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How will reporting season 
shape the market?
US stocks are about to enter reporting season with key 
benchmark indexes at all-time highs. Is there further room to 
rally?

It’s that time again, Wall Street is about to kick-start an 
important earnings season where the market’s most-
important companies detail their quarterly results.

A year after the pandemic ravaged the world, and with life in 
America for many still resembling a fraction of what it once 
was, these results will set the tone for how the economic 
recovery has fared.

Although it is safe to say that the economy itself has changed, 
inspired by various digitisation trends, investors will be 
looking for reasons to validate some of the lofty valuations 
prescribed to high-profile names.

It comes after an extended period where high-growth stocks 
have been the subject of heavy selling pressure on the back of 
rising bond yields. 

sector eked out just 2% growth in the first quarter, 
lagging the likes of energy, which was up 29%, and 
financials, which rose 15%. That could in turn prove 
somewhat favourable for markets, however, as it 
provided an opportunity for investors to recalibrate their 
expectations for stocks that are trading on high multiples 
or not yet profitable.

In total, consensus forecasts suggest that S&P 500 
earnings will be approximately 25% higher than the same 
period last year, where the early stages of COVID-19 
began to wreak havoc. 

If that result transpires, it would be the best quarterly 
improvement since 2018, when President Trump 
delivered corporates a shot in the arm via generous tax 
cuts. Based on the rally that unfolded thereafter, there is 
little reason to suggest that another blowout reporting 
season would not be bullish for equities, despite indexes 
already sitting as high as they are.

Financials and recovery plays will set the tone

Already a number of names from the S&P 500 have 
reported, which has spurred on the index. As many as 20 
constituents from the S&P 500 had reported results by 
the end of last week, with analyst expectations beaten by 
an average of 11%.

The major banks are now lining up, and should give a very 
thorough insight into how the economy is faring.

Banks made significant provisions for loan losses, which 
look as though they will be wound-back and released 
amid the better-than-expected recovery fuelled by 
unprecedented fiscal support and loose monetary policy. 

Not only that, but capital markets revenue for the banks 
should point to significant growth once again as the stock 
market remains conducive to trading. 

There is some concern the likes of Goldman Sachs (GS) 
and Morgan Stanley (MS) may be exposed to fallout from 
the collapse of Archegos Capital Management, however, 
there is no systemic risk involved here and any loss is a 
one-off with no impact for the broader market.
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Also helping the cause for the banks has been the vaccine 
roll-out in the US, which has gone almost perfectly thus far, 
with little issues to report. In fact, it is tracking well ahead 
of schedule in many respects, leading a number of states to 
hasten the reopening of the economy.

With rates at rock-bottom levels, there is already incentive 
for companies to borrow. Now, as businesses start to see 
growth flow through again to the bottom line, they will likely 
also seek to borrow funds. This is a major boost to the banks 
moving forward. 

With all these tailwinds in place, the financials sector 
is expected to see earnings growth of about 75% year-
on-year. But it is not alone as one of the areas in line for 
comprehensive upgrades.

Stocks from the consumer discretionary and materials 
sectors are also among those most-leveraged to potential 
upside on the back of the reopening economy. 

In the former, earnings are expected to nearly double 
versus a year ago, marking a significant change in fortunes. 
Meanwhile, materials stocks are set-up to report a 45% rise 
in profits. From here, the outlook is only improving as well, 
when next quarter’s results show an even larger year-on-year 
difference.

Technology is still expected to shine

While each of the aforementioned sectors are expected to 
outpace the technology sector for earnings growth, this is 
merely because of the underlying strength that technology 
has displayed in recent times.

It’s worth pointing out that earnings for technology stocks 
didn’t see the pull-back experienced in other sectors last 
year. Instead, their earnings continued to soar throughout the 
depths of the pandemic. Taking this into account, forecasts of 
24.4% earnings growth for the technology sector are a major 
feat when coming off a high base.

Let’s not forget the likes of Apple (AAPL) and Amazon 
(AMZN) have been leveraged to consumers awash with cash. 
It has been one of the fundamental drivers in helping them 
post record after record, and all told, these are trends that 
are in every way likely to continue.

One of the most promising signs of this was Tesla’s 
(TSLA) recent quarterly delivery report, which absolutely 
blew all forecasts out of the water. There is no denying, 
amid a strong consumer backdrop, tech names are 
directly in line to be the beneficiaries. 

At the same time, an unthinkable shift in technology has 
helped names like Microsoft (MSFT), while Alphabet 
(GOOGL) and Facebook (FB) recovered from initial dips 
that now  seem like the tiniest of blips as the world shifts 
to an online presence. 

