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Equity risk premium
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Equity risk premium: forward earnings yield minus bond yield, July 2007 to current

Standard deviations from crisis-era mean
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EPS: forward consensus, bottom-up, July 2007 to current
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P/E ratio: forward consensus, bottom-up, July 2007 to current
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Benchmark bond yields, July 2007 to current

First, High, Low, Last

us
30-year Treasury

WWM

10-year Treasury

M

NN

Moody's Corporate Avg

A

Source: Bloomberg, TrendMacro calculations

Europe
UK: 10-year govt

M“”‘W

Germany: 10-year govt

W\M

France: 10-year govt

%M

[taly: 10-year govt

Pacific/EM
Japan: 10-year govt

g P

Australia: 10-year govt

China: 10-year govt

s 7

Hong Kong: 10-year govt

o e

Spain: 10-year govt

Korea: 10-year govt

P AR e GO

Brazil: 3-year govt

Taiwan: 10-year govt

A

India: 10-year govt

N e

Turkey: 7-year govt

Russia: 10-year govt

R



Daily S&P 500 equity risk premium in the crisis era
Crisis era mean --- Pre-crisis mean N Downtrends  Recession
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A century-plus of the monthly S&P 500 equity risk premium
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S&P 500 factor-sensitivity surfaces
— Increase in 30-year Treasury yield — Change in consensus forward earnings

Change from current market cap if:
Reversion to post-03'02 mean Reversion to crisis era mean

Yield unch
Earnings up 7%:
-4..5%

Yield unch
Earnings up 7%:
+36.3%

Yield up 75bp
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Sensitivity Sensitivity
S&P 500 1864.85 +27.43% 2376.37 S&P 500 1864.85 -10.78% 1663.90
Forward earnings 121.71 -22.12% 94.78 Forward earnings 121.71 11.22% 135.37
Earnings yield 6.53% Earnings yield 6.53%
30-year yield 3.52% +1.39% 4.91% 30-year yield 3.52%
Equity risk premium 3.01% Equity risk premium 3.01%

-0.78% 2.74%




