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WHATS HAPPENING IN THE MARKETS

Record breaking streak 
set to roll on after another 
bumper earnings season
Earnings season hasn’t just met expectations, it has set up 
markets for a series of new all-time highs - and there may be 
more to come

As we entered earnings season, investors already signalled 
high hopes for some of the biggest companies across the 
market. With the majority of companies, at least in the US, 
now having delivered their earnings, we can take heart in the 
strength of the results unveiled. 

A similar story is now unfolding across the ASX as well, and it 
is giving rise to surging investor sentiment and new records 
for the local stock market.

Banks, pharma and tech define US earnings

The four largest consumer banks in the US kicked off earnings 
season with impressive numbers. Each of Bank of America 
(BAC), JPMorgan Chase (JPM), Citi (C) and Wells Fargo (WFC) 
topped forecasts. Combined, these names declared US$33 
billion in profits, with the US economy rebounding on strong 
consumer activity.

A year ago, banks feared the worst and made enormous 
provisions for loan losses. However, these provisions have 
now been unwound as the economic recovery has fared 
better than anyone could have anticipated.

Lending activity is also starting to pick up once again, 
prompting confidence the US can avoid the prospects of 
a double-dip recession, particularly as the Delta variant 
spreads across the country.

The Delta variant is also affecting a different segment 
of the market, with pharma giants such as Pfizer (PFE), 
Moderna (MRNA) and BioNTech (BNTX) among those 
leveraged to upside controlling the virus. 

Demand for vaccines underpinned significant results for 
these companies, with billions in sales recorded, and even 
more locked in for next calendar year.

Revenue is being driven by advance orders for booster 
shots, with experts now edging towards recommending 
individuals opt for a third shot for protection. 

At the same time, negative sentiment towards the 
Astrazeneca vaccine, and even Johnson & Johnson’s (JNJ) 
shot have fuelled demand for the vaccines produced by 
Pfizer and Moderna.

Numbers from Pfizer (PFE) pointed to US$7.8 billion in 
COVID vaccine sales in the June quarter alone, while it 
expects US$33.5 billion across the full year. Moderna has 
guided for more than US$19 billion in sales for its vaccine 
shots in 2021.

With results exceeding all expectations, the sector is 
seeing broad-based money-flow. These names are now 
at clear all-time highs, while money is flowing into other 
companies in this segment as biotech becomes ‘hot’ once 
again.

Elsewhere, mega-tech showcased significant growth 
numbers yet again. It was another sign of how pivotal this 
sector is in driving the economic recovery across the US 
and the rest of the world.

Apple (AAPL) posted US$40 billion in sales across the 
quarter, with the company seeing strong demand come in 
not just from local customers in the US, but also from the 
likes of China and other key geographic markets. Growth 
is strong across each of its key segments, illustrating the 
company is seeing traction beyond its flagship iPhones 
and also across wearables, iPads, software and services.

Amid the boon in remote work and cloud computing, 
Microsoft (MSFT) is still recording massive growth 
numbers across its most important divisions. Azure is 
the clear driver, with 51% growth the best result since 
Microsoft’s fiscal third-quarter from 2020.

MICHAEL SMITH
Head of Research and 
Senior Investment advisor
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WHATS HAPPENING IN THE MARKETS

With revenue of US$46.2 billion in the quarter, up 21% versus 
a year ago,  and net income of US$16.5 billion, up 47% versus 
a year ago, the critical point here is the pace at which the 
company’s margins are appreciating and contributing to the 
bottom line.

Meanwhile, Alphabet (GOOGL) and Facebook (FB) are seeing 
the benefits flow through of a return to digital advertising, 
particularly as businesses across the country sought to 
reconnect with customers following the lifting of lockdown 
measures and other restrictions.

It was a slightly different set of numbers for Amazon (AMZN), 
with the e-commerce giant seeing its growth moderate 
somewhat as the economy opened up. 

However, the numbers were still indicative of widespread 
growth, and the reaction to these strong numbers seemed 
unwarranted given the strength of the company’s most-
profitable segment, AWS, which actually accelerated during 
the quarter and is now contributing a stronger portion to the 
company’s bottom line.

Resources and banking lead the economic recovery in 
Australia

While we are still in the midst of the early stages of the ASX 
reporting season, results thus far have underpinned exactly 
why the local market has finally started to pick up momentum 
and hit its straps.

If there has been one area lagging thus far it would be the 
performance of industrials, with the likes of Cimic Group 
(CIM), Aurizon Holdings (AZJ) and Transurban (TCL) seeing a 
soft reception on the back of their results. However, the drive 
to more ‘attractive’ sectors with tailwinds in their favour is a 
sign the market frenzy may well have further to play out.

