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Early Take on the Australian Reporting 

Season 
 

 

• Negative sector trend remains with some reversals 

• The Top 10 positive earnings surprises  

• Quality outperforms and no short squeeze 

 

 

 

 

Sector Themes - Sanguine Trend Remains With Some  

Trend Changes 

At the end of July, a number of earnings trends were in place for the S&P/ASX 300 Index 
(the Index). As shown in Figure 1 below, expectations for earnings for the next 12 months 
was –6.4%1. Fast forward to 25 August and with reporting season largely completed,  the 
Index posted only a minor deterioration in earnings of  -0.1%. While the next aggregate 
change has been a small negative, some of  the sector trends have changed.  

The positive trends in Industrials, Consumer Staples, Communications Services and Real 
Estate turned negative, whilst the previously negative trends in Energy and Materials 
turned positive.  

 

 

Figure 1: Earnings Per Share (EPS) Trends - YTD and During August 2023 Reporting Season 

 
Earnings Trend YTD2 
(Prior to August 2023) 

Reporting season Earnings Trend  
(31 July 2023 to 25 August 2023) 

Change in Earnings 
Trend  

S&P/ASX 300 Index -6.4% -0.1%  

Utilities  33.3% 4.5%  

Industrials  14.1% -0.9% Yes 

Health Care  7.1% 1.9%  

Consumer Staples  3.8% -3.3% Yes 

Consumer Discretionary  3.4% 0.7%  

Communication Services  1.6% -1.8% Yes 

Real Estate  1.5% -0.7% Yes 

Financials  -3.6% -0.6%  

Materials  -8.4% 0.8% Yes 

Energy  -33.9% 0.1% Yes 

Information Technology  -43.8% -2.4%  

 

Source: FactSet, State Street Global Advisors as at 25 August 2023. The underlying earnings data is sourced from FactSet and represents market cap 

weighted returns and EPS for the representative indexes. EPS trends YTD (Prior to August 2023) represent the % change in forecast EPS estimates for the 

next 12 months from 31 December 2022 to 31 July 2023. The Reporting season earnings trend represents the % change from 31 Jul y 2023 to 25 August 

2023. Change in trend reflects a change in sign of the EPS trends be tween these two periods. Past performance is not a reliable indicator of future 

performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income, gain and loss 

and the reinvestment of dividends and other income as applicable. 
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The Most Positive Earnings Reactions Were Diverse   

Figure 2 below highlights some of the biggest reactions to the earnings announcements in August 2023. We calculate an 
“earnings return” for the stock from 1-day before the earnings announcement to 2-days after the earnings announcement.This 
measure is designed to capture the market assessment of  all the information contained in the earnings release. Other key 
items beyond earnings may include company forward guidance, comments f rom management about the operating 
environment, competition, cash flow, dividends etc. It is also designed to capture the extent to which the market was surprised 
by the result.  

Companies with the largest positive surprises during reporting season came from a wide range of sectors and exhibited many 

dif ferent f inancial characteristics 

Figure 2: Top 10 Positive Earnings Surprises During August 2023 Reporting Season 
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30.7 Altium Information 
Technology 

6,114 15.5 -3.0 1.0 56.9 20.5 3.3 

15.3 James Hardie 
Industries 

Materials 19,304 23.8 0.6 1.2 19.2 20.0 1.9 

13.8 IDP Education Consumer 
Discretionary 

6,482 10.3 -1.7 1.1 50.4 50.1 15.5 

13.4 Goodman Group Real Estate 42,235 18.7 2.4 1.0 25.1 11.2 2.2 

13.2 AMP Limited Financials 3,484 -6.1 
 

1.1 10.8 10.6 3.5 

8.7 Carsales.Com Communication 
Services 

10,399 21.3 -0.8 1.2 28.1 13.9 1.6 

8.2 Qube Holdings Industrials 4,768 -1.3 5.9 1.1 28.5 
 

4.5 

7.7 Domino's Pizza Consumer 
Discretionary 

4,279 46.4 2.8 0.6 34.7 15.8 13.0 

7.6 Cochlear Health Care 17,475 21.0 -0.8 1.0 46.2 15.5 4.5 

5.3 Northern Star 
Resources 

Materials 12,081 20.4 0.1 0.6 23.7 
 

2.6 

 

Source: FactSet, State Street Global Advisors as at August 2023. We calculate an “earnings return” the return for the stock f rom 1 day before earnings 

announcement to 2 days after the earnings announcement. This information should not be used or construed as an offer to sell, a solicitation of an offer to 

buy, or a recommendation for any security. Past performance is not a reliable indicator of future performance. The stocks mentioned are not necessarily 

holdings invested in by SSGA. References to specific company stocks should not be construed as recommendations or investment advice. The statements 

and opinions are subject to change at any time, based on market and other conditions.  

 

Key Themes 

Quality Outperformed in August 

 
To explore the performance of various financial themes during reporting season, we expand the analysis to the full S&P/ASX 
300 universe. In Figure 3, we examine the S&P/ASX 300 universe to explore the themes that dominated during reporting 
season. We calculate average performance of  various sectors to see if  any stand out.  



Market Insight     August 2023 
 

3 

 

 

Many of the characteristics we observed in August were consistent with investor preferences during down markets. Larger 
capitalised stocks outperformed smaller capitalised stocks and higher risk stocks underperformed lower risk stocks. Quality as 
measured by higher return on equity for the last 5 years and lower net debt / EBITDA outperformed in August.  

