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5% delineates healthy from unhealthy S&P EPS growth and 
supports an 18 PE 

Our 1 year target of 18x trailing S&P EPS uses a 5.5% real and 7.5% nominal CoE. EPS 
is retained, so real EPS g must = real CoE - div yld to justify PE = 1/real CoE. 

[Figure 40: S&P fair valuation & real CoE by sector 
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[Figure 41: S&P Trailing PE vs implied equity risk premium 
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