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Market review 
Equities made a second consecutive month of gains despite 
the Strait of Hormuz remaining closed and a deal between the 
US and Iran remaining elusive. 

Continued hope around a more sustained resolution to the 
conflict, coupled with a lesser shortage than expected, has 
seen the oil price decline. This, in combination with continued 
strength in the AI-related capex trade, has been enough to 
buoy markets. 

The S&P/ASX 300 gained 1.3% in May and is up 3.5% quarter 
to date. The market has lagged the rebound in US equities 
due to the latter’s greater exposure AI capex-related stocks. 

The Reserve Bank of Australia hiked rates, however softer 
CPI inflation and labour data later in the month saw tempered 
expectations around another imminent increase. 

Brent crude oil fell -19.3% over the month to US$92. Lithium 
was down -2.0% and gold -1.2%. Other commodity moves 
were positive, with iron ore +1.7%%, copper +7.3%, and 
aluminium +6.9%.  

Materials (+10.3%) outperformed on the back of resilient 
commodity prices and a rotation away from the banks. Among 
the larger-cap miners BHP (BHP, +16.0%), Rio Tinto 
(RIO+10.9%), Fortescue (FMG, +13.5%) and South32 (S32, 
+19.4%) all made solid gains. Returns were more muted 
among the gold miners. 

Consumer Discretionary (+4.6%) enjoyed a bit of a bounce 
late in the month as some moderation in CPI inflation saw 
expectations of a further rate hike in June recede, although 
underlying performance was mixed. Wesfamers (WES) ended 
the month up +9.4%. A well-received quarterly update from 
Aristocrat Leisure (ALL, +7.0%) also helped. 

Health Care (-8.9%) underperformed, driven largely by an 
earnings downgrade from CSL (CSL, -22.3%) although 
ResMed (RMD, -3.2%), Sonic Healthcare (SHL, -1.3%) and 
Pro Medicus (PME, -1.6%) all traded lower. Sigma Healthcare 
(SIG, +5.4%) and Cochlear (COH, +6.9%) bucked the trend. 

Utilities (-7.64%) underperformed as stocks seen as 
beneficiaries of higher energy prices gave back some recent 
gains. 

 

 

 

 

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 May 2026) 

Sector limits Australian Shares 60 – 98% 

Australian Property 0 - 30% 

Cash 2 - 10% 

Dividend yield 3.42%# 

Income target No target  

  

Top 10 holdings 

Code Name Weight 

BHP BHP Group Ltd 14.30% 

CBA Commonwealth Bank of Australia 7.55% 

NAB National Australia Bank Limited 5.52% 

RIO Rio Tinto Limited 5.10% 

TLS Telstra Group Limited 4.65% 

ANZ ANZ Group Holdings Limited 4.03% 

STO Santos Limited 3.90% 

GMG Goodman Group 3.72% 

QBE QBE Insurance Group Limited 3.59% 

QAN Qantas Airways Limited 3.54% 

Source: Pendal as at 31 May 2026. 
 

Top 5 overweights versus S&P/ASX 300 

Code Name Weight 

QAN Qantas Airways Limited 3.02% 

STO Santos Limited 2.98% 

BHP BHP Group Ltd 2.73% 

RIO Rio Tinto Limited 2.58% 

TLS Telstra Group Limited 2.51% 

Source: Pendal as at 31 May 2026. 

Top 5 underweights versus S&P/ASX 300 

Code Name Weight 

WES Wesfarmers Limited (not held) -3.31% 

WBC Westpac Banking Corporation -2.78% 

CBA Commonwealth Bank of Australia -2.55% 

WDS Woodside Energy Group Ltd (not held) -2.13% 

TCL Transurban Group Ltd. (not held) -1.71% 

Source: Pendal as at 31 May 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 2.38% -3.68% 3.14% 2.80% 9.68% 7.12% 9.24% 

S&P/ASX 300 (TR) Index 1.25% -4.03% 2.80% 7.02% 10.97% 7.93% 8.43% 

Active return 1.13% 0.35% 0.33% -4.23% -1.30% -0.81% 0.82% 

Source: Pendal as at 31 May 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 

BHP BHP Group Ltd 0.37%  CSL CSL Limited -0.52% 

BXB Brambles Limited (not held) 0.31%  WES Wesfarmers Limited (not held) -0.25% 

QAN Qantas Airways Limited 0.30%  SEK Seek Limited -0.16% 

WDS Woodside Energy Group Ltd (not held) 0.23%  XRO Xero Limited -0.15% 

RIO Rio Tinto Limited 0.23%  FMG Fortescue Ltd (not held) -0.15% 

Source: Pendal as at 31 May 2026. 

Underweight positions are in italics. 
 

Source: Pendal as at 31 May 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 1.16%  CSL CSL Limited -2.71% 

BHP BHP Group Ltd 1.03%  XRO Xero Limited -2.67% 

RIO Rio Tinto Limited 0.98%  SEK Seek Limited -1.03% 

WTC Wisetech Global Ltd. (not held) 0.60%  TNE Technology One Limited -0.73% 

COH Cochlear Limited (not held) 0.45%  WDS Woodside Energy Group Ltd (not held) -0.60% 

Source: Pendal as at 31 May 2026. 

