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Big tech earn their weight 
in gold
Blowout earnings from the big tech stocks reinforce why they 
are a key part of the digital economy

The recession is showing no signs of wearing down the 
world’s biggest tech companies. In light of their second-
quarter earnings, these businesses have justified why they 
command a rich premium and why they are highly sought-
after.

It’s time to look past the fact that expectations may have 
been somewhat muted amid the current recession. These 
companies not only blitzed consensus forecasts, but new 
records tumbled in the process. It’s worth putting into 
context that this growth was amid the worst contraction in 
GDP on record, which came in at an annualised fall of 32.9% 
in the June quarter.

Apple (APPL) managed to drive sales growth of 10.9% to 
achieve a record second-quarter revenue result of US$59.7 
billion. This came despite the company pushing back 
production of its new iPhone models. On top of that, an 
overwhelming number of the company’s physical stores were 
closed for a large part of the quarter. 

Remarkably, however, China’s economic recovery has played 
right into the hands of Apple, with its iPhone sales in China 
skyrocketing 225% in the quarter. Since handing down its 
results, Apple’s share price has surged 14%, with news of 
a 4:1 stock split well-received by the market. This will also 
increase the accessibility of the stock to retail investors.

Meanwhile, Amazon (AMZN) posted quarterly sales of 
US$88.9 billion, up 50% year-on-year and well ahead of 
the market forecast of US$81.6 billion. Despite heavy 
reinvestment in the business, as well as logistical 
issues keeping on top of fulfilment operations, 
earnings per share came in at a record US$10.30. This 
result smashed estimates of US$1.46 per share, and 
nearly doubled last year’s corresponding result. 

With an increasing number of consumers turning 
to online shopping, the multinational e-commerce 
platform has become an integral part of the day-
to-day lives of many throughout the world. This has 
been spurred on by the stay-at-home measures that 
remain in place in many locations, as well as a shift in 
consumer behaviour attributable to health concerns 
from shopping in-store. 

Amazon has continued to increase its delivery capacity, 
while also seeing a normalisation in its product mix 
towards the end of Q2. With this, the momentum of 
Amazon’s core offer looks set to continue playing out. 
At the same time, the company’s cloud-computing 
unit, advertising business, and subscription services all 
continue to grow strongly.

Elsewhere, while Facebook (FB) reported its slowest 
revenue growth (11%) since listing as a public company 
in 2012, the result was still far better than analysts 
had expected. Earnings impressed, coming in at 
US$1.80 per share versus estimates of US$1.39, while 
Q3 guidance of 10% revenue growth is robust. User 
numbers continue to grow at a steady pace, buoyed by 
the number of individuals taking shelter at home amid 
lockdowns. This growth has provided FB with some 
ad-based pricing power among corporates. 

One might argue the exception among mega-tech 
results was Alphabet (GOOGL), which despite being 
ahead of the mark in terms of earnings, saw its revenue 
slip for the first time ever. Nonetheless, this was not 
an unexpected event given the deceleration in online 
advertising expenditure. What’s more, management 
took the opportunity to clarify that activity in this area 
picked up late in the quarter to return to levels broadly 
in line with last year.

Earnings season may often be viewed as ‘confession’ 
time, but if the results of big tech are anything to go 
by, the only confession here is how resilient these 
companies truly are.
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International Growth Portfolio

The portfolio gained 3.9% in July, after taking into account advisor fees.

Our equity holdings outperformed the broader market, rising by 7.3%. This 
compared with a 2.4% increase in the Dow Jones, 5.5% increase in the S&P 
500, and a 6.8% surge in the Nasdaq.

Tech shares underpinned the strength of the portfolio’s performance. Amazon 
(AMZN) had a stellar month as the spread of COVID-19 spurred on activity for 
the mega-retailer. Meanwhile, Square (SQ) and Docusign (DOCU), two of our 
recent additions to the portfolio, have benefitted from the accelerated shift to 
digital payments and work-from-home trends.

Taiwan Semiconductor Manufacturing (TSM) soared 39% as the microchip 
maker, which produces on behalf of AMD, gained from a setback experienced 
by Intel (INTC). The company’s rival has delayed the release of its next-
generation 7nm microchips.

In what were similar circumstances, Intuitive Surgical (ISRG) leapt 20.3% in 
the wake of competitive dynamics in its own marketplace. Johnson & Johnson 
and Alphabet have pushed back the start date for human trials of their surgical 
robot until at least 2022, providing ISRG more scope to entrench its industry-
leading position. 

Elsewhere, there was a gain of 0.7% for the portfolio arising from the ‘bull call’ 
spread on the AUD/USD exchange rate. With the USD/AUD rate decreasing 
from 1.4486 to 1.3999 throughout July, the rising Australian dollar meant that 
the call options we bought with a $0.72 strike price delivered portfolio gains. 
The profits outweighed a negligible loss arising from the call options we sold 
with a strike price of $0.77. 

