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Market review 
June was eventful. A preliminary peace deal between the US 
and Iran did not end the bluster between the two sides – nor 
lead to a total end to hostile actions. Nevertheless, there was 
enough progress towards resumed traffic through the Strait of 
Hormuz to see oil prices fall materially. 

The tech space was volatile as investors increasingly 
questioned how long the AI trade could be sustained. Some 
see a spate of capital raising from Anthropic, Open AI and 
SpaceX – the latter in the largest IPO in history – as a warning 
sign. 

The US Federal Reserve kept rates on hold in the first 
meeting under new Chair Kevin Warsh. The degree of 
signalling is being deliberating scaled back, but there was 
enough for the market to see a more hawkish stance given 
inflationary pressures. 

The Reserve Bank of Australia likewise held rates steady. Its 
statements noted that consumer spending is slowing and 
house prices falling. However labour markets remain tight and 
it still sees current headline and underlying inflation as too 
high. 

S&P/ASX 300 returned 0.6% for June, outperforming the -
1.1% fall in the S&P 500. 

Commodities were generally weaker. Brent crude fell -20.8% 
to US$72.90 a barrel on the prospect of resumption in supply 
from the Persian Gulf.  Iron ore slid -6.3%, aluminium -15.8% 
and copper -2.6%. Gold was down -11.7% as the market saw 
a greater chance of rate hikes in the US. 

Sector performance largely reflected a reversal of 2026’s 
prevailing themes – a rotation out of energy and materials into 
consumer staples and health care. 

Consumer Staples (+12.5%) benefited from this rotation into 
defensives. Gains were largely broad-based. Among the 
larger index-weights Woolworths (WOW) gained 13.6%, Coles 
(COL) +12.2%, Endeavour (EDV) +12.9% and A2 Milk (A2M) 
+39.3%. 

Health Care (+12.5%) also saw gains across most of the 
board. CSL (CSL, +18.8%) enjoyed a partial rebound from a 
weaker May. Sonic Healthcare (SHL, +6.6%) and Pro Medicus 
(PME, +53.8%) also rose, while ResMed (RMD, +0.5%) was 
more muted. 

Energy (-9.0%) fell on improved sentiment towards supply. 
Woodside Energy (WDS) and Santos (STO) were down -8.0% 
and -7.7% respectively among the larger caps. The fuel 
refiners/retailers, coal miners and uranium producers were all 
down for the month. 

Materials (-6.8%) also came under pressure from falling 
commodity prices, having been one of the stronger sectors for 
most of the year. BHP (BHP) was off -4.7%, Rio Tinto (RIO) -
7.1% and Fortescue (FMG) -14.2%. Non-miners within the 
sector such as Amcor (AMC, +13.9%) and Orica (ORI, +3.5%) 
fared better. 

 

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 30 June 2026) 

Sector limits Australian Shares 60 – 98% 

Australian Property 0 - 30% 

Cash 2 - 10% 

Dividend yield 3.49%# 

Income target No target  

  

Top 10 holdings 

Code Name Weight 

BHP BHP Group Ltd 13.42% 

CBA Commonwealth Bank of Australia 7.54% 

NAB National Australia Bank Limited 5.60% 

RIO Rio Tinto Limited 4.75% 

TLS Telstra Group Limited 4.54% 

CSL CSL Limited 4.02% 

QBE QBE Insurance Group Limited 4.00% 

QAN Qantas Airways Limited 3.99% 

ANZ ANZ Group Holdings Limited 3.85% 

GMG Goodman Group 3.67% 

Source: Pendal as at 30 June 2026. 
 

Top 5 overweights versus S&P/ASX 300 

Code Name Weight 

QAN Qantas Airways Limited 3.40% 

STO Santos Limited 2.76% 

QBE QBE Insurance Group Limited 2.63% 

TLS Telstra Group Limited 2.47% 

BHP BHP Group Ltd 2.42% 

Source: Pendal as at 30 June 2026. 

