
MANAGER MINUTES 

EARNINGS TRENDS CONTINUE TO SUPPORT GROWTH STOCKS 
 

It's fair to say that 2024 was another year of positive returns for stocks, particularly for growth stocks. You can see that with the 
better than 20% return for the S&P 500 and a better than 30% return for the Russell 1000 Growth Index. And it's worth remembering 
this all came against the backdrop of the U.S. economy that saw continued resiliency, the key pillars of employment, consumption 
and corporate profits growth.  

At the same time, we continue to see moderating trends and inflation. And that was obviously accompanied by several cuts in the 
federal funds rate as we move through the balance of the year. The trends in corporate profits growth were always a key focus. 

The focus is on innovation, high returns on invested capital, large addressable markets, and leading competitive positions. Our focus 
is on above-average profits growth today. That growth comes from technology, communication services, the consumer broadly 
defined, and health care. You may ask the question, is that fairly typical? And indeed, over our very long history, these have tended 
to be the areas where we have found the greatest set of opportunities that meet those criteria. 

One of the things that many people have probably seen and has been talked about quite a bit, particularly in the last three months, is 
the launch of agentic AI, which is basically using agents that are embedded in software to help them deflect customer service calls or 
indeed write software. And it's probably those opportunities that, as we look forward, may be are the most exciting and perhaps 
lesser value from a public market recognition standpoint the opportunity to monetise AI going forward. These AIs sort of just move 
from just the technology focus into other industries, including health care, financial services, various other industries. We're still in the 
very early stages of that from a monetisation standpoint. So we're interested in it, we're enthusiastic about it. 

This trend in corporate profits growth has been the one constant really throughout the environment that we've lived through over the 
last couple of years, albeit with periods of higher inflation now, somewhat lower inflationary trends, but strong underlying corporate 
profits growth has been a recurring theme for a number of years now. We’re expecting another year of continued strong growth.  

 

 

References to specific securities and their issuers are for illustrative purposes only and are not intended and should not be interpreted as recommendations to 
purchase or sell such securities. The securities referenced may or may not be held in the portfolio at the time of publication and, if such securities are held, no 
representation is being made that such securities will continue to be held. 
  
The views expressed herein are those of PGIM investment professionals at the time the comments were made, may not be reflective of their current opinions, and 
are subject to change without notice. Neither the information contained herein nor any opinion expressed shall be construed to constitute investment advice or an 
offer to sell or a solicitation to buy any securities mentioned herein. Neither PFI, its affiliates, nor their licensed sales professionals render tax or legal advice. Clients 
should consult with their attorney, accountant, and/or tax professional for advice concerning their particular situation. Certain information in this commentary has 
been obtained from sources believed to be reliable as of the date presented; however, we cannot guarantee the accuracy of such information, assure its 
completeness, or warrant such information will not be changed. The information contained herein is current as of the date of issuance (or such earlier date as 
referenced herein) and is subject to change without notice. The manager has no obligation to update any or all such information; nor do we make any express or 
implied warranties or representations as to the completeness or accuracy. 
  
Any projections or forecasts presented herein are subject to change without notice. Actual data will vary and may not be reflected here. Projections and forecasts 
are subject to high levels of uncertainty. Accordingly, any projections or forecasts should be viewed as merely representative of a broad range of possible 
outcomes. Projections or forecasts are estimated based on assumptions, subject to significant revision, and may change materially as economic and market 
conditions change. 
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