Guidance optimism is key for markets
Another fact that could provide vital support for the 
broader market is the confidence that returns amid an 
improving economic outlook. 

For much of the last year, companies have been cautious 
or simply unable to provide guidance amid the uncertain 
environment. Although there will still be some overhang 
there, we expect there to be greater optimism in the air 
relating to the short and mid-term outlooks.

With this in mind, this reporting season won’t necessarily 
be defined by what the various companies report over 
the coming weeks. It will be about the conviction of 
management to upgrade their forecasts.

Given the efficiencies that many companies have 
developed over the last year through cost-cutting and 
streamlined operations, this could very well factor into 
forward guidance optimism. 

The leverage that many of these top companies have built 
throughout the pandemic is something we believe will 
allow their earnings to return as fast as the revenue, and 
if that holds true, this rally could continue.
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International Growth Portfolio

Across March, Portfolio NAV grew by 1.2% after taking into account advisor 
fees, extending the year-to-date growth for the Portfolio.

That headline result was comparable, if not slightly ahead of the Nasdaq, 
although the figure lagged the S&P 500 and Dow Jones. For the second month 
in a row, this was attributable to diminished sentiment for tech stocks, with 
bond yields putting the tech sector under pressure.

In favour of the Portfolio last month were foreign exchange movements, as 
the USD/AUD rate increased from 1.2976 to 1.3165. 

Given the Reserve Bank of Australia’s preference to see a softer Aussie 
dollar, there is some scope to believe that its QE program is helping cap the 
currency, which should help our portfolio. Nonetheless, we still hold some 
options over currency futures as a hedge.

Performances across our holdings varied by some margin, with names like 
PayPal (PYPL) and Taiwan Semiconductor Manufacturing (TSM) struggling, 
as did Atlassian (TEAM), Docusign (DOCU) and Alibaba (BABA). With the 
exception of Alibaba, which we still hold strong conviction in and believe has 
been weighed down by overblown regulatory concerns, we reduced or cut our 
exposure to each of these key names and took profits in the process.

Conversely, our select range of value stocks helped the Portfolio, with the 
likes of Home Depot (HD), 3M (MMM), Pfizer (PFE), Proctor and Gamble (PG) 
and Target (TGT) proving invaluable. While we aim to build a portfolio that 
will traditionally be tailored towards high-growth, it is names like these that 
will still represent a cornerstone component of our investment approach, as 
they have the underlying qualities to continually justify their valuations.

Last month’s realised profits totalled 1.3% of the Portfolio NAV from the 
end of February. Because we have now captured some of our profits, total 
unrealised profits dipped lower to end at 9.7% of closing Portfolio NAV for 
March.

Our trading activity last month allowed us to accumulate some cash that we 
have since been able to deploy in the early days of April, as well as hold onto 
for other opportunities. Markets continue to remain supported by a number 
of factors, and with earnings ahead, this could very well be the next catalyst 
to support current levels.

Index
March 

Performance
2021 

Performance

Dow Jones 6.9% 8.0%

NASDAQ 1.4% 1.6%

S&P 500 4.2% 5.8%

Global Growth 
Portfolio 1.2% 1.45%

Performance:

Top 10 Holdings:

Code
Company 

Name Weighting %

PYPL PayPal 6.07%

MSFT Microsoft 5.13%

TSM Taiwan Semi 4.80%

GOOGL Alphabet 4.79%

AAPL Apple 4.36%

GOOGL Alphabet 4.49%

ISRG Intuitive 4.31%

ADBE Adobe 4.29%

V Visa 4.00%

PG P & G 3.48%
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Hub 24 - Balanced

Balanced Portfolio

The Balanced Portfolio saw NAV shrink by 1.6% last month, lagging the 1.8% 
gain in the ASX 200.

After performing well in February, the momentum continued for Race 
Oncology (RAC), which advanced another 8.1% in March. Not only has this 
stock provided us with exposure to a very ‘hot’ sector, but the company’s 
clinical tests for their oncology drug appear to be very promising as a 
potential candidate for cancer treatment.

Meanwhile, Goodman Group (GMG) rallied almost 10%, which was a 
fantastic result from a blue-chip name. The cheap cost of borrowing has 
been encouraging investment and development,  driving a surge in operating 
profits. With the RBA leading a mandate to keep interest rates at rock-
bottom levels for the next few years, this tailwind will assist future growth 
levels for the real estate group.

Another name that fared well was Aristocrat Leisure (ALL), which stormed 
higher by 13.1%. One of the big growth drivers at the moment is the 
company’s digital gaming division, with multiple app developments proving 
quite a hit. Management has been able to build a resilient balance sheet, 
thereby propelling the company’s ability to grow and invest. We believe the 
stock is undervalued for its growth potential.