Top 5 underweights versus S&P/ASX 300 

Code Name Weight 

WES Wesfarmers Limited (not held) -3.74% 

WBC Westpac Banking Corporation -2.70% 

CBA Commonwealth Bank of Australia -2.49% 

WDS Woodside Energy Group Ltd (not held) -1.95% 

WOW Woolworths Group Ltd (not held) -1.78% 

Source: Pendal as at 30 June 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. 
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Performance 

 1 month 3 month 6 month 1 year 3 year (p.a.) 5 year (p.a.) 
Since inception 

(p.a.)* 

Pendal Australian Shares Portfolio -0.17% 4.68% 1.49% 1.10% 9.18% 6.91% 9.15% 

S&P/ASX 300 (TR) Index 0.60% 4.14% 2.02% 6.16% 10.56% 7.58% 8.42% 

Active return -0.77% 0.53% -0.53% -5.05% -1.38% -0.68% 0.74% 

Source: Pendal as at 30 June 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 

QAN Qantas Airways Limited 0.36%  WES Wesfarmers Limited (not held) -0.42% 

CSL CSL Limited 0.30%  STO Santos Limited -0.25% 

ALL Aristocrat Leisure Limited 0.29%  S32 South32 Ltd. -0.23% 

QBE QBE Insurance Group Limited 0.25%  WOW Woolworths Group Ltd (not held) -0.20% 

FMG Fortescue Ltd (not held) 0.20%  RIO Rio Tinto Limited -0.20% 

Source: Pendal as at 30 June 2026. 

Underweight positions are in italics. 
 

Source: Pendal as at 30 June 2026. 

Underweight positions are in italics. 

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

Code Name 
Value 
Added 

 
Code Name 

Value 
Added 

MIN Mineral Resources Limited 1.00%  XRO Xero Limited -2.58% 

BHP BHP Group Ltd 0.91%  CSL CSL Limited -2.24% 

RIO Rio Tinto Limited 0.83%  SEK Seek Limited -0.90% 

WTC Wisetech Global Ltd. (not held) 0.63%  TNE Technology One Limited -0.71% 

COH Cochlear Limited (not held) 0.46%  EVN Evolution Mining Limited -0.52% 

Source: Pendal as at 30 June 2026. 

Underweight positions are in italics. 
 

Source: Pendal as at 30 June 2026. 

Underweight positions are in italics. 

 
 

Stock specific drivers of monthly performance relative to benchmark 

Three largest contributors 

Overweight Qantas (QAN, +12.5%) 

QAN gained on signs of progress towards a reopening of the Strait of Hormuz and the associated fall in oil prices, which 

is expected to feed through to less pressure on fuel costs. It also delivered an update on Project Sunrise – its plan to 

expand into long-haul routes between Sydney and London from October 2027 and eventually Sydney to New York. 

Management is guiding towards an additional $400m EBIT and the provision of more detail here was generally well 

received. 

Overweight CSL (CSL, +18.8%) 

CSL benefited from a rotation towards the year’s previous laggards and broader strength in the health care sector. It also 

saw a small positive with Sanofi stopping trials on a new product as it found the study was unlikely to provide sufficient 

efficacy, reducing the competitive threat. We continue to see further upside as the company is able to demonstrate 

improved execution and a return to market rates of revenue growth in the key plasma-based therapy product line. 

Overweight Aristocrat Leisure (ALL, +22.3%) 

Aristocrat continued to make good gains in the wake of the 1H FY26 result delivered in May, as June data suggested it 

continued to gain share in the North American land-based gaming market, calming fears that it had reached maturity. Its 

result was accompanied by a strong outlook that also rebutted other investor concerns. Its online business is expected to 

see a material acceleration in growth when the company launches its classic Lightning Link title. Management also laid 

out $100m of cost saves to come in FY27 and they expect margins to expand and expanded its buyback, demonstrating 

good capital discipline. 
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Three largest detractors 

Underweight Wesfarmers (WES, +13.3%) 

WES held its annual investor day. Messaging was consistent with the past, as the company continues its focus on 

reinvesting to grow each business segment organically. The company did flag some timing issues with relation to 

ammonia costs versus ammonium nitrate contract prices that create a short-term margin squeeze. The outcome was 1-

2% negative revisions to consensus EPS but the stock price rise was driven by better sentiment on rates and the 

domestic consumer.  

