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Wes Cirill, PhD, Senior Investment Director and Vice President, Dimensional Fund Advisors

SURPRISE, SURPRISE

Magnificent 7 actual vs. analyst forecast earnings per share, 2022—-2023

ANALYST ACTUAL DIFFERENCE ANALYST ACTUAL DIFFERENCE
FORECAST FORECAST

$3.77  $1.74 - ' $8.69 $11.94 37.4% =
$6.06  $6.10 $5.95 $6.13

$3.73  $3.63 ' $3.61  $4.30
$9.14  $9.64 5% = $9.35  $9.68
$1.09 -$0.27 - 0 $1.93  $2.89
$5.04  $4.55 : $5.21  $5.81
$10.49  $8.59 $11.33  $14.90

It is unlikely any stock has an expected return of 100% higher than the average analyst expectation. Contrast
per year. That seems too high to be the cost of equity this with 2022, when five of the seven companies’
capital for a company, and it's doubtful anyone would sell earnings fell short of analyst expectations. The average
a stock with an expected return 10 times the historical Magnificent 7 stock return that year trailed the S&P 500
stock market return.! A realized return that big likely Index by 28 percentage points.

means the company surprised investors in a good way. ] ) .
Expecting Mag 7 outperformance to continue is to bet on

The Magnificent 7 stocks returned on average more than these companies further exceeding the market’s

111% in 2023, exceeding the S&P 500 Index by over 85 expectations. Simply meeting expectations may result in
percentage points. While it's hard to say what cash flow returns more in line with the market, consistent with the
expectations were built into their stock prices, comparing history of top US stocks.

analyst earnings estimates to actual earnings suggests
these companies exceeded expectations for the year. All
seven reported earnings exceeding average forecasts.
For example, Nvidia posted an earnings per share 37.4%

1. The S&P 500 Index had an annualized return of 10.3% from January 1926 to December 2023. S&P data © 2024 S&P Dow Jones Indices LLC, a division of S&P Global. All
rights reserved.
See following page for important disclosure. 3
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Past performance is no guarantee of future results.

Disclosures

The information in this material is intended for the recipient’s background information and use only. It
is provided in good faith and without any warranty or representation as to accuracy or completeness.
Information and opinions presented in this material have been obtained or derived from sources
believed by Dimensional to be reliable, and Dimensional has reasonable grounds to believe that all
factual information herein is true as at the date of this material. It does not constitute investment
advice, a recommendation, or an offer of any services or products for sale and is not intended to
provide a sufficient basis on which to make an investment decision. Before acting on any information
in this document, you should consider whether it is appropriate for your particular circumstances and,
if appropriate, seek professional advice. It is the responsibility of any persons wishing to make a
purchase to inform themselves of and observe all applicable laws and regulations. Unauthorized
reproduction or transmission of this material is strictly prohibited. Dimensional accepts no
responsibility for loss arising from the use of the information contained herein.

This material is not directed at any person in any jurisdiction where the availability of this material is
prohibited or would subject Dimensional or its products or services to any registration, licensing, or
other such legal requirements within the jurisdiction.

‘Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one
particular entity. These entities are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd.,
Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund Advisors Canada ULC,
Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and Dimensional Hong Kong Limited.
Dimensional Hong Kong Limited is licensed by the Securities and Futures Commission to conduct
Type 1 (dealing in securities) regulated activities only and does not provide asset management
services.

RISKS

Investments involve risks. The investment return and principal value of an investment may
fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their
original value. Past performance is not a guarantee of future results. There is no guarantee

strategies will be successful.

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

Investment products: * Not FDIC Insured « Not Bank Guaranteed « May Lose Value

Dimensional Fund Advisors does not have any bank affiliates. 4