The above hedging strategy will remain in place until December, 2020, and is 
designed to mitigate our forex exposure. Nonetheless, our USD cash holdings 
were still weighed down by forex movements. This represented a drag on NAV 
of 3.5% for the month.

Realised losses were 2.5% of NAV from the start of July, all attributed to forex. 
Unrealised income represents approximately 11.6% of the portfolio NAV as at 
the end of July.

With the Nasdaq posting another series of all-time highs on the back of 
blowout mega-tech earnings, we expect to see some support for the big-
name stocks throughout August. We have also navigated what loomed as a 
potentially ‘tricky’ reporting season, with the US yet to pass its new stimulus 
measures. We remain patient and expect the market to grind higher amid low 
interest rates and ongoing government support.

Index
July 

Performance
YTD 

Performance

Dow Jones 2.4% -7.4%

NASDAQ 6.8% 19.8%

S&P 500 5.5% 1.3%

Global Growth 
Portfolio 3.9% 16.73%

Performance:

Top 10 Holdings:

Code
Company 

Name Weighting %

PYPL PayPal 5.82%

AMZN Amazon 5.56%

V Visa 5.12%

CME CME Group 4.93%

ADBE Adobe 4.86%

ISRG Intuitive Sur 4.51%

SQ Square 4.49%

BABA Alibaba 3.82%

GOOGL Alphabet 3.79%

MMM 3M 3.74%
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Australian
MICHAEL SMITH
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Australian Yield Portfolio

The portfolio NAV rose 2.7% in July, well in excess of the 0.5% for the 
benchmark ASX 200. In addition, portfolio NAV has now grown across four 
consecutive months.

Gains in the portfolio were largely fuelled by three key positions – Hub24 
(HUB), up 43.4%, Baby Bunting (BBN), up 8.1%, and Telstra (TLS), up 7%. 

During the month, Hub24 announced a record June quarter and record annual 
inflows for FY20. Funds Under Administration (FUA) increased 34% to $17.2 
billion at EOFY, while annual net inflows surged 27% to $4.95 billion. Hub24 
has shown an ability to win business and on-board more clients amid the 
tough economic conditions, which we take great confidence in.

Meanwhile, in its FY20 results update, Baby Bunting unveiled pro forma 
EBITDA of between $33 million and $34 million, representing growth of 22-
25%. In our view, the company has managed its operations remarkably well 
amid COVID-19, with sales higher by 12% on the prior corresponding period. 

Online sales have proven to be the real driver for Baby Bunting’s growth. 
While the retailer’s stores will remain open during stage four restrictions in 
Melbourne, its online store could capture sales from competing retailers that 
have a less-developed e-commerce offer.

Several of our hybrid positions were closed out, however, we opted to 
increase our holdings in Wesfarmers (WES), ANZ (ANZ), A2 Milk (A2M), HUB 
and BBN. In the case of HUB and BBN, we added to our existing holdings 
before each company provided their FY20 results. We also took a position in 
Magellan Financial Group (MFG) following its positive announcement early in 
the month showing net inflows of $249 million.

Melbourne lockdown measures will once again be a watch-point as far as 
we’re concerned. We may see some impact on our bank holdings as a result 
of the dire unemployment situation in Victoria. This could also be reflected in 
upcoming earnings from the Big Four. However, we remain upbeat about our 
other holdings, which either have operations spread geographically in other 
regions, thus mitigating the impact of the Melbourne lockdown, or those we 
believe have defensive business models in the current COVID climate.

AFIQ MALEK
Research Analyst and 
Senior Client advisor

Performance:

Top 10 Holdings:

Index
July 

Performance
YTD 

Performance

ASX 200 0.50% -11.3%

ALLORDS 0.90% -10.9%

Aus Yield 
Portfolio 2.7% -10.9%

Code
Company 

Name Weighting %

HUB Hub24 10.06%

WES Wesfarmers 7.43%

ANZ ANZ Bank 7.20%

CBA Comm Bank 6.86%

BBN Baby Bunting 6.66%

KKC KKR Credit 5.27%

CBAPD CBA Note 4.69%

A2M A2 Milk 3.74%

MQGPD MaquarieNote 3.71%

TCL Transurban 3.10%
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Hub 24 - Super

Balanced Portfolio

The portfolio gained 2.8% last month, compared with a 0.5% rise in the ASX 
200. 

Afterpay (APT) provided yet another strong result for the portfolio, with the 
BNPL fintech increasing by 12.4% across the month. Despite the company’s 
co-founders selling down a portion of their stake as part of an $800 million 
capital raise, the share price has traded with resilience, often tracking the 
overnight lead from the Nasdaq. The company’s investor presentation also 
laid out its growth trajectory, which we think will shine brightly come earnings 
later this month, even in light of the lofty valuation.

