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Market review 
Australian equities made strong gains into the beginning of 
August, as benign June inflation data gave hope that interest 
rate hikes might be at an end.  

The RBA duly held rates steady at their meeting, however a 
more hawkish tone in its statement, coupled with July CPI 
data that came in above expectations, saw the previous 
optimism fade over the balance of the month. 

Nevertheless, the S&P/ASX 300 still finished up +1.6% for 
August. It was helped by a reporting season that overall saw 
decent results in an economy that is slowing gradually. 

In the US, the focus is on rising long-term bond yields, with the 
Treasury doubling its buyback and highlighting various other 
tools at its disposal in efforts to keep them contained.  

Fed Chair Kevin Warsh used his Jackson Hole speech to 
reestablish his inflation-fighting credentials, clearing up some 
confusion and striking a relatively hawkish tone that saw the 
market price a higher chance of rate hikes.  

The S&P 500 ended up +2.6% although, like the Australian 
market, finished down on its intra-month highs. 

Oil ended largely flat for the month (Brent crude +0.4%) while 
most other commodities caught a bid. Iron ore was up +4.8%, 
copper +3.6%, and gold gained 9.7%. 

Health Care (+18.1%) did best, helped by a broad rotation into 
a previously lagging sector and bolstered by a well-received 
result from CSL (CSL, +39.4%). ResMed (RMD, +11.2%), Pro 
Medicus (PME, +10.6%), Ramsay Health Care (RHC, 
+15.7%) also did well. Sigma Healthcare (SIG, -8.5%) and 
Sonic Healthcare (SHL, -10.4%) bucked the trend on the back 
of downgrades for FY27.  

Materials (+12.3%) also outperformed, given higher 
commodity prices and generally well-received updates, with 
strong dividends a key feature. Gains were broad-based 

across diversified and specialised miners. Among the larger 
companies, BHP (BHP) gained +9.8%, Rio Tinto (RIO) +4.3%, 
Evolution Mining (EVN) +32.0% and South32 (S32) +12.9%. 
Fortescue (FMG, -4.4%) was weaker, as the market focused 
on a pricing dispute with China Mineral Resources Group. 

Consumer Discretionary (-7.3%) underperformed on concerns 
over the prospect of higher interest rates as well as pockets of 
softer consumer spending. Wesfarmers (WES) fell -11.1%, 
Aristocrat Leisure (ALL, -5.0%) and JB Hi-Fi (JBH, -16.8%). 
Light & Wonder (LNE, +15.5%) did well on a good result. 

Real Estate (-6.4%) also fell on the prospect of higher rates, 
with broad-based weakness. Among the larger companies 
Goodman Group (GMG) fell -6.9% and Scentre Group (SCG) -
6.2%. 

 

Portfolio overview 

Investment 
strategy 

Pendal employs a bottom up, fundamental 
approach to build a diversified portfolio of 
Australian shares where the majority of 
active risk and outperformance is driven by 
stock selection. The portfolio will focus 
primarily on capital growth. 

Investment 
objective 

To deliver outperformance relative to the 
benchmark after fees over a rolling three 
year period. 

Benchmark S&P/ASX 300 (TR) Index 

Number of stocks 15 - 35 (35 as at 31 August 2026) 

Sector limits Australian Shares 60 – 98% 

Australian Property 0 - 30% 

Cash 2 - 10% 

Dividend yield 3.24%# 

Income target No target  

  

Top 10 holdings 

Code Name Weight 

BHP BHP Group Ltd 14.16% 

CBA Commonwealth Bank of Australia 7.13% 

CSL CSL Limited 5.49% 

NAB National Australia Bank Limited 5.41% 

RIO Rio Tinto Limited 4.55% 

TLS Telstra Group Limited 4.13% 

ANZ ANZ Group Holdings Limited 4.07% 

STO Santos Limited 3.86% 

EVN Evolution Mining Limited 3.39% 

QAN Qantas Airways Limited 3.35% 

Source: Pendal as at 31 August 2026. 
 

Top 5 overweights versus S&P/ASX 300 

Code Name Weight 

STO Santos Limited 2.92% 

QAN Qantas Airways Limited 2.84% 

CSL CSL Limited 2.55% 

EVN Evolution Mining Limited 2.32% 

TLS Telstra Group Limited 2.28% 

Source: Pendal as at 31 August 2026. 

