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What Can We Expect From This Week's Earnings?

In our recent research report (How Should You Play Earnings Results?) we highlighted that high momentum into earnings implies

elevated expectations — these stocks often underperform post-report, while laggards tend to beat expectations. In today’s

report, we reiterate these results and provide long and short screens for this week’s upcoming earnings reports.

Strong Momentum is Indicative of High Expectations

Stocks in the bottom half of industry group-relative momentum tend to beat expectations on the earnings release. Those in

the highest 5% of two-week stock performance see a statistically significant underperformance on the day that they report

earnings. This is an important result – on average big moves into earnings releases should be sold, and big laggards should

be bought. The notion that on average EPS season should be avoided independent of pre-report stock performance doesn’t

appear to be true.

Source: Trivariate Research, LP

The Penalty For Missing is Greater Than The Reward For Beating

The high expectations of stocks with prior strong price momentum is also seen in the penalty for missing vs. the reward for

beating. Companies in the highest vigintile of two-week momentum that beat EPS estimates outperform their industry group

by 0.92% on the earnings release. However, those in the top vigintile of momentum that miss EPS estimates underperform by
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3.5%. The reward for beating is only greater than the penalty for missing for the worst performing 5% of stocks prior to the

EPS report, where those that beat on EPS outperform by 2.5% while those that miss underperform by 2.3%.

Source: Trivariate Research, LP

Long Ideas: Companies Reporting This Week With Poor 2-Week Momentum

Below we show companies that report this week where expectations are likely lower. These companies are in the bottom 5%

of two-week momentum relative to their industry group, which is the only vigintile where the reward for beating is greater

than the penalty for missing.

Source: Trivariate Research, LP
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Short Ideas: Companies Reporting This Week With Strong 2-Week Momentum

Below we show companies that report this week which have strong 2-week price momentum. The penalty for missing is far

greater than the reward for beating for these companies.

Source: Trivariate Research, LP
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Important Disclosures

Analyst Certification

The analysts, Adam Parker, Maxwell Arnold, Chang Ge, Colin Cooney and Ryan McGovern, responsible for the preparation

of this research report certifies that: all the views expressed in this research report accurately reflect the research analyst's

personal views.

Disclaimer

This presentation is confidential and may not be reproduced or distributed without the express prior written permission of

Trivariate Research LP and its affiliates (collectively, “Trivariate”).

The information contained herein reflects the opinions and projections of Trivariate as the date of publication, which are subject

to change without notice at any time subsequent to the date of issue. Trivariate does not represent that any opinion or projection

expressed herein will be realized. All information provided is for informational and research purposes only and should not be

deemed as investment advice or a recommendation to purchase or sell any specific portfolio investment, security or other

asset. While the information presented herein is believed to be reliable, no representation or warranty is made concerning the

accuracy of any data or other information presented. Information obtained by Trivariate from third party sources in connection

with the preparation of this presentation has not been independently verified by Trivariate. Additional information regarding

Trivariate is available on request.

Any projections, forecasts, targets or other estimates presented herein constitute “forward-looking statements” that can be

identified by the use of forward-looking terminology such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,”

“forecasted,” “continue,” “expects,” “anticipates,” “future,” “intends,” “plans,” “believes,” “estimates,” or the negatives thereof or

other variations thereon or comparable terminology. Furthermore, any projections, targets, forecasts or other estimates in this

presentation are “forward-looking statements” and are based upon certain assumptions that may change. Due to various risks

and uncertainties, actual events or results or the actual performance of the funds may differ materially from those reflected

or contemplated in such forward-looking statements. Moreover, actual events are difficult to predict and often depend upon

factors that are beyond the control of the Trivariate. Nothing herein shall under any circumstances create an implication that the

information contained herein is correct as of any time after the earlier of the relevant date specified herein or the date of this

presentation. In addition, unless the context otherwise requires, the words “include,” “includes,” “including” and other words of

similar import are meant to be illustrative rather than restrictive. Forward-looking statements and discussions of the business

environment included herein (e.g., With respect to financial markets, business opportunities, demand, investment pipeline and

other conditions) are subject to the ongoing novel coronavirus outbreak (“COVID” or “COVID-19”). The full impact of COVID-19

is particularly uncertain and difficult to predict, therefore such forward-looking statements do not reflect its ultimate potential.

This shall not constitute an offer to sell or the solicitation of an offer to buy any interests in any fund, product or account that

is or may in the future be advised or managed by, Trivariate or any of its affiliates.

All data sourced from S&P Global, Bloomberg, or our Trivariate estimates. All forward-looking-statements reflect the opinion of

Trivariate.
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