
Dispersion both between and within sectors 

The Q3 earnings numbers portray a scene of corporate health. 
Earnings grew around 5% year-on-year in Europe and around 
7% in the U.S.1 In both regions, a majority of companies beat 
expectations and earnings outgrew sales – a theme of recent 
earnings season that has translated into rising profit margins 
since the COVID-19 pandemic. See the chart. Yet beyond the 
headlines, there were huge differences both between and within 
sectors. Even where earnings were solid, future outlooks in some 
areas shifted – with more significant impacts on share prices.

In the U.S., all eyes were on the big technology companies that 
dominate the S&P 500 index. Some of these names bounced as 
cloud demand beat expectations, and some slumped due to 
worries about the durability of artificial intelligence-related 
revenue. This dispersion, even among names that are often 
lumped together, was a theme of the earnings season. In Europe, 
financials and utilities both saw earnings grow about 20%, while 
energy and consumer discretionary earnings shrunk by 35% and 
47% respectively. Yet the intra-sector dispersion is what really 
caught our eye, and it’s this that provides opportunities for stock 
pickers to generate market-beating returns. Here are three areas 
of focus within portfolios:

Consumer. Comments from companies across the consumer 
sector paint a mixed picture. Most European companies that 
warned on earnings mentioned soft Chinese demand as a 
reason. Yet in Europe itself, there are signs of economic 
improvement: German sportswear brand Adidas, and e-
commerce names About You and Zalando, all raised their 
earnings guidance, and in the UK, spending on clothing grew at 
the fastest pace since July 2022.2 In the U.S., major payments 
companies said consumer spending is stable and healthy, 
although there is also evidence of price sensitivity emerging in 
areas such as groceries and travel.

The luxury sector has struggled as investors worry about global 
consumer weakness. But there are large differences between 
companies – with the high end of the high end outperforming. 

Hermes revenue, for example, grew 11%, while for some mid-
range brands it declined up to 25%.3 We believe brand heritage, 
design execution and exclusivity are key in the current 
environment.

Industrials. European companies exposed to data centres and 
electrification say business is booming globally. We would expect 
this to continue as large U.S. tech companies continue to expand 
spending plans, and believe it’s an exciting, relatively cheap way 
to gain exposure to the AI theme. Another strong area is the 
aviation after-market, where supply shortages mean positive 
momentum for engine manufacturers. We see this situation 
lasting for the rest of the decade. On the other side of the sector, 
companies more exposed to short-term economic fluctuations 
continue to struggle, as an industrial destocking cycle that has 
been going on for more than three years is yet to end. Yet even 
here there are bright spots, such as cement companies who see 
long-term demand from data centre construction and for “green” 
cement.

Semiconductors. Some of the world’s largest semiconductor and 
semiconductor equipment makers posted differing results in the 
third quarter, with some steaming ahead and some faltering. The 
dispersion is due to a host of industry-specific shifts and 
competition between major players. Yet the overall trend remains 
clear: while some parts of the semiconductor industry, such as 
those supplying chips for smartphones and PCs, are stuck in the 
cyclical doldrums, the race to develop more and more powerful AI 
tools is a significant long-term source of support. Some of the 
world’s leading semi companies are in Europe, and we believe 
those with dominant market positions and unique products are 
well placed to outgrow the sector as a whole over the long term.

This earnings season confirmed what we have been saying for 
some time: dispersion between earnings is likely to increase in 
this new era of higher-than-zero rates and increased volatility. 
This provides great opportunities for active managers to 
outperform.
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Profit margins have remained robust
Global 12m forward net profit estimates, 2006-2024
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Source: BlackRock Investment Institute, November 11, 2024. The chart shows 12 
month forward net profit estimates divided by sales estimates for MSCI equity 
market indexes. 
1 Source for all earnings numbers in this report: Barclays Equity Strategy, October 
8, 2024. 
2 All company names in this report are for illustrative purposes only and should not 
be construed as investment advice or investment recommendation. Companies 
mentioned as most prominent examples of consumer spending recovery in Europe; 
Source: Barclays, October 2024.
3 Hermes mentioned due to greatest Q3 revenue growth among European luxury.
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For Italy: This document is marketing material: Before investing please read the Prospectus and the PRIIPs KID available on www.blackrock.com/it , which contain a summary of investors’ rights. 

Risk warnings

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. Investors may not get back the amount originally invested. 

Past performance is not a reliable indicator of current or future results and should not be the sole factor of consideration when selecting a product or strategy. 

Changes in the rates of exchange between currencies may cause the value of investments to diminish or increase. Fluctuation may be particularly marked in the case of a higher volatility fund and the value 
of an investment may fall suddenly and substantially. Levels and basis of taxation may change from time to time and depend on personal individual circumstances.
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office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in England and Wales No. 02020394. For your protection telephone calls are usually recorded. Please refer to the 
Financial Conduct Authority website for a list of authorised activities conducted by BlackRock.
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1096 HA, Amsterdam, Tel: 020 –549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are usually recorded.

In Italy: For information on investor rights and how to raise complaints please go to https://www.blackrock.com/corporate/compliance/investor-right available in Italian.

In South Africa: Please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial Services provider with the South African Financial Services Board, FSP No. 43288.

Any research in this document has been procured and may have been acted on by BlackRock for its own purpose. The results of such research are being made available only incidentally. The views 
expressed do not constitute investment or any other advice and are subject to change. They do not necessarily reflect the views of any company in the BlackRock Group or any part thereof and no 
assurances are made as to their accuracy. 

This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in any BlackRock funds and has not been prepared in connection with any such offer.
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