In the iron ore space, Rio Tinto (RIO) delivered an exceptional 
set of numbers, with H1 underlying earnings up 156% to 
US$12.17 billion. The standout figure, however, was the 
company’s monster dividend, at US$5.61 per share.

China’s infrastructure activity has fuelled the gains in this 
sector, with its demand for iron ore ever-present, and 
supply issues out of Brazil only exacerbating the situation. 
Rio realised an average price for iron ore of US$168.40 per 
dry metric tonne, which is nearly double that of the prior 
corresponding period.

Other names in this sector are also on track to notch up 
records. Mineral Resources (MIN) has followed suit with 
its own bumper dividend, while the likes of BHP (BHP) 
and Fortescue Metals (FMG) are expected to reward 
shareholders handsomely, even as each of them reinvest 
for new growth priorities in these boom times.

Among insurers like Suncorp (SUN) and Insurance 
Australia Group (IAG), we have seen resilient results 
despite the many headwinds as far as extreme weather 
events and business interruption claims weighing on their 
headline figures.

In the case of Suncorp, the business not only beat market 
expectations, but it declared a special dividend and even 
unveiled a share buyback.

However, the blowout numbers delivered by 
Commonwealth Bank (CBA) have been one of the most-
telling signs about the strength of the broader Australian 
economy and share market. 

The nation’s leading bank reported a 19.8% rise in cash 
profit to $8.65 billion, affording it the scope to return 
nearly $10 billion to shareholders. Alongside lifting its 
dividend back to pre-pandemic levels, it will also run a $6 
billion off-market share buyback, underpinned with more 
than $2 billion in franking credits.

Citing a favourable housing market, significantly lower-
than-expected loan impairments, and lending strength 
across retail and business channels, the bank is seeing 
the full effects of an economy that roared to life in the 
financial year. 

Although the picture has since deteriorated and become 
murky, CBA expects the economy to rebound quickly in 
the final quarter of the year once vaccination rates have 
picked up and lockdowns are lifted.

Mike Smith
Managing Partner
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PORTFOLIO REVIEWS

International

MICHAEL SMITH
Head of Research and 
Senior Investment advisor

International Growth Portfolio

Throughout July the Growth Portfolio delivered a strong return of 3.2%, 
with NAV increasing on the back of robust results handed down in the latest 
earnings period. In comparison, the S&P 500 climbed 2.3%, the Nasdaq 
gained 1.2%, and the Dow Jones advanced 1.3%, resulting in an encouraging 
outperformance. 

Big tech played a central role in driving the performance of the Portfolio last 
month, with the likes of Apple (AAPL), Alphabet (GOOGL) and Microsoft 
(MSFT) all faring very well. The trio delivered exceptional earnings results 
in July, with growth again hitting levels that show why these companies are 
equipped to thrive in any environment. 

There were also strong contributions from other names including Target 
(TGT), Costco (COST), Intuitive Surgical (ISRG) and Atlassian (TEAM). In 
the case of Atlassian, its results and outlook both topped expectations, with 
revenue up nearly 30% to US$559.5 million.

There were some disappointments across the Portfolio, with Palantir (PLTR) 
and Alibaba (BABA) having the biggest detrimental impact last month. 

We are still upbeat about the long-term prospects of the duo, with Palantir 
adding to its core Foundry platform, and also extending its vaccine distribution 
work with the U.S. Department of Health and Human Services. Meanwhile, we 
see the political uncertainty affecting Alibaba as a short-term impact, with the 
stock currently looking cheap given its growth trajectory.

For the second month in a row we benefitted from foreign exchange 
movements. The US dollar gained ground against the Australian dollar, lifting 
from 1.3335 to 1.3615. With lockdowns in Australia looming as a drag on the 
local economy, we anticipate the US dollar may remain firm across the near-
term.

With no trades made last month, we are currently tracking unrealised gains 
across the Portfolio. These represent approximately 21.7% of closing Portfolio 
NAV, which is higher than the 18.5% recorded at the end of June.

The results seen during the most-recent earnings season have provided a 
solid base for the market to continue its ascent. While there have been some 
notes of caution around a potential slowdown in growth, both the economic 
backdrop and fiscal policy narrative remain accommodative for growth assets. 
With this in mind, we intend to retain our current holdings, although we will 
remain responsive should conditions necessitate any changes.

