
 
 
 
 
 
 
 
 

Earnings Guidance Gets a Makeover  
from First Quarter 2009 by Randy Myers 

Sixty-four percent of corporations responding to a survey by the National 
Investor Relations Institute (NIRI) provided earnings guidance to analysts and 
investors in 2008, up from 51% in 2007. But that trend could already be 
reversing, thanks to the wobbly economy. “I think you’re going to see a lot of 
companies changing their practice in this area, simply because they don’t have 
the visibility into their [future] results they once had,” says NIRI director Beth 
Saunders, head of the capital-markets practice at FD, a Chicago business-
communications firm. “If they don’t have confidence in their numbers, they’re 
probably not going to give them out.” 

One example: General Electric. The conglomerate announced in December 
that it would stop providing quarterly or annual earnings guidance. “This is the 
right decision for our long-term investors, particularly in this volatile 
environment,” says Russell Wilkerson, GE’s director of financial 
communications. “We believe quarterly guidance has contributed to 
unnecessary volatility in our stock price.” He emphasizes that the decision “will 
not change the way we run the company with quarterly rigor and intensity, but it 
will support our execution on long-term earnings-growth strategy.” 

Still, for now most companies do give guidance—and some even return to 
doing so. Steelmakers Nucor Corp. and Steel Dynamics Inc. refrained from 
providing their usual fourth-quarter earnings guidance during October 
conference calls with analysts, but both resumed the practice two months later. 

Ultimately technology rather than the economy may put an end to issuing 
earnings guidance, a practice critics say places the emphasis on short-term 
performance rather than a fuller picture of what a company is up to. “I’m 
thinking that in five years the transparency in information and reporting will be 
such that companies may no longer need to give guidance to the extent they 
are now,” says NIRI member Jeff Luth, head of the investor-relations practice at 
Impress Public Relations Inc. in Phoenix, Arizona. Even some analysts are 
looking forward to that day. The CFA Institute surveyed its chartered-financial-
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analyst members and found that instead of quarterly forecasts, they would 
prefer long-term, as-needed guidance. The respondents rated nonfinancial 
guidance as the most helpful. 

GE is providing investors with what Wilkerson calls “a full-year operating 
framework with detail in the industrial and financial businesses.” In December, 
the company disclosed that in 2009 it plans to shrink its GE Capital financial-
services subsidiary, maintain a $1.24-per-share dividend, and build margins in 
its industrial operations, among other things. 

 