Top 5 underweights versus S&P/ASX 300 

Code Name Weight 

WES Wesfarmers Limited (not held) -3.19% 

WBC Westpac Banking Corporation -2.62% 

CBA Commonwealth Bank of Australia -2.34% 

WDS Woodside Energy Group Ltd (not held) -2.18% 

WOW Woolworths Group Ltd (not held) -1.74% 

Source: Pendal as at 31 August 2026. 

   

# The Portfolio’s dividend yield represents the weighted average 12-month forward-looking dividend yield of the Portfolio’s holdings (excluding cash), as at the date of this 
factsheet. Each individual security’s dividend yield is calculated using market consensus forecast data, collated by Pendal, for dividend per share (DPS) before tax and 
franking credits, and divided by the closing market price of the security as at the date of this factsheet. The Portfolio dividend yield is therefore only an estimate and 
predictive in nature. It does not reflect the actual dividend yield of the Portfolio which will be affected by market movements in the price of the individual securities, the 
returns on other assets such as cash holdings and variances of an individual security's actual dividends from the forecasted DPS. 

  



 

2 

Performance 

 1 month 3 month 6 month 1 year 
3 year 

(p.a.) 

5 year 

(p.a.) 

10 year 

(p.a.) 

Since inception 

(p.a.)* 

Pendal Australian Shares 
Portfolio 

3.57% 5.52% 1.64% 2.54% 10.63% 7.55% 9.92% 9.55% 

S&P/ASX 300 (TR) Index 1.62% 4.40% 0.19% 4.25% 11.16% 7.59% 9.31% 8.64% 

Active return 1.95% 1.12% 1.45% -1.71% -0.53% -0.03% 0.61% 0.90% 

Source: Pendal as at 31 August 2026. 

*Since Inception – 15 June 2015. 

Performance returns track the value of a notional portfolio and are calculated pre-fee. The performance information shown may differ from the performance of 
an individual investor’s portfolio due to differences in portfolio construction or fees. Investors should contact their platform provider for applicable fee rates. 
Past performance is not a reliable indicator of future performance. 

 

 

Top 5 contributors – monthly  Top 5 detractors – monthly 

Code Name 
Value 
Added 

 
Code Name 

Value 
Added 

CSL CSL Limited 0.78%  QBE QBE Insurance Group Limited -0.24% 

EVN Evolution Mining Limited 0.51%  QAN Qantas Airways Limited -0.22% 

WES Wesfarmers Limited (not held) 0.47%  DOW Downer EDI Limited -0.18% 

NEM Newmont Corporation  0.37%  TLS Telstra Group Limited -0.17% 

WBC Westpac Banking Corporation 0.30%  NST Northern Star Resources Ltd (not held) -0.17% 

Source: Pendal as at 31 August 2026. 

Underweight positions are in italics. 
 

Source: Pendal as at 31 August 2026. 

Underweight positions are in italics. 

Top 5 contributors – 1 year  Top 5 detractors – 1 year 

Code Name 
Value 
Added 

 
Code Name 

Value 
Added 

BHP BHP Group Ltd 1.02%  XRO Xero Limited -1.85% 

RIO Rio Tinto Limited 0.79%  SEK Seek Limited -0.93% 

WES Wesfarmers Limited (not held) 0.50%  CSL CSL Limited -0.79% 

WTC Wisetech Global Ltd. (not held) 0.49%  QAN Qantas Airways Limited -0.67% 

NEM Newmont Corporation  0.46%  WOW Woolworths Group Ltd (not held) -0.48% 

Source: Pendal as at 31 August 2026. 

Underweight positions are in italics. 
 

Source: Pendal as at 31 August 2026. 

Underweight positions are in italics. 

 
 

Stock specific drivers of monthly performance relative to benchmark 

Three largest contributors 

Overweight CSL (CSL, +39.4%) 

CSL’s FY26 result was in-line with consensus after downgrading throughout the year.  Ultimately, revenue was down 1% 

and NPAT down 2% for FY26. There were some encouraging signs in the second half with immunoglobulin (IG) sales – 

its largest category – up 6%. CSL Seqirus, the vaccine business, continues to perform strongly in a somewhat challenged 

market. Group guidance for FY27 is for 5% NPAT growth. This includes a particular headwind from Vifor (its iron 

deficiency and nephrology business) - otherwise the core business would likely be growing double-digits. Commentary 

was confident on the state of the various markets in which they operate and they are no longer ceding share. Consensus 

revisions were +3-4% across the forward horizon.  The cash flow is solid and balance sheet is good, with the company 

announcing another buy-back of A$1.1B.  

