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E Q U I T I E S  M A R K E T S

Tech renaissance
World technology stocks price and earnings, 1996–2017
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Sources: BlackRock Investment Institute, with data from MSCI and Thomson Reuters, July 2017.
Notes: the price index is based on the MSCI All-Country World Technology Index. Earnings are represented by the aggregate 
12-month forward earnings estimate. Both series are rebased to 100 at the start of 1996.

Earnings comeback
Global equities earnings revisions ratio, 2000–2017
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Sources: BlackRock Investment Institute, with data from MSCI and Thomson Reuters, July 2017. Notes: the lines show the number 
of companies in the MSCI ACWI Index with 12-month forward earnings-per-share (EPS) estimates revised up from the previous 
month divided by the number of companies with downward EPS estimate revisions.

Markets: equities

The global corporate earnings picture has brightened. The ratio of upward to 

downward estimate revisions by analysts has surged to the highest levels in over 

five years. See the Earnings comeback chart. It is a broad-based increase. 

Earnings momentum is on the rise in the US, Europe and particularly emerging 

markets. This is another piece of evidence supporting our belief that the global 

economy is in a period of sustained, above-trend growth.

This is more than just a one-time rebound. Share buybacks and cost-cutting have 

propelled bottom-line growth in recent years, but sales growth in the US is 

tracking at the strongest level in six years. The risk is that prices largely reflect 

lofty earnings estimates, leaving room for reality to disappoint. We prefer 

European, Japanese and EM shares. In the US, we like financials, technology and 

dividend growers. 

A sharp and synchronised recovery in global earnings supports global 

equity markets.

The technology sector has been a stand-out performer in 2017. The global tech 

index is again approaching the peak levels seen in the early-2000s dot-com 

bubble. The big difference today? Gains are being supported by corporate 

profits . See the Tech renaissance chart. The tech sector has the highest forecast 

earnings growth in 2017 outside energy and materials. 

The development and adoption of new technologies is changing the business 

model for nearly every industry, from retail to energy production. We believe we are 

still in the early stages of this transformation. The pie is not getting bigger in many

sectors, but tech is stealing a larger slice. Many leading tech firms are found in other 

sectors (think online retailers). This means the sector's influence goes beyond its 

17% weight in the MSCI ACWI Index. Overall, tech valuations are not cheap, but we 

see stable and sustained earnings growth offering better support than in other 

sectors.

We see tech as a long-term growth opportunity but brace for the risk of sudden 

reversals after sharp price gains. 