Overweight Santos (STO, -7.7%) 

A weaker oil price dragged Santos down in June. Its investor day held at the end of May was largely a re-affirmation of 

their stated strategy. Its two major growth projects – Barossa and Pikka – are ramping up towards stated capacity. The 

balance sheet is currently at the high end of the leverage range, but de-gears over the next 2-3 years whilst the company 

invests in high-graded and relatively high return projects. We expect a high proportion of free cash flow to come back to 

shareholders through this phase, supporting an attractive yield. 

Overweight South32 (S32, -18.9%) 

South32 gave back some gains after a very strong run over the previous 12 months, prompted by weaker commodity 

prices as the US and Iran inched towards a peace deal. On the month’s final day it announced the divestment of its 

aluminium value-chain assets to Alcoa for up to US$5.6bn. We see this as a positive move, simplifying its portfolio and 

focusing on higher-margin base metals exposure in copper, zinc, silver and lead. It also leaves the balance sheet in a 

strong place with material scope for creating shareholder value. 

 

Performance and outlook 

The Portfolio finished behind its benchmark index in June.  

Improved sentiment on rates saw the Wesfarmers underweight drag; likewise not owning Woolworths and Coles 

detracted given rotation into previous laggards, although this was to the benefit of the overweight in CSL. Weaker 

commodity prices meant positions in Rio Tinto, BHP, Santos and South32 underperformed.  

On the positive side, Qantas continued recent rebound on prospect of lower oil/fuel prices. Elsewhere CSL, Aristocrat, 

QBE Insurance and Challenger did well. 

The market has been underpinned since the late-March low by a combination of; global economic resilience despite the 

Iran war, oil prices holding lower than feared, accelerated revenue growth at Anthropic signalling that AI business 

models work, upgraded investment in AI from hyperscalers, and the SpaceX IPO which highlighted the acceleration of its 

revenues.  

The combination of all these has been reflected in stronger-than-expected earnings growth in the US. 

Continued market strength, the largest IPO in history at a punchy valuation, and the growing concentration of the US 

stock market has rekindled the debate as to whether we are near a market top.  

The ten largest AI-related companies now comprise 41% of the S&P 500 and bears point to the historic precedent of 

equivalent levels of concentration at previous market peaks. 

They also point to warning signs in longer-term valuation metrics. The Schiller P/E (the price over the average real 

earnings over 10 years) is near its previous high of the tech-wreck – as is the price/book ratio of the MSCI USA index.  

The counter to this is that these measures do not capture the shift in earnings and returns on equity, particularly from 

tech sector. For example the S&P 500 is up ~9% in US dollar terms this calendar year, but 12-month forward EPS have 

been revised up 17%, which means the market’s P/E ratio has fallen despite the rise in the index.  

Returns-on-equity (ROE) for the S&P 500 have also stepped-up in the last three years to a range of 20-22% (and are 

currently at the high end), compared to a range of 12 to 20% over the previous 30 years. That step-up is linked to the 

mega-cap stocks, which are tapping into global customer bases and have strong market positions.  

The key point is returns are higher and when this is mapped over the Schiller P/E is provides greater justification for 

current valuations than was the case in 1999.  

The key call then becomes the sustainability of these returns, which goes to the current debate about returns on 

hyperscaler capex. Capex is leading to deteriorating cashflows at the hyperscalers, which in turn drags on returns. We 

note current estimates are for AI investment to be US$5.3 trillion from the four largest hyperscalers (Alphabet, Meta, 

Microsoft, Amazon) between 2025 to 2030 - a number that is trending higher.  

