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Positive 1Q26 earnings outlook, particularly in the US

17 April 2026

Earnings growth expectations for 1Q26 yoy remain positive but uneven
across regions. The US is leading among developed markets, with 13% yoy
growth expected, supported by technology and financials. Europe is trailing
at around 6%, with downside risks from high energy costs, weaker demand
and mardin pressure. Japan is expected to grow by about 9%, while
emerding markets stand out at 14%, lardely driven by Asian tech and Latin
American commodity companies.

EARNINGS GROWTH IN 1Q26 IS EXPECTED TO BE POSITIVE, DRIVEN BY TECHNOLOGY AND FINANCIALS

EARNINGS GROWTH IS HEAVILY SKEWED TOWARDS THE US
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Source: Bloomberg, The Investment Institute by UniCredit

THE CONTEXT

The 1Q26 earnings season has started in the US this week with financial stocks lardgely reporting sharply higher
profits, with earnings above expectations. Heightened volatility across asset classes has increased the need for
investors to reassess portfolios and hedge downside risks, a dynamic that typically supports trading revenues at large
banks. The bank results can certainly not be extrapolated to other sectors, as most industries, particularly in
manufacturing, are under pressure from higher energy costs.
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The main exception is the energy sector, which is naturally benefiting from this development. As a result, the focus
of the ongoing 1Q26 earnings season is likely to be on the extent to which the energy-price shock and reduced supply
of refinery products and other raw materials through the Strait of Hormuz — such as helium, urea and jet fuel, for
which around 20-30% of global trade transits the strait —is transmitted along the value chain. Investor attention will
be particularly directed towards developments in margins and input costs, as well as company commentary on the
risk of supply-chain disruption, especially for price-taker companies at the lower end of the value chain, such as
lower-end consumer discretionary stocks. Earnings developments will be especially closely watched for European
names exposed to Asia and EM, given the impact of the near closure of the Strait of Hormuz on these economies and
supply chains. Around 30% of STOXX Europe 600 company sales are denerated in the CEEMEA and APAC regions.

THE DATA

Our chart shows year-on-year earnings growth expectations for 1Q26 across sectors for the
S&P 500 and the STOXX Europe 600, highlighting notable differences in outlooks. In the US,
the strongest eamings growth of around 24% is expected in information technology, followed
by financials at roughly 19% and industrials/materials at approximately 10-15%. The IT sector
alone accounts for around half of total EPS growth, largely driven by Al-related capex cycles.
Excluding technology, S&P 500 first-quarter earnings growth would drop back to roughly 5%.
In Europe, by contrast, earnings growth is primarily a financials story. Financials account for
around 21% of the STOXX Europe 600, while technology represents barely 6%. Cyclical sectors
are showing positive momentum, but it remains fragile. Industrials and basic resources are
seeing only moderate growth, with margins constrained by elevated energy prices and weaker
global demand.

Earnings momentum has been sustained by commodity-related sectors. Despite geopolitical
tensions and significant price volatility, since the start of the year analysts have raised their
2026 expectations for STOXX Europe 600 earnings by 1.4% and for the S&P 500 by 3%. In both
regions, this is almost entirely due to energy and technology stocks, for which 2026 earnings
expectations have been upgraded in Europe by 19.7% and 3.0%, respectively (in the US by
6.6% and 8.1%) in response to strong investment demand (technology) and the rising cost of
energy (energy sector). In Europe, the lardest nedative 2026 EPS revisions since the start of the
year have been for the consumer discretionary (-9.1%), health care (-6.2%) and industrials
(-4.5%) sectors, while in the US only two sectors have faced nedative revisions: health care
(-2.5%) and consumer staples (-1.5%).

OUR VIEW

We believe that the earnings growth expected for the first quarter of 2026 offers a realistic
snapshot of underlying fundamentals. However, the adverse effects of elevated energy prices
on corporate profitability are likely to become more apparent in the second quarter, particularly
in Europe and emerging markets.

In Europe, consensus eamings growth for 2026 currently stands at 13%, but we expect this to
moderate closer to our 7-8% forecast as the reporting season progresses. This view is
supported by our economists’ revised outlook for eurozone GDP growth, now projected at 0.8%
in 2026 compared with 1% prior to the war. Moreover, current activity indicators, such as PMls,
point to a deceleration in eamings growth for the STOXX Europe 600.

By contrast, the US is likely to experience a significantly smaller earnings hit. We continue to
expect another strong increase in earnings in the coming quarter, driven by the heavy exposure
to the technology and financial sectors. US GDP growth is projected to remain broadly stable
at 2.3%, compared with our pre-war estimate of 2.4%, supporting a more-resilient earnings
outlook relative to other regions.

Overall, we remain constructive regarding the achievable index levels this year. We expect year-
end levels of 6,400 index points for the Euro STOXX 50 and 7,500 index points for the S&P 500.
Should the closure of the Strait of Hormuz prove to be only short-lived, our index targets carry
positive upside risk.
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Legal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the deneral public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to chande at any time after publication, on the completeness, corre ctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.
8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damades that may arise to anyone from the use of this
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imadges, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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