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Sector Earnings Decline Reinforces The 

Need For A Benchmark Unaware 

Approach  
 

 

 

Australian Company Earnings Have Diverged 
From Global Markets in 2023  
 
The Australian market has seen earnings downgrades of -7.2% in 2023 heavily influenced 
by the top 10 index weights. The downgrades in financial and material stocks have had a 
large impact on the overall Index due to the highly concentrated nature of the benchmark. 
In contrast the MSCI World Index (MSCI World) has seen small upward revisions of  
+3.7% in 2023 also driven by the top 10 mega cap names. Much has been written about 
the concentrated nature of the MSCI World but less has been discussed about the even 
more concentrated Australian market driving these outcomes.  
 

Figure 1. Earnings Per Share MSCI World & S&P ASX 300 

 
Source: Factset, State Street Global Advisors, analysts estimates’ for earning per share for the next 12 months 
(NTM) in local currency for both the MSCI World and the S&P ASX 300 Index. Both have been rebased to 100 at 

31 Dec 2022. 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. 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. 
 

 

“The large weights to Financials and Material companies have contributed 
to the negative earnings trend in 2023” 
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The top 10 names in Australia make up 46% of the S&P ASX 300 Index while the top 10 in the MSCI World only account for 
21% of  the market1. On this measure the Australian benchmark is more than twice as concentrated than the MSCI World.  
Moreover, this comes  at a time when the MSCI World is more concentrated than it has been for at least the last 3 decades. 
The extent of the Australian concentration is further exacerbated by the lack of  sector diversif ication across the 10 largest  
securities. Financials and Materials dominate the top index weights in the S&P ASX 300 Index. Shown in Figure 2, this means 
that when Financials and Materials are doing well, and the index is well placed, but equally when they face headwinds so too 
does the broader Index.   
Figure 2 below provides a breakdown of the top 10 names for the S&P ASX 300 Index and for the top 10 names for the MSCI 
World Index.   
 
Figure 2. Market concentration comparison Australian Vs MSCI World Index     

 
Top 10 names for S&P ASX 300 represents 47% of the Index  

Index  Weight % Name Sector 

11.2 BHP Group Materials 

8.1 Commonwealth Bank Financial 

5.8 CSL Health Care 

4.1 National Australia Bank Financial 

3.5 Westpac Bank Financial 

3.4 ANZ Group Financial 

2.8 Woodside Energy Group Energy 

2.8 Macquarie Group Financial 

2.8 Wesfarmers Consumer Discretionary 

2.2 Rio Tinto Materials 
 
Source: Factset, S&P ASX 300 Index weights as at 22 Nov 2023.  

 

Top 10 names for MSCI World represents 21% of the Index 
Index Weight % Name Sector 

5.25 Apple Information Technology 

4.66 Microsof t  Information Technology 

2.36 Amazon Consumer Discretionary 

2.10 NVIDIA  Information Technology 

1.44 Alphabet  Class A Communication Services 

1.32 Meta Platforms Class A Communication Services 

1.29 Alphabet Class C Communication Services 

1.17 Tesla Consumer Discretionary 

0.88 UnitedHealth Group  Health Care 

0.84 Eli Lilly  Health Care 
 
Source: Factset, MSCI World Index weights as at 22 Nov 2023.  

 

In contrast, the mega caps in the US have seen signif icantly positive earnings revision especially in Technology, 
Communication Services and Consumer Discretionary. The dominance of  the mega caps has hidden many of  the more 
negative trends which have been occurring across the rest of  the index.  
 
In Figure 3 we compare the trends across sectors for both the MSCI World Index and for the S&P ASX 300 Index. The theme 
of  negative EPS (Earnings Per Share) trends YTD for Financials, Materials and Energy have been consistent in both Australia 
and in the developed markets. Figure 3 highlights the strong Earnings Per Share (NTM) revisions for the developed markets 
across Communications, Discretionary and Technology.   
 
 
 
1
 As at the 22 Nov 2023. 
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Figure 3. Global and Australian Sector Earnings Trends YTD  
Sector S&P ASX 300 MSCI World  

Index weight YTD EPS trend Index weight YTD EPS trend 

Financials 27.98 -6.6% 14.91 -2.8% 

Materials 25.31 -8.2% 4.04 -11.6% 

Health Care 9.14 9.5% 12.19 0.1% 

Industrials 6.97 12.5% 10.77 4.7% 

Consumer Discretionary 6.98 5.7% 10.86 13.4% 

Real Estate 6.11 1.5% 2.34 -6.2% 

Energy 5.32 -34.2% 4.69 -15.1% 

Consumer Staples 4.23 2.0% 6.98 4.9% 

Communication Services 3.90 1.1% 7.37 18.4% 

Information Technology 2.61 -45.1% 23.21 11.1% 

Utilities 1.44 46.8% 2.64 8.2% 

 

Source: Factset, State Street Global Advisors, Index weight as at 22-Nov-2023, Year to date % change in analysts’ estimates for earning per share estimates 
for the next 12 months (NTM) from 31 Dec 2022 to 17 Nov 2023 in local currency for both the MSCI World and the S&P ASX 300 index.  

 
 

The Bottom Line 
 
Australian equity market has seen a negative earnings trend in 2023. The majority of this negative earnings trend is attribut ed 
to the concentrated weight in the domestic Banks and the Materials sector which have seen negative revisions this year. This 
highlights why a diversif ied, active and benchmark unaware approach has more relevance in the forward environment in 
Australia.    
In contrast, returns from the MSCI World have benefitted from concentration in the mega cap Technology and Discretionary 
sectors.     
Regardless of your geographic equity preferences, in an environment where the risks are rising it’s important to have a bias to 
quality and a decent exposure to defensive sectors which demonstrate more resilience in volatile equity markets as we 
approach 2024.    
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Important Disclosures 

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

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 Australia, Systematic Equity - Active Team 

through the period ended 24 November 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 fluctuation in currency 

values, withholding taxes, from differences in generally accepted accounting principles or from economic or political instabi lity in other nations. 

Investments in small-sized companies may invo lve greater risks than in those of larger, better known companies.   

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

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

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

All the index performance results referred to are provided exclusively for compari son 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 vola tile than 

investments that diversify across many sectors and companies. 

The trademarks and service marks referenced herein are the property of their respective 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 occur 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 situation 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 d isclosed to third parties without SSGA 

Australia’s express written consent. 
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