The market currently believes the returns on that investment will flow through and cash flows will inflect higher from 

2028.   
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This call is the key to the market. If this plays out it underpins earnings and valuation rating; if not, then capex budgets 

will have to be cut with knock-on effects to earnings and rating.  

Domestically, the S&P/ASX 200’s valuation multiple is falling back towards its historical mid range. The key here is 

whether earnings can remain resilient in the face of fuel disruption and higher rates.  

Consensus still expects 13.9% EPS growth in FY26 and 9.8% in FY27. Resources continues to do much of the heavy 

lifting, although Industrials ex-banks are expected to deliver a still-respectable 8.5% growth in FY27. Implied mispricing 

remains at historical highs, underpinning our view of a market rich in alpha opportunities. 

 

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

Buy a new position in Cleanaway Waste Management (CWY) 

Sell to zero in Northern Star Resources (NST) 

We are establishing a new position in Cleanaway Waste Management (CWY). CWY operates Australia’s largest general 

waste and recycling collections fleet. This includes specialised services such as the handling of hazardous waste from 

energy, healthcare and industrial sites. The company has a network of over 350 sites that sort, recycle and process 

waste materials, with the residue being sent to its landfill. 

As an essential industry, the company enjoys a defensive demand profile that is leveraged to nominal GDP growth. The 

industry structure is concentrated, with CWY occupying a strong position within it given a large, well -positioned and 

specialised network of post-collections assets.  

The market has de-rated CWY’s valuation multiple to its lowest point (excluding Covid) in the last ten years, in response 

to a long-running series of EPS downgrades and disappointing cash flows partly in response to higher capex. 

However we believe that this downgrade cycle is coming to an end. Some of the higher capex over the last five years 

was investment to complete its network and upgrade assets to improve the predictability of returns. It has also invested 

in its operational capability so they can run the business more efficiently and target higher value revenues. 

We believe that this investment should now start to deliver improvements in terms of margin, earnings and cashflow.  

Importantly, from FY27 we expect the company’s cash flows to inflect and see it start to deliver an attractive free cash 

flow yield. The current valuation reflects the market’s caution on this outlook. However in our view it is well supported by 

the potential for improved returns from the upgraded and optimised network. 

Our research suggests the company can deliver 10-15% long-term EPS growth. If it delivers on expectations we would 

also look for the valuation to re-rate. As a result we see this as an attractive entry point into a defensive domestic 

exposure with improving operating fundamentals. 

We have also made a change to the portfolio’s gold exposure, selling out of Northern Star Resources (NST) and rotating 

into the existing position in Evolution Mining (EVN).  

NST’s most recent Reserves & Resources statement saw some reductions in expected reserves for its key Hemi project, 

however the adjustments were no greater than feared.  

That said, there is greater uncertainty around the company’s outlook than is the case for EVN and the portfolio’s other 

gold miner, Newmont.   

An activist hedge fund manager has taken a stake in NST and made clear that they would like the company to explore 

strategic alternatives, such as the sale of the company, as well as make changes to management, operations and 

strategic planning and execution. The company has signalled that it does not see the time as right to run a sale process. 

While this agitation is arguably warranted, it does increase uncertainty. 

The thesis for NST is based around its growth profile, including completed expansion of its KCGM operation and then 

development of the greenfield Hemi project. Pressure on the company adds an extra degree of complexity and 

uncertainty to this outlook, with NST yet to detail near-term guidance on the KCGM ramp-up and longer-term settings on 

its other portfolio of assets. 

At this point, we believe it prudent to consolidate the portfolio’s gold exposure into the existing positions in Evolution and 

Newmont. Both these companies are executing well operationally and delivering strong free cash flow yield off the back 

of higher gold prices. 
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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 


