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Q2 2021 Earnings Season Update
What is Driving the Market this Season?

(1) Includes: Apple, Alphabet, Facebook, Microsoft and Amazon

(2) Per FactSet 

(3) As of August 13, 2021

Source: CapitalIQ

Q2 2021 Earnings Roundup – Market Commentary and Insights

• EPS and revenue have surpassed analyst expectations with 85.7% 

of companies beating their revenue estimates, up from 73.6% in 

Q2 2019

− 79.8% of S&P 500 companies have reported Q2 2021 results

− 96.8% of Technology companies have beat EPS estimates

− The Big Five Tech firms generated $842 million in total daily 

profit(1)

− S&P 500 profit margins are at the highest level since the 

metric was initially tracked in 2008(2)

• Easy monetary policy has reduced the costs of capital, 

perpetuating equity valuations and creating positive feedbacks 

incentivizing equity issuance 

− Over $225 billion in R&D and CapEx spending across the S&P 

500 Technology companies in the past 12 months

− New premium levels are being achieved for M&A transactions 

deemed to be high quality and/or transformative acquisitions

• Although volatility spiked at the beginning of COVID, it has since 

returned to pre-pandemic levels, creating a window of stability for 

capital markets

− Record YTD IPO and SPAC issuances of 1,307 and 420, 

respectively 

S&P Companies Consistently Outperform Revenue Estimates

Volatility Tapers Post-COVID Amid Relative Market Stability(3)

CBOE Volatility Index (^VIX)

Technology Beat %

S&P 500 Beat %

S&P 500 Missed %

S&P 500 Met %

73.6% 75.1%
69.5%

65.8%

82.3%
84.0%

76.8%
85.4% 85.7%81.8%

93.0%
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…Demonstrated in Record Positive EPS Surprises(3)

Company

Revenue

Q2 2021

($ in billions)
YoY % Change Surprise %

$81.4 36.4% 11.0%

$61.9 61.6% 10.4%

$29.7 55.6% 4.3%

$46.2 21.3% 4.2%

$113.1 27.2% 1.7%

Total $332.3 40.4% 5.6%

Robust Economic Expansion(1)…

(1) Annualized Brave-Butters-Kelley Real Gross Domestic Product, annualized percent change from preceding period, monthly

(2) Average EBITDA Margins across all S&P 500 constituents by quarter as of August 13, 2021

(3) Based on 399 constituents of S&P 500 that had reported CY Q2 2021 financials as of August 13, 2021

Sources: CapitalIQ, FRED, Trading Economics, FactSet

…Driving Revenue Performance at Scale…

Earnings and Growth Booming Amid Recovery
S&P 500 Companies Continue to Exceed Already-Elevated Performance 

Expectations Despite a Growing Inflation Debate

…Contributing to Strong Operating Performance(2)…

Beat Expectations – 85.4%

Below Expectations – 13.3%

Even with Expectations – 0.3%

Federal Reserve Economic Data – U.S. Real Gross Domestic Product

S&P 500 EBITDA Margins by Quarter

U.S. Real GDP (Annualized growth rate)

97.7% of S&P 500 

tech companies beat 

EPS expectations for 

Q2 2021(2)

4.1%

-70.6%

48.8%

6.0%

28.1%

26.6%

25.3%25.1%

19.0%

25.2%25.5%

27.0%
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Performance has Unlocked Spending
Technology Sector Investment and Spending Significantly Increasing

Unprecedented Technology Sector Market Performance…(1)

(1) Select relevant sector’s market cap-weighted performance from July 1, 2019 – August 13, 2021

(2) Total R&D Expense and CapEx Spend by quarter for S&P 500 Information Technology sector constituents as of August 13, 2021

(3) Weighted average % of total transaction value, excluding transactions valued over $20 billion, divided by LTM EBITDA

Source: CapitalIQ

Note: $ in millions

S&P 500

Communication Services

Financials

Information Technology

R&D Expense – 10.2% YoY Expansion

CapEx Spend – 15.4% YoY Expansion

…is Driving Focused Reinvestment to Change Corporate Trajectories, Building Long-term Growth Potential

Total R&D Expense = $129.8B

Total CapEx Spend = $73.8B

Total R&D Expense = $143.1B

Total CapEx Spend = $85.2B

S&P 500 Technology R&D and CapEx Investment(2) S&P 500 Technology Acquisition Spend as % of EBITDA(3)

Weighted Average Transaction 

Value / EBITDA = 12.0%

Weighted Average Transaction 

Value / EBITDA = 24.1%

41.3%

6.9%

19.0%

1.8%

18.5%

33.9%

20.5%

26.8%

49.5%

90.3%

44.1%

125.6%

Q3 2019 Q4 2019 Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021 Q2 2021 Q3 2021

$37.9 
$35.5 $36.1 

$33.6 $33.2 $32.6 $33.1 
$31.3 

$22.5 $21.6 $21.8 
$19.4 $18.2 $17.8 $18.8 $19.4 
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Company(1) Software Sub-Sector(2)
EV / Revenue Q2 2021 Surprise % % Price Change % of 52 

Week High2021E 2022E Revenue(3) EPS(3) YTD(4) Announced(5)