Despite these holdings faring well, the portfolio’s tech exposure weighed on 
NAV growth. One of the names under pressure was Laybuy (LBY). Much like 
the rest of the buy-now pay-later segment, the stock has been continuously 
plummeting following concerns about costs and valuation. 

Consumer sentiment has soured towards BNPL companies as bond yields 
rise and point towards a higher interest rate environment, prompting a shift 
to bonds for safer returns. Nonetheless, we remain optimistic with regards to 
Laybuy’s revenue and Net Transaction Margins (NTM) in FY21, which are the 
company’s strategic initiatives.

Shares in Mach7 Technologies (M7T) also dragged performance lower, with 
the stock price sinking about 9.6%. Following its half-yearly results, where 
it unveiled an operating loss of $1.2 million, the share price has been under 
pressure. However, we are encouraged by the sales momentum that has 
been building for the second-half of the year, already totalling more than $12 
million.

We expect sentiment to improve for growth assets, so we have consciously 
avoided rolling into more defensive positions amid market volatility. Early into 
April, this has proven rewarding thus far, as tech stocks rally.

Performance:

Top 10 Holdings:

Index
March 

Performance
2021 

Performance

ASX 200 1.8% 3.1%

ALLORDS 1.1% 2.4%

Balanced 
Portfolio -1.6% 0.91%

Code
Company 

Name Weighting %

HM1 Hearts & 
Minds 5.4%

MQGPC Mac Note 5.2%

BHP BHP Group 5.0%

KKC KKR Credit 4.4%

NABPD NAB Note 3.4%

WBCPJ WBC Note 3.4%

CBA Comm Bank 3.0%

CBAPJ CBA Note 3.0%

RIO Rio Tinto 2.8%

FANG FANG ETF 2.7%

DANIEL WONG
Research Analyst

ALEX NEGROH
Research Analyst
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Hub 24 - Growth

DANIEL WONG
Research Analyst

Growth Portfolio

The Growth Portfolio also lagged the benchmark ASX 200 index last month, 
with NAV declining 1.8% for the month versus a 1.8% rise for the local 
market. 

As was the case in February, our heightened exposure to growth stocks 
worked against us due to portfolio rebalancing that took place amid rising 
bond yields in the US. There were still encouraging signs from some of the 
stocks we hold, particularly those with more established fundamentals.

One of these was People Infrastructure (PPE), where the company’s 
decision to acquire a leading nursery agency was well-received by investors. 
In our view, the acquisition will help the company expedite its growth and 
push into new sectors, ultimately with the backing of a strong balance 
sheet. In response, shares in PPE surged 19.8% last month.

Blue-chip favourite Macquarie Group (MQG) also had an exceptional month, 
delivering a solid return of 7.3%. Banks were well-supported in March as the 
rotation into value plays continued. There are also encouraging signs at play.

First, Macquarie’s investments into diversified segments such as green 
energy have defended its earnings amidst global volatility. On top of that, 
the bank’s earnings guidance reads well, with FY21 NPAT expectations up by 
5-10%, in turn attracting investors to the stock.

At the other end of the table, Sezzle (SZL) was a drag on the Portfolio, 
slumping 22.8%. Sentiment soured throughout the month as rising bond 
yields turned investors away from high-growth assets, especially those in 
the buy-now pay-later sector. Not helping the cause was the fact that the 
company recently reported losses during earnings season.

Cleanspace Holdings (CSX) was another stock under heavy selling pressure, 
sinking 18.3%. As a manufacturer of masks and other respiratory protection 
equipment, the company’s sales have been impacted by the vaccine rollout, 
with a backlog of products now being stockpiled. With these concerns in 
mind, we sold out of the stock at a loss to mitigate further losses should 
issues deteriorate.

With ongoing support from central banks including the RBA and Federal 
Reserve, as well as some uptick in appetite for tech stocks on the Nasdaq, 
our bias for growth assets remains in place. We anticipate this will help us 
outperform as sentiment returns to high-profile growth names.

ALEX NEGROH
Research Analyst

Performance:

Top 10 Holdings:

Index
March 

Performance
2021 

Performance

ASX 200 1.8% 3.1%

ALLORDS 1.1% 2.4%

Growth 
Portfolio -1.8% 0.47%

Code
Company 

Name Weighting %

MQGPC Mac Hybrid 5.2%

HM1 H & Minds 4.9%

BHP BHP Group 4.2%

FANG FANG ETF 3.6%

CBAPE CBA Hybrid 3.4%

RIO Rio Tinto 3.3%

CBAPJ CBA Hybrid 3.0%

XRO Xero 3.0%

MQG Mac Group 2.9%

CBA Comm Bank 2.8%
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