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A positive surprise

Reviewing the Q1 results season
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The Q12023 results season is getting close to an end with a generally enior Fortiolio Tanager

supportive picture from developed markets, and consensus estimates for 2023
getting closer to our top-down estimates.

Generally, we have seen the proportion of companies beating expectations increasing compared to the last 4-6 quarters. In our
May market insights, we look at the key aspects at both a regional and sector level.

Key points - a supportive picture for developed markets

A stronger picture coming from Europe compared to the US

European results season was supportive with consensus beats on both sales and earnings, and posting strong year-on-year
earnings growth. But the US was less with companies posting negative year-on-year earnings growth.

Growth achieved in both Europe and the US has been stronger than expected, with year-on-year sales growth of +3.9% and
+4.3% respectively, although there is more contrast on earnings growth, with ©16% and -4% for Europe and US respectively.

Japan'’s result season was supportive with strong growth, whereas Asia had more mixed growth, but with strong positive

surprises coming through.

Source: Martin Currie and FactSet as at 14 May 2023.

US ‘Big Tech’ beating on both sales and earnings

Big tech companies in the US have been beating on both sales and earnings, providing some support to the sector in general.
Some noticeable cyclical companies have also been posting strong results across geographies.

In contrast, Energy, Utilities and Materials companies have generally been weighed down during the results season by
commodities and energy prices rolling over.

Signs of a supportive inflection in earnings Earnings momentum of given equity markets

revisions Changes in estimates of following year earnings to 30 april 2023
Earnings momentum has remained negative ahead 60 -

of the results season, although downgrades pre- and 40 -

post-results season have been less marked than in 20 |

the previous twelve months, showing signs of -

stabilisation and/or inflection. It is too early to call & °

this stabilisation or inflection a trend at this stage, (20)

given the ongoing potential downside risks to the (40) )

economic climate. Europe and UK in particular are (60)

now seeing positive earnings revisions. Consensus is (80) -
now expecting +1% on Global earnings growth year-
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on-year, +0% for North America, +4% for Europe, and

0% for Asia. Our top down estimates remain
— US — UK — Europe — Asia ex Japan

unchanged; we continue to forecast 2023 earnings
growth of +0% at the Global level, -1% for the US,
-5% fOI’ Europe and +5% fOf‘ Asia. Source: Martin Currie and FactSet as at 30 April 2023.

Source: Martin Currie and FactSet as at 14 May 2023.
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Europe

Strongest postive earnings surprise since 2020

The +29% earnings surprise is Europe’s strongest since 2020, with 74% of companies beating consensus estimates, no single
sector overall reported a negative earnings surprise although Real Estate was the weakest (+3%). Overall earnings growth was
+16%.

Sales growth was weaker on the top line (+3.9%), with negative growth from Utilities, Materials, and Energy. In our view this was
as a result of the rollover in commodities and energy prices weighing on those sectors’ earnings.

Number of companies reported (%)

MSCI Europe 85

Sales Earnings
Surprise (%) +2.6 +201
Year on year growth (%) +3.9 +16.0
% of companies reporting positive surprises +68 +74

Growth
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Source: Martin Currie and FactSet as at 14 May 2023.
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United States

Postive on both earnings and surprises
Although less supportive than Europe, this was the most positive US reporting season since Q3 2021 in terms of earnings
surprises. US companies overall beat on both earnings and sales, although the average beat of 6.5% is significantly less
pronounced than Europe. As with Europe the negative earnings growth from Materials and Energy is related to year-on-year
commodity price declines. The key highlight from Q1's reporting season is the ‘Big Tech’ companies coming through with beats
on both sales and earnings, although top line sales growth for the whole sector was slightly negative.

Number of companies reported (%)

S&P 500

Surprise (%)

Year on year growth (%)

% of companies reporting positive surprises
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Source: Martin Currie and FactSet as at 14 May 2023.
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Japan

Strong growth

Generally, the results season in Japan was more supportive
than in any of the reporting season in 2022. Growth was
very strong, with +16% growth on sales, and +31% on
earnings, helped by the supportive currency effects to
some extent.

Number of companies reported (%)

Asia

Earnings most supportive since 2020

In the same way as for Europe, with earnings surprise of
+19% this was the most supportive in terms of surprise since
2020. only four sectors posted negative surprises, Utilties,
Energy, Healthcare and Consumer Staples.

