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Overview Sentiment is fading fast.  Across our universe, 42% of companies are seeing raised estimates, 
down from 62% in July. The average estimate revision across our universe is a raise of +2%, down 
from +4% in early August. Of our 19 industry groups, 84% are seeing raised estimates. 

Extremes Analyst consensus is too uniformly bullish on Coal, Steel and Airlines.  Analysts’ views are very 
depressed for AgriChemical, Electronics Production, Paper, Autos, Discount Stores, Internet Retail, 
Electronic Equipment, Managed Care, Medical Services and Services to the Health Industry. 

Turning 
Points 

Many more groups show declining trends than rising ones.  Importantly, the average company 
across all sectors shows a downward inflection in estimates although estimates are still rising.  
Energy, Process Industries, Transportation, Consumer Durables and Consumer Services estimates 
are all rolling over. 

 

  Strongest Trends Weakest Trends 

Sectors 

Energy Minerals (12.4%/7.0%), Transportation 
(8.0%/9.1%) and Communications (6.0%/1.0%). 

Health Services (-2.7%/1.5%), Health 
Technology (-1.7%/8.8%) and Commercial 
Services (-1.4%/1.5%). 

Industries 

Department Stores (37.1%/7.8%), Airlines 
(34.7%/3.5%), Electronics/Appliances (20.8%/ 
-1.3%) and Maj Telecom (16.4%/-4.7%). 

Aluminum (-15.1%/0.6%), Motor Vehicles  
(-13.8%/ -2.6%), Electronic Production (-9.7%/ 
2.2%) and Electronic Equipment & Instruments 
 (-9.5%/1.8%). 

 
  

  
Stocks lagging Estimates 
(potential opportunity) 

Stocks leading Estimates  
(potential downside risk) 

Sectors 

Consumer Durables (4.2%/-1.2%), Energy 
(12.4%/7.0%), Comm (6.0%/1.0%), Retail 
(5.5%/0.7%) 

Health Tech (-1.7%/8.8%), Health Services ( 
-2.7%/1.5%), Tech Services (0.8%/5.0%), 
Utilities (0.9%/4.0%) 

Industries 

Airlines (34.7%/3.5%),  Department Stores 
(37.1%/7.8%),  Electronics/Appliances (20.8%/ 
-1.3%) and  Major Telecom (16.4%/-4.7%). 

Biotech (-4.9%/12.0%),  Marine Shipping (-0.1%/ 
16.8%),  Aluminum (-15.1%/0.6%) and  Pharma: 
Major (-3.2%/12.1%). 

 
key:  (xxx%/yyy% = estimate change / stock price change) 
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key:  (xxx%/yyy% = estimate change / stock price change) 
 

 
  

 
This table highlights the 

widest divergences 
between stock 

performance and 
estimate revisions at the 

industry level. 
 

This serves as a warning 
sign of industries that 

are ahead of themselves 
or where stock prices 

don't reflect improving 
fundamentals. 
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Methodology: 
 
Sector  Charts 

 
Market / Sector Bar Charts 

 

• Sector Bar Charts highlight where the cuts and raises are 
concentrated.  The leftmost two charts show the 
percentage of revisions that are raises vs. the percentage 
that are cuts.  (One chart each for gross and net 
percentages).  

• The third chart shows the percentage increase or decrease 
in the mean estimate for the sector. 

• The fourth bar chart shows the equal weighted price 
change for the stocks in that group.   

• Any divergence between price movement and estimate 
changes bears further investigation. 

 
 
 
Sector / Industry Scatter Charts 

  

• This shows the relationship between estimate 
changes and stock prices. 

• Of particular interest are sectors/industries that 
are outrunning estimate changes (implying 
multiple expansion) and those moving less than 
estimate changes would imply.   

 
 
 
 

 
 
 
 
Sector / Industry Stock Tables 
  

• This lists the stocks showing the largest estimate raises and 
largest cuts for each sector and/or industry together with the % 
change in estimates over the past 60 days. 

• AFFO is used for REITs. 
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Stock Charts 

 
 

Stock selection criteria 
 

• Based on stocks showing the biggest percentage change in 
next twelve months forecast EPS over the past 60 days. 

• EPS is adjusted for year rollover by using a time-weighted 
average of FY1 and FY2 EPS.  (AFFO is used for REITs.) 

• Stocks shown are limited to those with market caps above 
$750mn, tradable volume and at least 4 current estimates. 

 
 
 
Data/charts shown 
 

• The charts are “scale-less”, meaning only the stock price has a 
meaningful chart value (shown on the right axis). 

• "Breadth" shows the percent of analysts increasing estimates 
minus the percentage decreasing estimates over the past 45 
days.  The total is accumulated to create the time series. 

 
 
Interpretation 
 

• If the Breadth line is rising, more analysts are raising estimates 
than cutting them. 

• When the Breadth line changes direction, it means the analyst community has had a net change in sentiment. 

• Divergences between the direction of estimates and the net raises/cuts of estimates are interesting: 
o If net raises/cuts is rising but the estimate trend is negative, it means bullish outlier analysts are 

increasingly alone in their views, 
o Often, the analyst community will begin making timid cuts that move the breadth line before affecting the 

mean EPS estimate itself. 
 
  

mailto:info@tworiversanalytics.com
https://twitter.com/TwoRiversAnalyt


 
 
.  
 

 

 Two Rivers Analytics.               P a g e  | 32 
Copyright 2021 – Two Rivers Analytics, Inc.   All rights reserved. Federal copyright law makes it illegal to reproduce this report by any means for any purpose without our 
express written permission. Copyright infringement carries a statutory fine of up to $100,000 per violation. No responsibility assumed for the use of this material and no 
express or implied warranties or guarantees made. Facts, opinions and advice are subject to error and change without notice. Persons involved with the content of these 
reports may have positions in these securities. 

 

Absolute Returns for Uncertain Markets™ 

TwoRiversAnalytics.com  
@TwoRiversAnalyt 

T:  845.918.1996 

 
 

About Two Rivers Analytics 
 
Two Rivers is dedicated to providing actionable, high quality investment ideas, with an emphasis on short ideas, to 
institutional investors. 
 
Our work uses a hybrid quantitative/qualitative process to identify companies at high risk of a declining equity price.  Our 
quantitative screening process identifies multiple categories of risk to create this Stock at Risk ranking.  The ranking is 
vetted further through a timing/catalyst analysis and a shortability assessment.  The best short ideas are analyzed 
fundamentally and presented to clients.  The Stock at Risk ranking is also the basis for our Long/Short model portfolio. 
 
For more information, including our process, influences and biographies, please visit TwoRiversAnalytics.com.   
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