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Beyond the Al boom:
A broader earnings story

Technology remains the engine of earnings growth, but wider participation,
improving profitability and a supportive macro backdrop are reshaping the
profit cycle.

At first glance, Q2 2026 earnings season appears to confirm a familiar narrative: artificial intelligence remains the
dominant force behind corporate profit growth. That conclusion is correct, but only partially. The most important
development lies beneath the headline numbers. In the United States, second-quarter earnings growth is tracking at
approximately 50%, the strongest pace since 20217, while 86% of S&P 500 companies have exceeded earnings
expectations. It is worth mentioning that a meaningful portion of headline earnings growth remains linked to the
exceptional contribution of Alphabet and Amazon. Excluding these two companies reduces aggregate S&P 500
earnings growth from 50.4% to 32.0%, so profit growth remains exceptionally robust by historical standards.

In Europe, STOXX 600 earnings are expanding by more than 20%, marking the strongest reporting season in several
years. Yet the significance of these figures goes beyond their magnitude. Participation is widening across sectors and
regions, profitability is improving, and corporate guidance remains supportive. Taken together, these developments
suggest that the earnings cycle is becoming not only stronger, but structurally healthier.

Technology remains the principal engine of earnings growth. The sector entered the reporting season facing elevated
expectations and nevertheless delivered another round of positive surprises. In the United States, Information
Technology earnings are growing by roughly 70% year-on-year, while sector revenues are expanding by close to
36%. More importantly, the nature of the Al story is evolving. For much of the last two years, investors have focused
on the scale of capital expenditure required to build Al infrastructure. The latest results suggest that this investment
phase is increasingly translating into commercial outcomes. Revenue generated by Al-related activities has exceeded
depreciation costs associated with data-centre and hardware investment for two consecutive quarters, while demand
is becoming increasingly visible across cloud services, software, cybersecurity, digital infrastructure and enterprise
applications. What began as an investment cycle is progressively developing into a revenue, margin and earnings
cycle.

The most notable feature of the current reporting season may therefore be the increasing breadth of earnings
growth. Technology continues to lead, but it is no longer carrying the entire market. In the United States, ten of the
eleven sectors are reporting positive earnings growth and eight are delivering double-digit increases. Financials,
Industrials and Materials are expected to grow earnings by approximately 24%, 20% and 39%, respectively, while
Energy continues to post triple-digit growth rates.

Perspectives | 2026

Juny



Perspectives | 2026

N

Asset ~/~
& Management @

Graph 1. S&P500: Earnings growth broadens beyond the Magnificent 7
Source: Bloomberg, FactSet and SAM calculations 27/08/2026
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Europe is exhibiting a similar, albeit less dramatic, pattern. STOXX 600 earnings are expected to grow by 22.4%, or
11.5% excluding Energy, with eight of ten sectors contributing positively to the expansion. This broadening matters
because earnings cycles tend to be more durable when growth is supported by multiple sources rather than a narrow
group of companies or sectors. The current environment increasingly resembles a widening profit expansion rather than
a concentrated technology trade.

Profitability trends reinforce this interpretation. Strong earnings growth has not been driven solely by revenue
expansion, but also by companies' ability to convert sales growth into profits. S&P 500 net margins are currently
tracking at 16.9%, above last quarter's 14.8%, well above the 12.9% recorded a year ago and substantially higher than
the five-year average of 12.4%. If sustained, this would represent the highest margin recorded by FactSet. Importantly,
the improvement is not confined to a small group of mega-cap companies. Even excluding Alphabet and Amazon,
aggregate margins remain close to 15.0%, which would also represent a record high. Margin expansion is becoming
increasingly widespread: eight sectors are reporting year-on-year improvement and nine are operating above their
respective five-year averages. This suggests that the current earnings recovery reflects a broader strengthening in
corporate fundamentals rather than a purely cyclical rebound in revenues.

Corporate commentary offers little evidence that these trends are losing momentum. Guidance has generally remained
constructive, while earnings revisions continue to move higher on both sides of the Atlantic. This is consistent with our
broader macroeconomic assessment. Our framework continues to point to a mid-cycle expansion environment,
supported by healthy household and corporate balance sheets, resilient consumption and ongoing investment activity.
Developed economies are operating close to potential growth, allowing expansion to continue without the demand
imbalances typically associated with overheating. At the same time, continued spending on Al infrastructure,
automation and digitalisation is providing an additional source of support for capital expenditure and future productivity
growth. The combination of supportive microeconomic and macroeconomic dynamics suggests that the current
earnings cycle retains meaningful scope for continuation.
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For investors, the key lesson from this reporting season extends beyond the headline growth rates. The investment case
is no longer solely about a handful of technology companies generating extraordinary profits. It is increasingly about the
interaction between technology leadership, broader earnings participation, improving profitability and a
macroeconomic backdrop that remains supportive of expansion. None of these ingredients, in isolation, would be
sufficient to underpin a durable earnings cycle. Together, however, they point to a more balanced and resilient
foundation for corporate profits than markets have enjoyed for several years. Ultimately, the defining characteristic of
the current earnings boom may prove to be not its magnitude, but its breadth, quality and durability.

Graph 2. S&P500 and StoxxEurope 600 margins evolution
Source: Bloomberg, FactSet and SAM calculations 27/08/2026
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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.

For institutional clients only. 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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