
As we move through Bear territory into Q4, a look at earnings 

forecasts (S&P 500) and some contrarian indicators- For the patient 

investor, a time to Buy?? 

• Concerns regarding a slowing global economy and rising costs have increased as we have moved 

through 2022. However, as you can see on the below chart, S&P 500 earnings forecasts have remained 

relatively robust. Importantly, analysts are still expecting 8% year-over-year earnings growth next year 

(green line). 
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• The S&P 500 is currently down almost 24% YTD. This is explained by declining P/E ratios, as earnings 

expectations themselves have proven relatively robust, despite increasing recession concerns over 

recent months. While wage and input costs have risen rapidly this year, earnings expectations have 

only seen small declines since January. This relatively mild reaction to recession fears highlights the 

perceived ability of large companies to pass on higher costs to their customers. 

• A more realistic view of the macroeconomic outlook suggests that analysts may cut their expectations 

of future earnings some more, partially validating some of the weakness we’ve seen in equities so far 

this year. However, stocks are a long-term investment; and while earnings may face challenges, they 

should recover in 2024 and beyond, supporting a rebound in US equities from today’s depressed 

levels. 

• We have come across yet another contrarian indicator recently, which shows that net positioning has 

become extremely bearish as of late. This often coincides with equity market low-points. 



• The first chart below shows that speculative futures positioning on the S&P 500 is heavily net short. 

In fact, the indicator it is at its lowest level since the Covid sell-off.  

• On the second chart, in blue, I have included a log chart of the S&P over the same time period. As you 

can see, with the exception of 2008, each time net positioning has become this short it has been an 

excellent longer-term buying opportunity in equity markets.  

• Taking each of the examples below, shown in red, the average 12-month return from this point on 

the S&P has been +18.9%, with a win rate of 3 out of 4 times. 
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