally and potentially flat earnings growth make valuing the broad market more difficult. Most valuation measures use 
numbers based on either the trailing twelve months or the next twelve months, both of which encompass difficult economic 
periods. If earnings do accelerate after a temporary slump then current valuations will appear to be artificially expensive.

Thus, it’s important for investors to maintain a multi-year perspective in this environment, especially because earnings can always 
be volatile quarter-to-quarter. Focusing on the aggregate trends, while being aware of short-term events that distort the numbers, 
can help investors to see past temporary bumps and focus on their long-term goals.

Thus, it’s important for investors to maintain a 
multi-year perspective in this environment

Indexes are unmanaged and it’s not possible to invest directly in an index. 
The S&P 500 Total Return Index is a market-capitalization-weighted 
index of the 500 largest U.S. publicly traded companies. The S&P 500 
Price Return Index represents the returns generated by the prices 
changes of the 500 largest U.S. publicly traded companies.

Carefully consider the Funds’ investment objectives, risk 
factors, charges, and expenses before investing. This and 
additional information can be found in Amplify Funds statutory 
and summary prospectus, which may be obtained by calling 

855-267-3837 or by visiting AmplifyETFs.com. Read the 
prospectus carefully before investing. 

Investing involves risk, including the possible loss of principal. Shares of 
any ETF are bought and sold at market price (not NAV), may trade at a 
discount or premium to NAV and are not individually redeemed from the 
Fund. Brokerage commissions will reduce returns. It is not possible to 
invest directly in an index. 

Amplify ETFs are distributed by Foreside Fund Services, LLC.

Q2 Earnings and GDP Update


