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S&P 500 Fourth-Quarter Operating Earnings Growth Expected to Slow;
May Break Streak of Double-Digit Earnings Gains

New York, December 29, 2006 — The fourth-quarter operating earnings for the S&P 500 is on
track to post its lowest year-over-year gain in over four and a half years, announced Standard &
Poor’s today. Estimated fourth-quarter 2006 earnings of $22.08, or $199 billion in aggregate,
would represent a 9.4% gain over the $20.19 reported for the fourth quarter of 2005 — marking the
first single-digit earnings gain for the index since the first quarter of 2002. However, Standard &
Poor’s expects full-year 2006 to be the best year ever for operating earnings, with a projected
14.9% gain over 2005.

“The long expected earnings slowdown appears to finally be materializing,” says Howard
Silverblatt, Senior Index Analyst at Standard & Poor’s. “It appears that an earnings deceleration
in the Consumer Discretionary sector and the general economic pullback will contribute the most
to the single-digit environment.”

“Standard & Poor’s U.S. equity analysts collectively project the high single-digit earnings growth
to continue into the first half of 2007, led by the Information Technology and Telecommunication
Services sectors,” says Alec Young, S&P International Equity Strategist. “As the Information
Technology sector derives slightly more than half of its revenues from overseas markets, S&P
analysts are incorporating continued, robust economic conditions in Europe and Asia as principal
drivers of their optimism.”

Earnings are just one of many benchmarks seen posting new records this year. Among the others
expected to reach new highs are dividend payments ($224 billion vs. $202 billion for 2005 vs.
$181 billion for 2004) and corporate share buybacks ($437 billion vs. $349 billion vs. $197
billion), while cash holdings of the S&P 500 (old) Industrials sector are expected to remain high
in spite of the additional shareholders return ($608 billion vs. $635 billion vs. $626 billion).
Standard & Poor’s is also estimating that new records will be set in 2007 for earnings and
dividends, with dividends expected to post over 11% gain, outpacing earnings.

Despite the slowing earnings growth trend, the S&P Investment Policy Committee expects the

S&P 500 Index will continue to rally in 2007 reaching 1510 by year-end, an approximate 6%
increase from current levels.
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STANDARD & POOR'S INDEX SERVICES
S&P 500 EARNINGS AND ESTIMATE REPORT

OPERATING AS REPORTED

EARNINGS EARNINGS

QUARTER PER SHR PER SHR

12/31/2007 Est 25.66 19.60

09/30/2007 Est 24.24 21.40

06/30/2007 Est 23.83 22.40

03/31/2007 Est 22.45 23.30

12/31/2006 Est 22.08 20.10

09/30/2006 23.03 21.47

06/30/2006 21.95 20.11

03/31/2006 20.75 19.69

12/31/2005 20.19 17.30

09/30/2005 18.84 17.39

06/30/2005 19.42 18.29

03/31/2005 18.00 16.95

12/31/2004 17.95 13.94

09/30/2004 16.88 14.18

06/30/2004 16.98 15.25

03/31/2004 15.87 15.18

12/31/2003 14.88 13.16

09/30/2003 14.41 12.56

06/30/2003 12.92 11.10

03/31/2003 12.48 11.92

12/31/2002 11.94 3.00
ESTIMATED ESTIMATED ESTIMATED
Q3 2006 Q4 2006 Q1 2007 Q2 2007
OVER OVER OVER OVER
Q3 2005 Q4 2005 Q1 2006 Q2 2006
S&P 500 22.3% 9.4% 8.2% 8.5%

Consumer
Discretionary 56.4% -3.0% -5.6% 6.6%
Consumer Staples 4.4% 3.1% 7.5% 5.9%
Energy 34.1% -2.7% 16.4% -2.2%
Financials 28.0% 24.2% 4.8% 4.8%
Health Care 11.1% 5.9% 5.9% 22.6%
Industrials 13.4% 11.3% 6.7% 7.1%
Information

Technology 3.2% -0.1% 14.3% 23.1%
Materials 45.8% 36.7% 11.7% 5.8%
Telecomm Services 8.0% 63.6% 31.6% 24.6%
Utilities 32.0% -3.6% 10.4% 10.8%
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EARNINGS
P/E
14.84
15.41
15.61
15.94
16.25
15.55
15.55
16.35
16.33
16.56
16.49
16.91
17.91
17.25
18.36
19.39
20.33
19.25
19.91
17.79
19.11

ESTIMATED
Q3 2007

OVER
Q3 2006
5.2%

-10.2%
9.0%
-3.8%
4.2%
15.2%
8.8%

21.2%

0.5%
22.4%
-3.4%

OPERATING AS REPORTED

EARNINGS
P/E
16.46
16.36
16.35
16.79
17.54
17.00
17.05
17.82
17.85
18.46
18.80
19.57
20.70
19.29
20.32
21.66
22.81
25.82
28.21
27.97
31.89

ESTIMATED
Q4 2007

OVER
Q4 2006
16.2%

23.4%
11.3%
17.8%
12.0%
17.3%
13.6%

26.2%
12.7%
10.7%
22.3%

ESTIMATED
2006

OVER
2005
14.9%

19.0%
4.8%
25.7%
17.4%
9.3%
14.8%

2.1%
25.0%
14.5%
16.5%

ESTIMATED
2007

OVER
2006
9.5%

3.2%
8.4%
6.2%
6.5%
15.0%
9.2%

21.4%
7.5%
21.6%
7.9%



About Standard & Poor’s Index Services

Standard & Poor's Index Services, the world’s leading index provider, maintains a wide variety of
investable and benchmark indices to meet an array of investor needs. Its family of indices
includes the S&P 500, an index with $1.26 trillion invested and $4.45 trillion benchmarked, and
the S&P Global 1200, a composite index comprised of seven regional and country headline
indices. For more information, please visit www.standardandpoors.com/indices.

About Standard & Poor’s Equity Research Services

As the world’s largest producer of independent equity research, Standard & Poor’s licenses
research to over 1,000 institutions for their investors and advisors, including 19 of the top 20
securities firms, 13 of the top 20 banks, and 11 of the top 20 life insurance companies. Standard
& Poor’s team of 120 experienced U.S., European and Asian equity analysts use a fundamental,
bottom-up approach to assess a global universe of approximately 2,000 equities across more than
120 industries worldwide. Follow Standard & Poor's equity analysts' U.S. market commentary
each day at http://www.equityresearch.standardandpoors.com.

The equity research reports and recommendations provided by Standard & Poor’s Equity Research
Services are performed separately from any other analytic activity of Standard & Poor’s,
including Index Services & Credit Ratings. Standard & Poor’s Equity Research Services has no
access to non-public information received by other units of Standard & Poor’s. Standard &
Poor’s does not trade on its own account. The analytical and ethical conduct of Standard &
Poor’s equity analysts is governed by the firm’s Research Objectivity Policy, a copy of which
may also be found at www.standardandpoors.com.

About Standard & Poor’s

Standard & Poor's, a division of The McGraw-Hill Companies (NYSE: MHP), is the world's
foremost provider of financial market intelligence, including independent credit ratings, indices,
risk evaluation, investment research and data. With approximately 7,500 employees, including
wholly owned affiliates, located in 21 countries, Standard & Poor's is an essential part of the
world's financial infrastructure and has played a leading role for more than 140 years in providing
investors with the independent benchmarks they need to feel more confident about their
investment and financial decisions. For more information, visit
http://www.standardandpoors.com.

For more information contact:

David R. Guarino Ed Sweeney

Communications Communications

Standard & Poor’s Standard & Poor’s
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212 438 1471 212 438 6634
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