Meanwhile, Coles (COL) has shown its attractive defensive attributes. The 
stock gained 5.8% last month and hit all-time highs as it plays a central role 
in providing critical food supply to Melburnians in lockdown. The latest spate 
of panic buying leading into August should help reinforce Coles’ like-for-like 
sales growth when it reports in mid-August.

As we discussed in last month’s report, Electro Optic Systems (EOS) won 
a new defence force contract. The news helped power its shares higher by 
18.4%, making it one of our best-performing shares in July.

The strength of iron ore prices drove the share price of Fortescue Metals 
(FMG) higher by 25.7%. Record shipments of iron ore helped support the 
move. We believe we are seeing a significant shift in funds from banks and 
telcos to resources as the major blue-chip stocks on the ASX. With iron ore 
holding its value well in excess of US$100/tonne, our outlook for the iron ore 
miners, including Rio Tinto (RIO), remains positive. 

Our positive stance on resources stocks extends to gold miners like Saracen 
(SAR), where the gold price has topped US$2000/oz. For the time being, 
we are comfortable with the allocation of our gold holdings, however, we 
may look at further opportunities to add more gold exposure if heightened 
volatility returns.

One other stock that we will be watching closely for a potential buying 
opportunity is CSL (CSL). Its share price has cooled due to the rallying 
Australian dollar. From current levels, there might be an attractive entry 
point, albeit we will scrutinise upcoming earnings closely. On this point, 
we expect to make some adjustments to the portfolio in response to FY20 
earnings season, but we anticipate the holding pattern to continue for the 
broader market.

Performance:

Top 10 Holdings:

Index
July 

Performance
YTD 

Performance

ASX 200 0.50% -11.3%

ALLORDS 0.90% -10.9%

Balanced 
Portfolio 1.2% -3.01%

Code
Company 

Name Weighting %

MGG Magellan Trus 5.8%

APT Afterpay 5.3%

Cash Cash 4.8%

NABPD NAB note 3.8%

HM1 Hearts & Min 3.8%

MHH Magellan 3.4%

CBAPE CBA Note 3.4%

BHP BHP Group 3.0%

NABPE NAB Note 2.9%

CBA Comm Bank 2.9%

DANIEL WONG
Research Analyst

ALEX NEGROH
Research Analyst
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Hub 24 - Super

DANIEL WONG
Research Analyst

Growth Portfolio

The portfolio gained 3.2% last month, outperforming not just the ASX 200, 
up 0.5%, but also the Balanced Portfolio.

One of the fundamental drivers of the outperformance was the higher 
allocation of the portfolio assigned to Fortescue Metals Group (FMG). 

Given the stock soared 25.7% in July, setting a series of all-time highs, our 
heightened exposure has rewarded us well. With net debt at just US$300 
million, we anticipate a bumper dividend from the company when FMG hands 
down its FY20 results in late August. The stock has continued to rise since the 
end of July, which also positions us well for the current month.

We saw Jumbo Interactive (JIN) pare some of its losses from a poor June. The 
stock jumped 13.6% last month, however, with the price now holding here, 
we may look to exit in light of other opportunities. Should we do so, we would 
look to divert funds into stocks that offer greater international exposure, 
which is where we see more growth coming from as overseas economies 
push ahead with their recoveries. 

As we saw significant buying interest in the BNPL stocks last month, our 
holdings in Zip Co (Z1P) helped provide additional growth exposure to the 
portfolio. The stock rose 8.4% last month, and while the market took the 
opportunity to sell into one of the company’s trading updates, we believe 
there is still upside to come once the integration and realignment of its US 
acquisition (QuadPay) picks up momentum.

We have been somewhat disappointed with our holdings in the Magellan LITs 
(MHH and MGG), which have tracked fairly steady in recent months and well 
off their pre-COVID highs. However, despite the subdued trading action, we 
are not concerned by their performances as the underlying assets here are 
fantastic. For example, these LITs hold Visa, Mastercard, Apple, Alphabet 
and Facebook among others, which have all performed well. Unfortunately, 
currency exposure has hurt us thus far, with the Australian dollar rising 
strongly. Given time, we expect to see the AUD/USD weaken, which would 
push these assets north.

From here, markets enter earnings season with low expectations. We see 
various opportunities for upside risk among growth stocks or those in 
industries that have fared well during COVID, such as tech, online retail, 
health care and resources.

ALEX NEGROH
Research Analyst

Performance:

Top 10 Holdings:

Index
July 

Performance
YTD 

Performance

ASX 200 0.50% -11.3%

ALLORDS 0.90% -10.9%

Growth 
Portfolio 0.4% -9.29%

Code
Company 

Name Weighting %

MGG Mag Trust 5.1%

MHH Mag Trust 4.9%

CBAPE CBA Note 4.1%

HM1 Hearts & Min 4.0%

FMG Fortescue 3.6%

COL Coles 3.3%

NXT Next DC 3.3%

TCL Transurban 3.2%

Cash Cash 3.1%

SAR Saracen 3.1%
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