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Earnings Season:
Half Time Report
With 60% of the companies in the S&P 500 having
already reported earnings, several trends are begin-

ning to emerge:

The Financials sector kicked off earnings season
with a bang.

Outlooks in the Consumer Discretionary sector un-
derwhelmed expectations.

The Communications Sector appears strong across
the board.

The leadership change from hardware to software

continues in the Technology Sector.

It happens four times a year. That time when Wall
Street is on pins and needles, waiting to hear the lat-
est updates from companies: earnings season. Each
one seems to highlight different trends, and this sea-
son is no exception. With 60% of the companies in
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the S&P 500 having already reported earnings, sev-
eral trends are beginning to emerge, many of which
we will explore in more detail below.

The Financials Sector Kicks Off Earnings Season
with a Bang: The behemoths of the sector blew the
doors off their hinges to mark the beginning of earn-
ings season. Companies like JP Morgan, Citigroup,
and Goldman Sachs posted some of the best quar-
ters on record, as strong Net Interest Incomes in
banking and strong fee generation in capital markets
and trading business lines saw better than expected
results. At the same time, management teams gave
robust outlooks for the year ahead, characterized by
lower costs and strong income generation, but most
importantly, by the prospect of lower regulation. The
giants of the group were not the only ones to report
positives earnings; smaller regional banks also joined the
party. Companies like KeyCorp, PNC, and Huntington
Bancshares reported stronger than expected sales
growth, net income margins, and the effective re-
pricing of fixed income assets. Much like their larger
brethren, the management teams of many regional
banks expect further sales and earnings growth in
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2025, emboldened by a friendlier regulatory environ-
ment.

Underwhelming Outlooks in Consumer Discretion-
ary: As of the time of this writing approximately half
of the companies in the Consumer Discretionary
sector reported earnings. On the surface, the sector
appears to have seen strong earnings growth in the
fourth quarter, close to 35% more than the previous
year. However, if we exclude Amazon from the mix,
earnings may not be as strong as they might seem.
Automobile companies GM and Ford reported num-
bers that beat Wall Street’s expectations but were
not as strong as initially expected. Additionally, Ford’s
outlook for 2025 underwhelmed expectations, citing
that increased competition could affect margin
growth. Citing reductions in vehicle prices, fellow au-
tomobile company Tesla missed earnings expecta-
tions outright, reporting earnings per share and op-
erating margins that came below Wall Street’s
expectations. Management did not provide guidance
for the year ahead; however, discussion over the
prospects of the Robotaxi provided only temporary
relief for the stock. Even Amazon, which reported
very strong earnings for the quarter, disappointed
with its guidance for the start of 2025. Although sales
for the last quarter rose to $188 billion, the outlook for
the current quarter of $150-$155 billion under-
whelmed the Street’s expectations of close to $160
billion in sales. Additionally, growth in its AWS cloud
unit, traditionally an engine of growth for the compa-
ny, slowed. CEO Andy Jassy warned that growth in
the unit could remain “lumpy”, as capacity con-
straints to meet Al demand limit growth over the
short term. It will be interesting to see what retalil
companies that have yet to reportindicate in terms of
consumer demand and inflation. So far, the outlooks
for the year ahead in this sector have underwhelmed
Wall Street’s expectations.

The Communications Sector Appears Strong Across
the Board: So far over 70% of companies in the Com-
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munication sector have reported earnings, with
earnings beats and growth posted across the board.
Disney provided strong visibility for earnings growth,
as its streaming business continues to show profit
growth while its parks continue to generate cash
flow. It appears that CEO Bob Iger’s plan to turn the
company around is coming to fruition. Netflix report-
ed record subscriber growth numbers for the quar-
ter, reporting that its strong content pipeline led to
close to 20 million people across the globe joining its
network. This dynamic enabled the company to raise
its operating margin guidance to 29% for the year,
compared with 23% only two years ago. Meta saw
strong revenue growth, fueled by increased use of Al
to better target ads distribution and increased pric-
ing gains to the tune of 14% for the quarter. Its 700
million monthly active users, bolstered by its
WhatsApp application, help support growth. Howev-
er, capital expenditures for the company could in-
crease to $60-$65 billion in the year, fueled by a
need to drive data-center expansion to meet in-
creased Al needs. Alphabet also reported a relatively
strong quarter, with its search engine usage growing
by 12%, with both YouTube and cloud services grow-
ing over 20%. Despite showing that the company is
still seeing growth across many of its segments, it did
see a relative decrease in cloud services growth, al-
beit from high levels, a dynamic that was echoed by
Amazon.

The Leadership Change from Hardware to Software
Continues in the Technology Sector: Since the Fall
of last year, we have been seeing the rotation from
the companies involved in making the hardware for
Al, to the software companies involved in the cre-
ation and ultimate use of the technology. We contin-
ue to see this rotation this earnings season, at an ac-
celerated rate. Chipmaker AMD beat earnings for the
quarter and surpassed guidance for the year ahead;
however, it failed to meet some of Wall Street’s lofti-
est expectations. A similar trend was seen at fellow
chip maker Micron Technology, which met expecta-
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tions, but saw sales guidance drop on weaker per-
sonal computer demand. Lofty expectations played a
hand in Micron’s guidance miss as well. Apple bucked
the trend, by allaying fears that it was falling behind
the competition in the Al race, as well as fears revolv-
ing around its Chinese end markets. The company
met expectations and positive comments from man-
agement surrounding Al and China appeased the
Street, which had relatively low expectations going
into the quarter. On the other hand, software compa-
nies such as Palantir reported revenue growth guid-
ance for the year to the tune of 30%, driven by in-
creased demand for its services from both its
commercial and government business lines. These
results sent the stock 25% higher on the day of its
report. A similar dynamic was seen by IBM, which
saw sales increase by $20 billion for the quarter and
gave upbeat guidance on increasingly better pros-
pects from its software business line. The stock
closed almost 15% higher on the day of its report.
Other companies in the software industry are seeing
similarly strong growth prospects, a trend that we
expect to continue, especially with the advent of low-
er cost Al models. Microsoft also saw strong sales
this last quarter of close to $70 billion, with operating
margins surpassing 45%. However, growth in its
Azure cloud business underwhelmed expectations,
something that the company said was due to capac-
ity constraints in its servers to meet increasing de-
mand from Al.