Companies with higher long term growth expectations outperform companies with lower long term growth expectations. More 
expensive companies as measured by the price-to-earnings ratio outperform cheaper more “value” companies in August.   
 

No Short Squeeze This Reporting Season 
 
In past reporting seasons, we sometimes observed the most shorted securities outperforming the least shorted. We did not 
observe this during the August period. Figure 3 highlights the average return for highest short interest securities 
underperforming (-2.7%) the least shorted interest securities (-1.9%) as a % of  average daily volumes.    

 

Figure 3: Thematic Performance During August 2023 Reporting Season 

Themes Description Average return 
for top 20% 

Average return 
for bottom 20% 

Return spread 
(Top - Bottom) 

Larger Size Market capitalisation -3.8% -7.0% 3.2% 

Higher ROE Return on Equity - last 5 years -1.4% -5.6% 4.2% 

Higher Debt/ EBITDA Net Debt / EBITDA -3.7% -1.3% -2.4% 

Higher Risk (Beta) 3 year Beta (historical) -6.6% -3.4% -3.2% 

Higher Price Earnings Price earnings ratio ( NTM) -1.4% -6.2% 4.8% 

Higher Long Term Growth  Long term Growth (LTG) -4.4% -5.6% 1.2% 

Higher Short Interest Short Interest % of  ADV -2.7% -1.9% -0.8% 

 

Source: FactSet, State Street Global Advisors. Methodology: for each characteristic we sort from largest to smallest and calculate the average return for the 
top quintile (20%) of the stocks and the average return for stocks in the bottom quintile. The dif ference between top/bottom quintiles is shown in the last 

column. For example, we calculated the average return during August for the top 20% of stocks by market capitalisation ( -3.8% for large cap), the average 
return for the bottom 20% (-7.0% for small cap), and the difference (+3.2%). On average, larger capitalised stocks outperformed smaller capitalised stocks. 

We apply this ranking and return calculations across the various financial metrics displayed. Past performance is not a relia ble indicator of future performance.   

 

 

Bottom Line 

The August reporting season has seen a wide range of  results with some key trend reversals. Of  the two largest index 
components Financials remained marginally negative while Materials saw a small positive reversal in August. Most of  the 
intra-market themes have been inf luenced by the negative market environment in August.  
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Footnotes 
1 Source: FactSet, State Street Global Advisors. Data from 31 December 2022 to 31 July 2023. 

2 Earnings season is always a rich source of information for investors. While many focus on the reported results we are more interested in 

company forward guidance. As companies update investors on their operating environment and provide some guidance the investme nt 

analyst community adjust their forecasts for the company’s future earnings We can capture the changes in these trends by looking at the 

changes in the 12 month earnings per share forecasts. 

 

 

Important Disclosures 

Issued by State Street Global Advisors, Australia, Limited (AFSL Number 238276, ABN 42 003 914 225) (“SSGA Australia”).  Registered 

office: Level 14, 420 George Street, Sydney, NSW 2000, Australia · Telephone: +612 9240-7600 · Web: ssga.com. 

The views expressed in this material are the views of Bruce Apted, Head of Portfolio Management Austr alia, Systematic Equity - Active Team 

through the period ended 26 August 2023 and are subject to change based on market and other conditions. The information provided does 

not constitute investment advice and it should not be relied on as such.  

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy is not  

guaranteed.  There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability  for, decisions based 

on such information and it should not be relied on as such.  

Investing involves risk including the risk of loss of principal.  

Equity securities may fluctuate in value and can decline significantly in response to the activities of individual companies and general market 

and economic conditions. Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuat ion in currency 

values, withholding taxes, from differences in generally accepted accounting princi ples or from economic or political instability in other nations.  

The information provided does not constitute investment advice and it should not be relied on as such.  It should not be considered a solicitation 

to buy or an offer to sell a security. It does not take into account any investor's particular investment objectives, strateg ies, tax status or 

investment horizon.  You should consult your tax and financial advisor. 

All the index performance results referred to are provided exclusively for comparison purposes only. It should not be assumed  that they 

represent the performance of any particular investment. Because of their narrow focus, sector investing tends to be more volatile than 

investments that diversify across many sectors and companies. 

The trademarks and service marks referenced herein are the property of their respect ive owners. Third party data providers make no 

warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liabil ity for damages 

of any kind relating to the use of such data. 

This document may contain certain statements deemed to be forward -looking statements. All statements, other than historical facts, contained 

within this document that address activities, events or developments that SSGA expects, believes or anticipates will or may o ccur in the future 

are forward-looking statements. These statements are based on certain assumptions and analyses made by SSGA in light of its experience 

and perception of historical trends, current conditions, expected future developments and other factors it believes are appropriate in the 

circumstances, many of which are detailed herein. Such statements are subject to a number of assumptions, risks, uncertainties, many of 

which are beyond SSGA’s control. Please note that any such statements are not guarantees of any  future performance and that actual results 

or developments may differ materially from those projected in the forward -looking statements.  

This material is general information only and does not take into account your individual objectives, financial situat ion or needs and you should 

consider whether it is appropriate for you.  

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third par ties without SSGA 

Australia’s express written consent. 

© 2023 State Street Corporation. All Rights Reserved.  

5916634.1.1.ANZ.RTL  

Expiry Date: 31/08/2024 