Number of companies reported (%)

. 81 . o
Topic Topix 7
Sales Earnings Sales Earnings
Surprise (%) +9.0 +3.0 Surprise (%) +24 +19
Year on year growth (%) +16 +31 Year on year growth (%) +9.7 12.6
% of ?ompanies reporting positive 449 v54 % of ?ompanies reporting positive 148 26
surprises surprises
* -
,dJ +228% 2 A +48%
Japan Utilities Asia ex Japan Real Estate

Utilities” earnings surprised by 228%, followed by Energy
+82%, Telecoms had the most negative surprises, -63%.
The strongest sales growth came from Industrials, and
Utilities and Financials in terms of earnings growth. In
contrast Financials posted negative sales growth of -11%,
and Energy was the weakest for earning growth with
-51%.

Source: Martin Currie and FactSet as at 14 May 2023.
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In terms of sales 48% of companies posted a positive surprise.
This was driven by two sectors, Real Estate (+99%) and
Financials (+43%). All other sectors were neutral or negative.

As shown in the table, sales growth was positive but earnings
where negative. Sales growth was led by Real Estate (+98%) and
Industrials (+51%). Negative earnings growth came from
Materials (-83%) and Consumer names (Staples -58%,
Discretionary -52%).
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Important information

This information is issued and approved by Martin Currie
Investment Management Limited (‘MCIM’), authorised
and regulated by the Financial Conduct Authority. It does
not constitute investment advice. Market and currency
movements may cause the capital value of shares, and the
income from them, to fall as well as rise and you may get
back less than you invested.

The information contained in this document has been
compiled with considerable care to ensure its accuracy.
However, no representation or warranty, express or implied,
is made to its accuracy or completeness. Martin Currie has
procured any research or analysis contained in this document
for its own use. It is provided to you only incidentally and any
opinions expressed are subject to change without notice.
This document may not be distributed to third parties. It

is confidential and intended only for the recipient. The
recipient may not photocopy, transmit or otherwise share this
document, or any part of it, with any other person without
the express written permission of Martin Currie Investment
Management Limited.

This document is intended only for a wholesale, institutional
or otherwise professional audience. Martin Currie Investment
Management Limited does not intend for this document to
be issued to any other audience and it should not be made
available to any person who does not meet this criteria.
Martin Currie accepts no responsibility for dissemination

of this document to a person who does not fit this criteria.
The document does not form the basis of, nor should it be
relied upon in connection with, any subsequent contract

or agreement. It does not constitute, and may not be used
for the purpose of, an offer or invitation to subscribe for or
otherwise acquire shares in any of the products mentioned.

Past performance is not a guide to future returns. The
distribution of specific products is restricted in certain
jurisdictions, investors should be aware of these restrictions
before requesting further specific information.

The views expressed are opinions of the portfolio managers
as of the date of this document and are subject to change
based on market and other conditions and may differ from
other portfolio managers or of the firm as a whole. These
opinions are not intended to be a forecast of future events,
research, a guarantee of future results or investment advice.

Risk warnings - Investors should also be aware of the
following risk factors which may be applicable to the
strategy shown in this document.

« Investing in foreign markets introduces a risk where
adverse movements in currency exchange rates could
result in a decrease in the value of your investment.

« This strategy may hold a limited number of investments.
If one of these investments falls in value this can have
a greater impact on the strategy’s value than if it held a
larger number of investments.

« Smaller companies may be riskier and their shares may be
less liquid than larger companies, meaning that their share
price may be more volatile.

- Emerging markets or less developed countries may face
more political, economic or structural challenges than
developed countries. Accordingly, investment in emerging
markets is generally characterised by higher levels of risk
than investment in fully developed markets.

« The strategy may invest in derivatives Index futures and
FX forwards to obtain, increase or reduce exposure to
underlying assets. The use of derivatives may result in
greater fluctuations of returns due to the value of the
derivative not moving in line with the underlying asset.
Certain types of derivatives can be difficult to purchase or

sell in certain market conditions.

For wholesale investors in Australia:

Any distribution of this material in Australia is by Martin
Currie Australia ‘(MCA). Martin Currie Australia is a division
ofFranklin Templeton Australia Limited (FTAL), (ABN 76 004
835 849). Franklin Templeton Australia Limited is a wholly
ownedsubsidiary of Franklin Resources, Inc., and holds an
Australian Financial Services Licence (AFSL No. 240827)
issued pursuant to the Corporations Act 2001.
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