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Net Profitability by Standard & Poor's Composite of 3-Year Rolling Returns
S&P's Composite yields better than 0.97% for 10 of the 11 SPX sectors. After

working its way through the worst bear market of the past century, the
Standard & Poor's (S&P) 500 Index (INDEX: ^GSPC) index is now in its best

three-year period since the early 1990s. It is expected that a positive earnings-
per-share (EPS) surprise is due to arrive for the first quarter of 2011. Given the

necessity to play the market into a more positive perspective, the S&P 500
(INDEX: ^GSPC) may be better suited to cruise on earnings-per-share surprise

for the remainder of 2011 than to continue its post-recession, 10-year-plus
climb as the market has since tried to crawl out of its bear market slump.

Establishing a business's market value is done with the help of the S&P 500's
price/earnings (PE) ratio. By dividing the latest year's earnings by the stock's

share price, the market's current PE is found. Because earnings and share
price move differently over time, the three-year trend is taken into account to
determine a company's prospective discounted future earnings. The S&P 500
is rolling its earnings out over a three-year period because it is confident that
whatever is produced in the next three years will be relevant to the markets'

current valuation. This may be the reasoning behind the Index's move from the
more volatile first to the third quarter of 2010, from the second to the fourth

quarter, and now to the first quarter of 2011. As a result of this rolling cycle, it
will be harder to pin down a reasonable value for the stocks. Since the

investment strategy here is to be aggressive and acquire shares of a company
that is earning money, the peformance of the S&P 500's 11 sectors during the

past three years should be put in perspective. Although earnings
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