Interestingly, hyperscalers Microsoft, Amazon, and
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Alphabet all saw slower growth in their cloud busi-
nesses, and all three stated that they were having
trouble keeping up with increased demand from Al
due to limited data server capacity. This leads us to
continue to believe that, despite the possibility of
lower costs brought about by cheaper Al models
such as DeepSeek, there will continue to be a need
for increased spending in the infrastructure needed
to support this new technology. JP Morgan estimates
that the hyperscalers are seeing approximately $250
billion in annual data center spending, a number that
Bloomberg expects to reach $275 billion this year
alone. This earnings season is reinforcing the fact
that Al is here to stay. As a result, more spending will
be needed to support the infrastructure needed to
house and deliver this technology, while software
companies are going to be the next major benefi-
ciaries of its application. m

Click or scan this code to access more
insights at insigneo.com/insights



Important Legal disclaimer

Insigneo Financial Group, LLC comprises anumber of operating businesses
engaged in the offering of brokerage and advisory products and services
in various jurisdictions, principally in Latin America. Brokerage products
and services are offered through Insigneo Securities, LLC, headquartered
in Miami, member of the Financial Industry Regulatory Authority (FINRA)
and Securities Investors Protection Corporation (SIPC) https://www.sipc.org/.
Investment advisory products and services are offered through Insigneo
Advisory Services, LLC, an investment adviser registered with the
Securities and Exchange Commission. In Uruguay, advisory services are
offered through Insigneo Asesor Internacional S.A., Insigneo Gestor
Internacional S.A., Insigneo Asesor Latam S.A., and Insigneo Asesores de
Inversion de Uruguay, SRL, in Argentina through Insigneo Argentina, SAU
and in Chile through Insigneo Asesorias Financieras, SPA. Collectively,
these eight operating businesses make up the Insigneo Financial Group. To
learn more about the Broker Dealer including its conflicts of interest and
compensation practices, please go to https://insigneo.com/disclosures/ or
www.finra.org. To learn about Insigneo Advisory Services, LLC and any
conflicts related to its advisory services, please see its Form ADV and
brochure which can be found at Investment Advisor Public Disclosure
website https://adviserinfo.sec.gov/

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en el
Registro de Prestadores de Servicios Financieros de la Comision para el
Mercado Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacion disponible a la fecha de emision de este. Para evitar cualquier
conflicto de interés, Insigneo Securities LLC dispone que ningun integrante
del equipo de Research & Strategy tenga su remuneracién asociada
directa o indirectamente con una recomendacién o reporte especifico o
con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este informe
fueron obtenidos de fuentes consideradas confiables, no podemos
garantizar la completa exactitud e integridad de estos, no asumiendo
responsabilidad alguna al respecto Insigneo Securities LLC, Insigneo
Asesorias Financieras SPA ni ninguna de sus empresas relacionadas.

Este material esta destinado unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta o solicitud de compra o venta de ningun valor en
ninguna jurisdiccion en la que dicha oferta o solicitud no esté autorizada o
a ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en cuentas de corretaje y de asesoramiento de inversiones
estdn sujetas al riesgo de mercado, incluida la pérdida de capital.

La informacién base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA la

obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinion,
expresion, estimacion y/o recomendacion contenida en este informe
constituyen el juicio o vision de area de Research & Strategy de Insigneo
Securities LLC. o sus proveedores, a la fecha de su publicacién y pueden
ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

En Uruguay, los valores estan siendo ofrecidos en forma privada de
acuerdo al articulo 2 de la ley 18.627 y sus modificaciones. Los valores no
han sido ni seran registrados ante el Banco Central del Uruguay para oferta
publica.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversion se encuentra
registrado bajo el N° 10563 de la Comision Nacional de Valores (CNV) e
inscripto ante la Inspeccion General de Justicia (IGJ) bajo el N° 12.278 del
Libro 90, Tomo —, de Sociedades por Acciones. Este informe fue efectuado
por area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, en base a la informacion disponible a la fecha de su emision.
Para evitar cualquier conflicto de interés, Insigneo Securities LLC dispone
que ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una recomendacion
o reporte especifico o con el resultado de una cartera. Aunque los
antecedentes sobre los cuales ha sido elaborado este informe fueron
obtenidos de fuentes consideradas confiables, no podemos garantizar la
completa exactitud e integridad de estos, no asumiendo responsabilidad
alguna al respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni
ninguna de sus empresas relacionadas. La informacion base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta, recomendacion o solicitud de compra o venta de
ningun valor negociable en ninguna jurisdiccion en la que dicha oferta o
solicitud no esté autorizada o a ninguna persona a la que sea ilegal hacer
dicha oferta o solicitud. Las inversiones en valores negociables estan
sujetas al riesgo de mercado, incluida la pérdida parcial o total del capital
invertido. Cualquier opinidn, expresion, estimacion y/o recomendacion
contenida en este informe constituyen el juicio o vision de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a la
fecha de su publicacién y pueden ser modificadas sin previo aviso.

insigneo



