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1Q26 Earnings Season:
From Results to Guidance

The week of April 13 marked the unofficial start of the U.S. first-quarter earnings
season, traditionally led by the major banks. From here, reporting activity will
accelerate quickly on both sides of the Atlantic, peaking in the week of April 27 —
the so-called “monster week” — when close to 40% of the S&P 500 and more than
20% of the Stoxx 600 are scheduled to report. That concentration should provide one
of the clearest near-term readings on corporate health at a time when macro and
policy uncertainty remain elevated. The year began with Brent at USD 60.50 per
barrel and, as of this date, the average price for 2026 stands at USD 82 per barrel.

Graph 1: Earnings Season in S&P 500 and Stoxx 600: % of companies reporting each week.

Source: Bloomberg and Santander AM
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Expectations heading into the season are constructive, particularly in the United States. Consensus estimates point to year-on-
year EPS growth in the low-to-mid teens for the S&P 500, while Europe is expected to deliver more moderate growth, broadly in
the mid-single digits. More important than the absolute level of forecasts is how resilient they have been. In the U.S., estimates
have not followed the usual pattern of meaningful downward revisions in the three months preceding results, marking a third
consecutive quarter of relative stability. In Europe, revisions have also been contained, with no material deterioration at the
aggregate level.

Graph 2: S&P 500 and STOXX 600: Consensus EPS.

Source: Bloomberg and Santander AM
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That said, the market's attention is likely to move quickly from reported numbers to management guidance. In other words, the
key issue this season may not be whether companies beat first-quarter expectations, but whether they can sustain confidence in
margins, demand and capital allocation for the rest of the year. In a market still adjusting to shifting geopolitics, trade frictions
and uneven growth, forward-looking commentary is likely to matter more than backward-looking results.

The central question is whether companies begin to signal renewed pressure on margins in coming quarters. Investors are likely
to reward businesses that show pricing power, cost discipline and operational resilience, while penalising those with greater
exposure to volatile input costs, weaker demand visibility or more fragile supply chains. This is especially relevant in sectors
where earnings expectations already leave limited room for disappointment.

This backdrop could lead to wider earnings dispersion across sectors and regions. Energy producers, which have already seen
some upward revisions to estimates, may remain relatively well supported if pricing holds. Companies positioned as enablers or
beneficiaries of artificial intelligence should also continue to command attention, particularly where spending momentum is
translating into revenues rather than remaining only a capital-expenditure story. By contrast, energy-intensive businesses and
more traditional industrial names with high operating leverage may face a more difficult backdrop if cost pressures re-emerge.
The ability to protect margins is therefore becoming a key differentiator.
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Graph 3: S&P 500 and STOXX 600: Consensus Profit Margin.

Source: Bloomberg and Santander AM
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Another important feature of this earnings cycle is the gradual broadening of growth beyond mega-cap technology. Large
technology companies still account for a significant share of aggregate earnings momentum, but leadership is becoming
somewhat less concentrated than in previous quarters. That does not remove the market's dependence on structural growth
themes, but it does suggest a healthier underlying earnings backdrop if participation continues to widen.

In the United States, investors will pay particular attention to how Al is affecting business models at the company level. For
some sectors, the rollout of new technologies remains a clear tailwind for revenues, productivity and investment. For others, it
may be increasing competitive pressure and raising questions around execution. Companies seen as lagging in this transition
could Face greater scrutiny, especially if cautious guidance is accompanied by unclear spending priorities.

Trade exposure will also be under close scrutiny. Any sign of supply-chain disruption, softer external demand, or tariff-related
cost pressure could weigh on both revenues and margins. As a result, commentary on order trends, inventories, pricing power
and the ability to pass through higher costs will be important in assessing which businesses are best placed to absorb a less
benign external environment.

In Europe, a different set of drivers will matter. Investors will look for early evidence that fiscal support linked to national
security, defence and strategic autonomy is beginning to feed through to earnings expectations. The timing may still be
uncertain, but management commentary on order books, capacity expansion and revenue visibility should provide useful
signals on whether this policy impulse is becoming tangible at the sector level.