Overweight Evolution Mining (EVN, +32.0%) 

EVN was helped higher by a stronger gold price and FY26 results which met consensus expectations on most measures 

and beat them on the dividend. Management noted they are getting closer to scoping out the potential for increased 

production at its Cowal, Northparkes and Ernest Henry mines. The market currently has the upper limits of production 

here as 790 thousand ounces of gold and 87 thousand tonnes of copper per annum. Development initiatives could see 

this rise as high as 900 thousand ounces of gold and 100 thousand tonnes of copper, setting up a pathway for further 

growth. 
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Underweight Wesfarmers (WES, -11.1%) 

The prospect of higher interest rates in response to sticky inflation weighed on consumer names, including WES. Its 

FY26 result was in-line with consensus, with slowing sales growth during the second half. Cashflow was weaker than 

expected due to increased working capital from higher inventory levels in retail and the chemicals business. Capex 

guidance for FY27 was also higher than expected as supply chain and store capex increases. These factors lead to 

higher-than-expected interest costs in FY27 leading to downgrades of 2%. Retail conditions remain relatively stable into 

FY27 with Bunnings trading slightly better than the 2H growth rate of 3.2% (partly from better weather conditions) and 

Kmart trading consistent with 2H26 growth of 2.6%. 

 

Three largest detractors 

Overweight QBE Insurance (QBE, -8.6%) 

QBE’s 1H insurance profit was in-line with consensus but the market had some questions over the composition, with 

better-than-expected outcomes on catastrophes and a reserve release offsetting weaker areas elsewhere. Management 

retained full year guidance and the second half should be helped by seasonal effects and higher prices earning through 

in accident & health lines. Prices generally are holding flat, with some questioning whether this could pose a risk to 

margin. QBE view’s is that they are in a strong capital position and that reserve releases will become a recurring feature. 

With a modest P/E multiple we would expect QBE to remain supported, provided the pricing cycle doesn’t fall away 

dramatically. 

Overweight Qantas (QAN, -5.3%) 

The prospect of a stalemate in the Persian Gulf and higher-for-longer oil prices and refining spreads weighed on QAN. 

Its FY26 result beat expectations by 3%, though the outcome was 17% lower than it would have been due to negative 

impacts from the Middle East conflict. Demand conditions have generally been strong, allowing QAN to mostly recover 

the higher cost of fuel into 1H27 with group unit revenues expected to be up 8-10% and a fuel bill expected to be up 38% 

or $1bn. The positive surprise was better-than-forecast unit revenue growth in International and ore detail on the path to 

better earnings on the back of its fleet renewal. QAN has retained its base dividend of $300m per half and is reducing 

capex in FY27 by almost $1bn to buffer free cashflow. There were small (~3%) downgrades to FY27 consensus 

earnings, with similar upgrades in outer years from increasing confidence in the growth of International earnings. 

Expectations are for flat earnings in FY27 versus FY26. This is around 23% lower than expectations prior to the Middle 

East conflict. 

Overweight Downer (DOW, -15.8%) 

DOW delivered a mixed FY26 result with revenue missing by 3% and NPATA beating by 2%. Contract timing issues 

have meant that guidance for 1H27 for softer revenue and margins year-on-year saw the market express some caution 

around the company’s outlook.  Management have executed well on a turnaround over the last three years, in our view, 

divesting underperforming segments and improving margins and capital efficiency. We see scope for growth from here, 

with FY27 reflecting a higher investment year as they drive the business towards FY30 ambition targets for 4-5% 

revenue CAGR and margins expanding from 5.1% to 6%. Management have a good track record of execution and at 

current valuations we see asymmetric risk to the upside. 

 

Performance and outlook 

The Pendal Australian Shares Model beat its benchmark in August. It was helped by supportive trends and well -received 

results at a number of portfolio companies, including Evolution Mining, CSL, BHP, Light & Wonder and Rio Tinto. A 

rotation back to software stocks helped the positions in Xero and Technology One. Elsewhere bank updates highlighted 

growing competitive pressures on margins and the underweight here helped, as did not owning stocks seen as at threat 

of higher rates and slowing consumer spending such as Wesfarmers, JB Hi-Fi and Scentre Group. 