Top Five Performers

Commerce & Supply Chain 41.49x 31.10x 6.6% 133.3% 36.0% 27.2% 93.2%

Human Resources & Labor 4.82x 4.35x 27.8% 92.6% 14.6% 11.9% 91.2%

Payments 3.63x 3.22x 6.8% 72.8% 39.3% 4.5% 94.6%

Industrial & Manufacturing 2.25x 2.11x 1.7% 66.7% 23.6% 5.7% 91.1%

Communication & Collaboration 24.08x 20.51x 8.5% 64.3% 7.3% 28.6% 97.6%

Average 15.25x 12.26x 10.3% 85.9% 24.2% 13.3% 93.5%

Bottom Five Performers

Marketing & Advertising 5.68x 4.23x 4.3% 49.5% 0.7% 3.3% 92.8%

Payments 2.40x 2.04x 5.0% 18.5% 5.4% 3.7% 81.5%

Verticalized Platforms 5.96x 5.29x 5.9% 17.8% 1.7% 2.1% 69.6%

CROs & Life Sciences Services 2.99x 2.81x 1.6% 0.5% 24.7% 8.9% 98.3%

Global Diversified 2.47x 2.43x 2.4% 1.7% 15.7% 2.5% 92.8%

Average 3.46x 3.36x 1.5% 16.7% 6.5% 2.3% 87.0%

Software & Technology Market Performance
Top and Bottom Five Q2 2021 EPS Performances

(1) Top 5 and Bottom 5 performers selected based on Q2 2021 EPS Surprise

(2) Per MPG-coverage Software Subsectors outlined in MPG’s Software & Technology Public Market Update

(3) Q2 2021 analyst consensus estimates compared to Q2 2021 actual results

(4) YTD through July 29th, 2021

(5) Stock price as of July 29th close relative to date of Q2 2021 earnings announcement

Source: CapitalIQ
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Strategic Sale

Jon Adler

Managing Director

Email | LinkedIn

Michael Magruder

Managing Director

Email | LinkedIn

Right People, Right Narrative, Right Time

Rohan Khanna

Managing Director

Email | LinkedIn

Jeff Herriman

Managing Director

Email | LinkedIn

Drew Ogden

Managing Director

Email | LinkedIn

Ralph Verrilli

Managing Director

Email | LinkedIn

Strategic Sale

RecapitalizationStrategic Sale

Leaders in the technology economy trust our commentary, analysis, and advice when it 

comes to their most critical operational, financial, and strategic decisions 

$30+
Billion in 

Deal Value

+$25m
Average 

Client ARR(1)

+30%
Repeat 

Clients (2)

+20
Dedicated

Team Members

~60%
Founder

Owned Clients

200+
Completed 

Transactions

Select Transactions

Recapitalization

Strategic Technology Investment Banking
Superior Advice on M&A and Capital Raising Transactions

(1) Average of recent sell-side and private placement transactions completed since January 1, 2019

(2) Calculated as total clients divided by clients completing more than one transaction with MPG over client relationship

Christian Vansant

Managing Director

Email | LinkedIn

Strategic Sale Strategic Sale

Strategic Sale

Recapitalization

mailto:jadler@madisonparkgrp.com
https://www.linkedin.com/in/jonathan-adler-7107b34/
mailto:mmagruder@madisonparkgrp.com
https://www.linkedin.com/in/mmmagruder/
mailto:rkhanna@madisonparkgrp.com
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mailto:jherriman@madisonparkgrp.com
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mailto:rdogden@madisonparkgrp.com
https://www.linkedin.com/in/rdrewogden/
mailto:rverrilli@madisonparkgrp.com
https://www.linkedin.com/in/ralphverrilli/
mailto:cvansant@madisonparkgrp.com
https://www.linkedin.com/in/christianvansant/
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This presentation has been prepared by Madison Park Group and may only be used for informational purposes. This presentation provides an overview of select public

companies and is not intended to be taken by, and should not be taken by, any individual recipient as investment advice, a recommendation to buy, hold or sell any

security, or an offer to sell or a solicitation of offers to purchase any security. Past performance may not be indicative of future results. Different types of investments involve

varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product made reference to directly or

indirectly in this document, will be profitable, equal any corresponding indicated historical performance level(s), or be suitable for your portfolio. Acceptance of this

information further constitutes your acknowledgement and agreement that Madison Park Group does not make any express or implied representation or warranty as to the

accuracy or completeness of the information contained herein and shall have no liability to the recipient or its representatives relating to or arising from the use of the

information contained herein or any omissions therefrom. Any use, disclosure, distribution, dissemination, copying or reproduction of this information without prior written

consent or approval from Madison Park Group is strictly prohibited. Any third-party trademarks, service marks, logos, and trade names included in the report are property of

their respective owners.

Madison Park Group, LLC provides independent financial advice on mergers, acquisitions, financial restructurings, private capital raising and similar corporate finance

matters. Madison Park Group is not a retail broker-dealer. This communication is not intended for retail consumption. The firm does not conduct underwriting activities,

provide research or analyst reports or solicit or carry accounts for, or offer or sell securities products to retail customers. Madison Park Group is regulated by the Financial

Industry Regulatory Authority, Inc. (”FINRA”) as a FINRA Member Firm. The information and services provided in this presentation are not provided to and may not be used

by any person or entity in any jurisdiction where the provision or use thereof would be contrary to applicable laws, rules or regulations of any governmental authority or

regulatory or self-regulatory organization or where Madison Park Group is not authorized to provide such information or services.

Madison Park Group, LLC

3 Park Avenue, 31st Floor

New York, NY 10016

101 Federal Street, Suite 1900

Boston, MA 02110

www.madisonparkgrp.com
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