At the same time, weak Chinese demand remains an important constraint for European corporates, particularly in luxury
goods and parts of the industrial complex. Any indication of softer order backlogs or reduced demand from China is likely to be
closely examined. Foreign-exchange effects also deserve attention: euro strength may still weigh on reported earnings in the
near term, although that headwind could ease if currency trends stabilise or reverse later in the year.

Overall, this season is likely to be defined less by the magnitude of first-quarter beats and more by the credibility of the
forward narrative. Guidance, margin durability and management confidence should be the main drivers of market
reaction. For investors, the reporting season will matter not only as a scorecard on the first quarter, but as a test of which
companies can defend profitability and sustain earnings momentum in a more complex macro environment.
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Important Legal Notice

This report has been prepared by Santander Asset Management (hereinafter “SAM"). SAM is the functional name of the asset
management business conducted by the legal entity SAM Investment Holdings S.L. and its branches, subsidiaries and
representative offices.

Only for institutional investors. This document contains economic forecasts and information gathered from several sources.
The information contained in this document may have also been gathered from third parties. All these sources are believed to
be reliable, although the accuracy, completeness or update of this information is not guaranteed, either implicitly or explicitly,
and is subject to change without notice. Any opinions included in this document may not be considered as irrefutable and
could differ or be, in any way, inconsistent or contrary to opinions expressed, either verbally or in writing, advices, or
investment decisions taken by other areas of SAM.

This report is not intended to be and should not be construed in relation to a specific investment objective. This report is
published solely for informational purposes. This report does not constitute an investment advice, an offer or solicitation to
purchase or sell assets, services, financial contracts or other type of contracts, or other investment products of any type
(collectively, the "Financial Assets"), and should not be relied upon as the sole basis for evaluating or assessing Financial
Assets. Likewise, the distribution of this report to a client, or to a third party, should not be regarded as a provision or an offer
of investment advisory services.

SAM makes no warranty in connection with any market forecasts or opinions, or with the Financial Assets mentioned in this
report, including with regard to their current or future performance. The past or present performance of any markets or
Financial Assets may not be an indicator of such markets or Financial Assets future performance. The Financial Assets
described in this report may not be eligible for sale or distribution in certain jurisdictions or to certain categories or types of
investors.

Except as otherwise expressly provided for in the legal documents of a specific Financial Assets, the Investment Products are
not, and will not be, insured or guaranteed by any governmental entity, including the Federal Deposit Insurance Corporation.
They are not an obligation of, or guaranteed by, Santander, and may be subject to investment risks including, but not limited
to, market and currency exchange risks, credit risk, issuer and counterparty risk, liquidity risk, and possible loss of the principal
invested. In connection with the Financial Advisors, investors are recommended to consult their financial, legal, tax and other
advisers as such investors deem necessary to determine whether the Financial Assets are suitable based on such investors
particular circumstances and financial situation. Santander, their respective directors, officers, attorneys, employees or agents
assume no liability of any type for any loss or damage relating to or arising out of the use or reliance of all or any part of this
report.

Past performance does not predict future returns. The returns may increase or decrease as a result of currency fluctuations
relative to the respective investors' domestic currency. Any reference to taxation should be understood as depending on the
personal circumstances of each investor and which may change in the future. Costs incurred for purchasing, holding or selling
Financial Assets may reduce returns and are not reflected in this report.

This report may not be reproduced in whole or in part, or further distributed, published or referred to in any manner
whatsoever to any person, nor may the information or opinions contained therein be referred to without, in each case, the
prior written consent of SAM.

Any third-party material (including logos, and trademarks), whether literary (articles/ studies/ reports, etc. or excerpts
thereof) or artistic (photos/graphs/drawings, etc.), included in this report is registered in the name of its respective owner and
only reproduced in accordance with honest industry and commercial practices.
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