Concern over a prolonged period of higher oil prices and refining spreads weighed on Qantas, although there was some 

offset from the position in Santos. Elsewhere positions in QBE Insurance, Downer and Telstra detracted. While all met 

expectations in their results some market concerns around the outlook weighed on stock prices. 

The US market remains in good technical shape, having broken to new highs with good breadth and not too heavily 

overbought. At a sector level we are seeing much more constructive trends in the healthcare sector, while financials and 

tech both have strong breadth.  

So the path of least resistance seems higher, however with earnings season complete - and a seasonally weaker part of 

the year - we may be set for a phase of consolidation. All this is subject to the economy and rates. 

It looks increasingly likely we will have a standoff in the Iran-US conflict through to the US mid-term congressional 

elections. Iran appears to believe it has bargaining strength and is pushing for some form of toll on the Strait of Hormuz, 

reparations for war damage, and to punt the nuclear issue to a later date.  
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For its part the US is unprepared to capitulate to those terms and believes so long as oil is in the US$80-90 range - 

relying on the Strait being somewhat porous for flows - it will not be a material election issue. Sustaining oil at current 

levels, alongside questions over its missile capability, mean the US is unlikely to launch a major new campaign against 

Iran - leaving a stalemate.  

There are many implications of this at both a macro and micro-economic level, however the feed-through to Australian 

domestic inflation is a key one.  

Reporting season highlighted that many companies are feeling the pinch of higher input costs and are looking to pass 

this on to consumers where they can. This is not helpful on the inflation front and, in combination with an economy which 

remains in reasonable shape, raises the risk of further rate hikes. 

Generally speaking and with some exceptions, reporting season painted a broad picture of corporate Australia doing a 

reasonable job of managing businesses against the backdrop of a slowing economy. There are pockets of softer 

consumer demand – notably in electronics – but generally speaking it is holding up.  

Higher input and labour costs are also making a more challenging environment; the outcome here is often dependent on 

industry structure and management quality, with some notable examples of companies managing this well.  

The resource sector is coupling stronger commodity prices with capital discipline, resulting in stronger dividends. 

Consensus expectations are for mid-single digit EPS growth for the ASX200 in FY27. While lower than the roughly 12% 

growth in FY26, the balance is expected to be better and less reliant on resources, with a step-up in earnings growth for 

industrials ex-financials. 

 

New stocks added and/or stocks sold to zero during the month 

Buy new position in ASX Ltd (ASX) 

We are adjusting the portfolio’s exposure to non-bank financials via the addition of ASX Ltd (ASX). ASX operates 

Australia’s primary securities exchange, acting as market operator, clearing house and payment systems facilitator 

across equities, fixed income, commodities and energy. 

The company has had several turbulent years, stemming ultimately from a failed attempt to replace its CHESS clearing 

and settlement system with a block-chain based alternative. The project was cancelled and written off in late 2022. In 

addition to the cost involved, it prompted ASIC to launch litigation alleging that prior statements about the project had 

been misleading.  

A market outage in December 2024 led to ASIC commissioning an independent review into the CHESS platform which 

was subsequently broadened to assess the company’s governance, capability and risk management more broadly.  

At the same time the company has had to invest in a new CHESS system. This, in combination with heightened 

regulatory costs, has seen the company’s opex and capex double over the last five years, providing an additional 

headwind. 

The net effect is that ASX has de-rated to beyond a stand deviation below its ten-year price/earnings multiple relative to 

both its own history and the broader market. 

However recent events suggest that the company may have reached a nadir and an opportunity has emerged. 

In May this year a new CEO was appointed, due to start in September. At the same time the company surprised the 

market with a large downgrade to FY27 guidance, reflecting the step-up in costs of recent years, a large part of which is 

from complying with the findings of the ASIC review made public in April.  

The downgrade prompted a further sell-down in ASX but has rebased expectations and appears to signal that the 

company is looking to repair its fractious relationship with the regulator. 

There now appears to be some clear air in this regard. ASIC has signed off on the Accelerate program, ASX’s 

transformation agenda to overhaul culture, operational resilience and risk management. The company has also made a 

settlement with ASIC over the allegations of misleading statements. This cost ASX $23.5m - considerably less than the 

bearish scenarios some feared on concerns over an antagonistic approach from the regulator. 