Underweight positions are in italics. 
 

Source: Pendal as at 31 May 2026. 

Underweight positions are in italics. 

 
 

Stock specific drivers of monthly performance relative to benchmark 

Three largest contributors 

Overweight BHP (BHP, +16.0%) 

BHP continued to benefit from resilience in commodities and a rotation away from the banks. Its most recent quarterly 

production update, in April, was solid with copper production now expected to be at the high end of FY26 guidance and 

costs for its Escondida operation lowered. Iron ore pricing was flat quarter/quarter, calming fears of a softer outcome on 

the back of China Mineral Resources Group (CMRG) -related disruption. It confirmed that dispute over pricing with the 

CMRG) had been resolved and the discount to the products under dispute appears in the order of 1.8%.  

Underweight Brambles (BXB, -26.8%) 

BXB issued a trading update cutting FY26 underlying profit growth guidance from 8 –11% to 3–5%, citing an estimated 

US$60 million earnings hit from pallet repair capacity constraints across parts of its US subcontracted service centre 

network. This downgrade came as a material negative surprise to the market, given how resilient earnings growth has 

been, even as the company has downgraded revenue guidance the past two years. Whilst there was no explicit 

guidance on financial impacts into FY27, consensus expectations were downgraded 6%. 

Overweight Qantas (QAN, +12.3%) 

Qantas calmed market concerns with some general positive commentary at the Macquarie investment conference. 

Disruption to international flights via the Middle East has led to strong demand for Qantas's international network, 

particularly to Europe and the US. Overall travel demand remains resilient, with limited impact of higher prices. The 

company remains optimistic on fuel supply, securing alternate fuel from the US, Mexico, and India and giving visibility on 

the future pipeline. 
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Three largest detractors 

Overweight CSL (CSL, -22.3%) 

CSL downgraded earnings guidance for FY26. Instead of NPATA growing 4-7%, they now expect earnings to be down 

by 4%. The market was slightly below the bottom end of guidance but needed to move down further. The new 

information is that they are taking some inventory out of a lower-priced channel in US for immunoglobulins - the hit to 

revenue is ~$300M. While a disappointing outcome, this should set up for a tighter market and a better result in FY27. 

Albumin, which has been dealing with a regulatory change in China, was also below expectations as the company 

attempts to find new channels to market. Despite some signs that the business should perform better in FY27 the market 

still reduced earnings by 13% in forward years with only minor growth forecast in FY27.  

Underweight Wesfarmers (WES, +9.4%) 

Softer inflation and labour data saw diminished expectations of another rate hike in June and a bounce in Wesfarmers 

given its exposure to discretionary spending via Bunning, Officeworks and Kmart – which together deliver around 75% of 

its revenues. Concern over the outlook for the consumer off the back of higher rates and fuel prices has seen a material 

valuation de-rating for WES. However at this point we prefer our more defensive consumer exposure via Metcash and 

have a preference for Telstra among the large-cap blue-chip names.  

Overweight Seek (SEK, -10.3%) 

Seek’s monthly job ad data showed effectively flat new job ads in April versus March, but down ~2% versus the same 

period last year. NZ job ads are demonstrating good growth at the moment against weak comparables. It appears to be 

tracking towards volumes down 1-2% for the year against guidance of broadly flat but with downside bias. The company 

continues to execute well, but remains a key area of market concern with regard to AI disruption. 

 

Performance and outlook 

The Portfolio finished ahead of the benchmark in May. Decent commodity prices and a rotation away from banks helped 

the resource exposure via BHP and Rio Tinto – while the portfolio is also underweight banks. While Australia lacks the AI 

hyperscalers of the US, data centres are seen as local beneficiaries and sentiment has been underpinned by recent 

hefty contract wins. Positions in NextDC and Goodman Group have been beneficial. Underweights in Brambles, 

Westpac, ASX and Commonwealth Banks have been helpful. 

The underweight in CSL dragged as management downgraded earnings – although the effect on performance was 

tempered by the lower active position size than was the case last year.  

The impact on oil prices from a still-closed Strait of Hormuz has not been as great as feared and supply remains 

reasonable, for now.  

This is from a combination of material reduction in imports from China, as they shift to alternatives and draw down on 

their own reserves, further demand destruction elsewhere in the world (primarily petrochem industries), increased US 

exports, strategic reserve withdrawals, and the use of other sources of supply such as commercial stocks. 

It is estimated that this situation could continue for another two months, helping keep oil and fuel prices contained. 

Beyond that, strategic reserves and commercial stocks outside of China may reach a tipping point, requiring further 

demand destruction. 

The AI capex trade continues apace, supported by strong earnings for related companies such as Dell which is seeing 

revenue surging and supply constraint on the back of enterprise demand for upgraded infrastructure. 