Index
July 

Performance
2021 

Performance

Dow Jones 1.3% 14.1%

NASDAQ 2.8% 16.1%

S&P 500 2.3% 17.0%

Global Growth 
Portfolio 3.2% 15.8%

Performance:

Top 10 Holdings:

Code
Company 

Name Weighting %

MSFT Microsoft 6.9%

AAPL Apple 6.3%

GOOGL Alphabet 5.4%

COST Costco 5.4%

PG P & G 4.4%

TGT Target 4.3%

ISRG Intuitive 4.0%

BRKB Birkshire 4.0%

V Visa 3.7%

HD Home Depot 3.7%

George Wong
Senior Financial advisor
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Hub 24 - Conservative

Conservative Portfolio

Our Conservative Portfolio delivered the best returns of our Portfolios in July, 
with NAV growing by 1%, broadly in line with the 1.1% rise for the ASX 200.

As was a consistent theme throughout our Portfolios, iron ore names in 
BHP (BHP) and Rio Tinto (RIO) delivered solid NAV growth thanks to strong 
tailwinds in play. Not only is the price of iron ore still sitting at elevated levels, 
but we are starting to see the results of this industry dynamic unfold before 
us. In particular, this means sizeable dividends that will provide a solid base 
for the Portfolio.

Newcrest Mining (NCM), with a gain of 4.8% was another strong contributor 
for the Conservative Portfolio. Precious metal prices fared well in July, 
providing an encouraging backdrop for the gold producer. What’s more, the 
company is among the more resilient miners in the gold sector, and in our 
view it is better equipped to ride out some of the volatility in this space.

Our exposure to Hearts and Minds (HM1) served us very well throughout the 
month of July, with the stock lifting 5.3%. The firm’s June Investment Update 
read well in our view, with a strong investment performance showing returns 
of 7.3% the month prior. We like the international exposure on hand here, 
which allows us to gain access to some US-based names without undue risk.

The Vanguard Australian Government Bond Index ETF (VGB) provided a solid 
source of income last month, alongside modest capital appreciation. Bond 
exposure is an integral part of the Conservative Portfolio, so we are pleased 
to see this contributing as we intend.

While our exposure to funds has been beneficial to the Conservative Portfolio 
in recent months, the performance of the Ophir High Conviction Fund (OPH) 
and KKR Credit Income Fund (KKC) throughout July weighed on overall 
Portfolio NAV.

We also booked our long-term profits in Hub24 (HUB) after the wealth 
management platform had a disappointing month. As we believe the stock 
may have limited upside from its June high, we have looked to redeploy 
funds elsewhere, predominantly in managed funds, as well as the NB Global 
Corporate Income Trust (NBI). 

These opportunities are more commensurate with our target objective of 
the Portfolio, including more stable levels of capital growth and generating 
sustainable income. With our Portfolio better reflecting our target objective, 
attention will now shift to earnings season for our blue-chip names, but we 
expect these stocks to hold up well.

Performance:

Top 10 Holdings:

Index
July 

Performance
2021 

Performance

ASX 200 1.1% 12.2%

ALLORDS 1.0% 11.9%

Conservative 
Portfolio 1.0% 7.9%

Code
Company 

Name Weighting %

NABPD NAB Note 7.3%

MQGPC Mac Note 7.3%

CBAPD CBA Note 6.8%

CBAPH CBA Note 6.8%

VGB Gov Bond 6.4%

CBA Comm Bank 4.4%

KKC KKR Credit 4.4%

HM1 Hearts & M 4.1%

BHP BHP Group 4.0%

MQG Mac Group 3.9%

MICHAEL SMITH
Head of Research and 
Senior Investment advisor

George Wong
Senior Financial advisor
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Hub 24 - Balanced

Balanced Portfolio

The month of July saw NAV of the Balanced Portfolio ease by 0.1%, which was 
in contrast to a gain of 1.1% across the ASX 200.

Underperformance was largely off the back of some weakness among our 
buy-now pay-later companies, as well as the performance of our Asian 
equities, which we have exposure to through the Betashares Asia Technology 
Tigers ETF (ASIA).

In particular, ASIA tumbled 12.5%, which was a significant drop for an 
exchange traded fund. The move was sparked by increasing levels of 
regulatory scrutiny and political jostling in China around the country’s tech 
giants, with investor sentiment diminishing even towards stocks that have 
largely been unaffected by the changes.

We have been watching these positions closely and will look to make an 
adjustment where necessary. In the meantime, however, the companies 
within this ETF look very cheap in our view, and it is our belief they are ripe 
for share price growth. With this in mind, we are giving the ASIA ETF some 
leeway in terms of performance, as we expect the market to catch up to the 
underlying opportunities at hand.