There remain some technology risks for ASX to navigate, such as t+1 settlement, tokenisation and perhaps modernising 

Austraclear. But the new CHESS system (and provider Tata) has been reviewed and approved. CHESS stage 1 has 

been implemented with no issues. Prior performance on outages has been assessed as in-line with global peers. There 

had been some risk of structural separation or price reviews for clearing and settlement, but the status quo was 

ultimately retained. 

This potentially provides the window for the new CEO to refocus attention on revenue growth. There are several 

opportunities here. Fixed income activity remains buoyant, breaking through pre-COVID levels and defying consensus 

expectations for a moderation. Clearing and settlement has potential to be repriced, following the implementation of a 

new pricing model, which provides for a return on CHESS investments.  
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Perhaps the biggest opportunity is in revenue for data services to market participants, which have become the dominant 

driver of global exchange earnings. ASX believes it has done a reasonable job extracting data revenues in equities but 

acknowledges latent opportunity in fixed income. As an example, in the US Intercontinental Exchange makes ten times 

the revenue from fixed income data as it does from fixed income trading. 

There is a risk of emerging competition. However our research indicates that ASX pricing is generally in line to below the 

market average. For example across equity trading, clearing and settlement, it charges an aggregate 1bp versus other 

integrated exchanges charging 2-10bp. This puts some context around the competitive threat, particularly since Australia 

is a relatively small market. 

The market will also be looking for the new CEO to help confirm the re-set in ASX’s approach and the growth 

opportunities. There is some risk here, though we note that they bring almost three decades of experience in offshore 

market infrastructure. 

The upshot is that the combination of a historically depressed multiple, seeming resolution of key regulatory issues, 

rebased earnings expectations and meaningful opportunities for revenue growth offers an opportunity with risks skewed 

to the upside, in our view.  

We hold ASX, along with Challenger, Medibank Private and QBE Insurance as a balance to our underweight in the 

banks. We see the non-bank financials as offering better structural tailwinds than the banks, while we are more cautious 

on the latter given extended valuations in an environment of increased economic headwinds. 
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This factsheet has been prepared by Pendal Institutional Limited ABN 17 126 390 627, AFSL 316455 (Pendal) and the information contained within 
is current as at the date of this factsheet. It is not to be published, or otherwise made available to any person other than the party to whom it is 
provided. 

This factsheet relates to the Pendal Australian Shares Portfolio, a notional portfolio of assets constructed and managed by Pendal (the Portfolio). 
Descriptions relating to the investment strategy, investment process and approach of the Pendal Australian Shares Portfolio are in respect of the 
notional portfolio and references to “Portfolio” are to the notional portfolio.   

Performance figures are shown gross of fees and are calculated by tracking the value of the notional portfolio. Past performance is not a reliable 
indicator of future performance. 

The portfolio composition for any individual investor may vary and the performance information shown may differ from the performance of an 
individual investor’s portfolio. This may occur due to factors such as differences in the buy and sell spreads of investments compared to the notional 
portfolio, fees, income elections and any personal investment preferences of the investor which may result in portfolio composition differences 
between the investor’s portfolio and the notional portfolio. 

Any projections contained in this factsheet are predictive and should not be relied upon when making an investment decision or recommendation.  
Whilst we have used every effort to ensure that the assumptions on which the projections are based are reasonable, the projections may be based 
on incorrect assumptions or may take into account known or unknown risks or uncertainties. The actual results may, therefore, differ materially from 
these projections. 

This factsheet is for general information purposes only, should not be considered as a comprehensive statement on any matter and should not be 
relied upon as such. It has been prepared without taking into account any recipient’s personal objectives, financial situation or needs. Because of 
this, recipients should, before acting on this information, consider its appropriateness having regard to their or their clients’ individual objectives, 
financial situation and needs. This information is not to be regarded as a securities recommendation.  

The information in this factsheet may contain material provided by third parties, is given in good faith and has been derived from sources believed 
to be accurate as at its issue date. While such material is published with necessary permission, and while all reasonable care has been taken to 
ensure that the information in this factsheet is complete and correct, to the maximum extent permitted by law neither Pendal nor any company in 
the Perpetual group accepts any responsibility or liability for the accuracy or completeness of this information. 

For more information contact your  
key account manager or visit pendalgroup.com 