Importantly, there seems to be some sign that the market is becoming more discerning with regard to AI’s impact on 

software companies. Snowflake, a US company providing a cloud-based platform allowing organisations to store, 

analyse and share data - and which had previously fallen 56% as part of the “SAASpocalypse” - reported a second 

quarter of accelerating revenue as companies looks for a control plane on which to run their AI agents. The stock saw a 

sharp rebound in response. This does not mean that there are not software businesses facing structural threats, but may 

indicate the market is treating the issue in a less indiscriminate way, with implications for stocks such as Xero in 

Australia. 

Data is signalling that the US economy is holding up well, underpinned by a resilient consumer and strong investment 

spending. Inflation stubbornly high, although not getting worse. Given labour market trends appear to be improving, and 

an environment where inflation risk is perceived as being higher, it is difficult to see how the Fed can make a case for 

easing. 

Domestically, April’s CPI inflation data was better-than-expected at a headline level, prompting optimism that the RBA’s 

hiking path may be on pause. 

The issue for the RBA is that non-discretionary items (electricity, rents, insurance, education & health) is running at 

5.1%. A number of these are structural, such as the impact of the housing shortage.  
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The RBA needs the economy to run below trend for a period and that probably equates to 1.5% GDP growth. The 

challenge is while the consumer may be slowing, data indicates the investment side of the economy is accelerating, 

which does put pressure on the RBA to slow other parts of the economy.  

The argument for balanced portfolio construction and managing thematic risk against such an unpredictable background 

remains imperative. The investment opportunity at a stock level is encouraging, in our view, with significant mispricing 

providing multiple attractive alpha opportunities. 

 

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

Sell to zero in Brambles (BXB)  

Buy a new position in Ampol (ALD)  

We are adjusting the portfolio’s cyclical industrial exposure via the addition of Ampol (ALD). This helps manage the 

portfolio’s thematic risk around a period of heightened geopolitical risk and energy disruption.  

ALD imports, refines and distributes fuel and lubricants. It supplies retail fuel via Australia’s largest network of branded 

petrol and convenience store sites – as well as a range of commercial customers in the mining, defence, agriculture and 

transport sectors.  

ALD is likely to benefit from a period of supportive trends in refining, with disrupted supply of crude and the need to 

rebuild inventories likely to support refining margins at an elevated level for a period.   

However positive momentum extends beyond this division. Convenience retail – including retail fuel sales - is 

demonstrating decent growth, with earnings up 5% in FY25 and continuing momentum into this year, despite industry 

headwinds like the competitive threat of illicit tobacco sales. This has been underpinned by cost control and optimisation 

of its convenience network.  

The wholesale fuel business has also rebounded from previous weakness and appears to have stabilised.  

ALD announced the proposed acquisition of EG Australia in August 2025, with the aim of further penetration into the 

convenience retail market and taking advantage of the opportunity to convert existing EG sites into higher-returning ALD 

formats. While this an important growth lever, there is some risk attached to it given the need for ACCC approval. ALD 

has recently upped the number of sites it proposes divesting in order to address competitive issues to 41. The ACCC is 

expected to make a ruling in mid-2026.  

While the stock has rebounded in response to the recent supply disruption, this comes after a period of marked 

underperformance of the broader market though much of 2024 and into 2025.   

The disruption to fuel supply resulting from the Iran conflict has been a stark reminder of the importance that ALD plays 

in Australia’s energy security and is likely to lead to some medium-to-long term opportunities as the Federal government 

looks to increase fuel inventories and improve supply chain resilience.  

The longer-term outlook for its refinery, previously a source of cyclical volatility, has been de-risked via the recently 

upgraded Fuel Security Support Package agreement with the Federal Government, which helps underwrite refining 

costs to keep it economically viable.   

We are mindful that even in the event of a peace deal between the US and Iran, oil prices are likely to remain elevated 

for a period given heightened geopolitical tension and the degree of damage and disruption to production and 

infrastructure in the Middle East. The addition of ALD gives some thematic exposure to help manage this risk.  

This is partly funded by the sell-down in Brambles (BXB), a global provider of reusable pallets, crates and containers and 

associated with the fast-moving consumer goods (FMCG) sector, via its CHEP brand.  

The company has been delivered a series of credible results since we added it to the portfolio and has been a positive 

contributor to relative performance over the past 12 months.   

However there are signs that the outlook is turning more challenging. There has been a shift in earnings drivers, with the 

composition coming less from sales growth and more on other, lower-quality factors such as cost management and 

pallet loss accounting.  

While not alarming in itself, it does indicate that revenue growth is becoming harder – and there are limits to the degree 

to which the company can pull the cost lever.  

At the same time, the stock has re-rated over the past 18 months. In combination with incremental earnings headwinds, 

we no longer see a compelling risk-reward and have a preference for other FMCG-exposed positions in the portfolio, 

such as Amcor (AMC). As such we are taking the opportunity to sell BXB out of the portfolio. 
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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 