Back on the topic of our BNPL stocks, Afterpay (APT) was a drag on the 
Portfolio throughout July. Although that result has dampened our NAV, the 
stock has since soared more than 40% following a takeover approach from 
US payments disruptor Square (SQ), which values the Australian company at 
$39 billion.

In light of the proposed transaction, which would see us attain shares in 
Square, we are discussing our course of action here. Given our holding has 
fundamentally changed, we are evaluating whether we hold onto some, all or 
none of the Square shares that would be distributed as part of the deal. 

Elsewhere, Rio Tinto’s (RIO) performance for the month did us a great 
service, sparked by an exceptional report. The iron ore major announced 
a record dividend of nearly $8 per share, which was well beyond our 
expectations, as well as that of the broader market. Some heat has come out 
of the iron ore sector in the last fortnight or so, but we are happy holding this 
position on account of the underlying strength of its financials and the lofty 
yield.

As the bulk of ASX reporting season nears, we expect lockdowns across 
the east coast may lead to a number of companies withholding forecasts. 
However, at the top-end of the market, among the resilient names, there are 
still sufficient catalysts for the market to edge higher.

Performance:

Top 10 Holdings:

Index
July 

Performance
2021 

Performance

ASX 200 1.1% 12.2%

ALLORDS 1.0% 11.9%

Balanced 
Portfolio -0.1% 5.9%

Code
Company 

Name Weighting %

BHP BHP Group 5.3%

MQGPC Mac Note 5.0%

CBA Commbank 5.0%

HYGG Hyperion 4.5%

KKC KKR credit 4.5%

FANG ETF 4.1%

CBAPH Comm Note 3.8%

WOW Wollies 3.7%

TGF Tribeca 3.4%

WBCPJ WBC Note 3.2%

DANIEL WONG
Research Analyst

ALEX NEGROH
Research Analyst
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Hub 24 - Growth

DANIEL WONG
Research Analyst

Growth Portfolio

While the ASX 200 advanced 1.1% last month, the Growth Portfolio delivered 
a return of just 0.1%, with NAV growth trailing the broader market amid 
exposure to the same areas that lagged within the Balanced Portfolio.

Expanding on that, it was the buy-now pay-later segment, as well as the ASIA 
ETF that weighed on overall growth across the Portfolio. 

Sentiment has shifted against Chinese equities on account of political risk, 
but we see this as temporary, with the attractive valuations of key names in 
this market likely to draw funds once things stabilise a little. 

BNPL firms had a tough month in July, but with Afterpay (APT) now the 
subject of a huge takeover bid, the sector is ripe for share price appreciation 
once again as other names become potential takeover candidates. In this 
sense, we see both areas of weakness last month as transitory.

Meanwhile, Cleanaway (CWY) has not had the start we would have liked, 
falling nearly 4% last month. We see this as a short-term problem, however, 
and still see strong prospects for the company. With that said, we will 
continue to monitor performance here to see if conditions force our hand.

Our iron ore stocks have done well for the Portfolio, even though prices for 
the commodity have been on the slide. BHP (BHP), much like its peer in Rio 
Tinto (RIO), had an exceptional month, gaining over 10%. The company is 
likely to declare record earnings and a bumper dividend.

BHP has also recently finalised a deal to supply Tesla with nickel. Although 
the deal is relatively immaterial in terms of the monetary contribution to the 
company, it does show the direction the company is headed, as well as the 
fantastic network that they have at hand.

Elsewhere, ResMed (RMD) had a stellar month, up 10%, while the likes of 
Goodman Group (GMG), Hearts and Minds (HM1) and Lynas Earths (LYC) 
all delivered strong returns. The latter surged 28.6% and touched its highest 
level in more than eight years on the back of a robust report showing record 
quarterly revenue.

We see market conditions looking favourable for growth names at the 
moment. The tech sector is buoyant, taking inspiration from M&A activity 
plus an elevated Nasdaq index, while names in the battery metals space have 
been buoyed by EV policy out of the US. This gives us confidence that the 
risk-on appetite for growth stocks is in full swing.

ALEX NEGROH
Research Analyst

Performance:

Top 10 Holdings:

Index
July 

Performance
2021 

Performance

ASX 200 1.1% 12.2%

ALLORDS 1.0% 11.9%

Growth 
Portfolio 0.1% 7.0%

Code
Company 

Name Weighting %

BHP BHP Group 5.1%

MQGPC Mac Note 5.0%

CBA Comm Bank 5.0%

FANG ETF 4.6%

HM1 H & M 4.6%

HYGG Hyperion 4.5%

RIO Rio Tinto 3.7%

XRO Xero 3.6%

TGT Tribeca 3.5%

CSL CSL Limited 3.5%
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