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Market Insights 

Australian equities closed the 2026 financial year with a subdued June, the S&P/ASX 200 returning 0.7% for the month and 
6.1% for the twelve months to 30 June 2026.  

Beneath that headline sat a sharp defensive rotation, as investors moved out of Resources and Energy following a tentative 
Iran-United States Memorandum of Understanding and eased geopolitical risk premia, and into Health Care, Consumer Staples, 
Consumer Discretionary and select Industrials that had been under pressure earlier in the year. 

The 2026 financial year was defined, more than most, by dispersion.  

• Materials returned 52.2% and Energy 13.3%, driven by strength in gold, copper and lithium prices.  

• At the other extreme, Health Care fell 36.2% and Information Technology fell 33.4%. Health Care was dominated by CSL, 
where competitive pressure in its Behring plasma business, an immunoglobulin inventory overhang, softer China demand 
for albumin, further write-downs of Vifor, and an abrupt CEO departure combined to derate the stock from above 35x P/E 
to closer to 12x.  

• In Technology, the perceived threat of AI disruption weighed on software-based businesses such as Xero, Wisetech, 
Technology One and Life360, and by extension on Communications names including REA, Car Group and Seek. 

Commodity markets set the tone.  

Gold peaked near US$5,400 an ounce in January 2026 and eased to around US$4,000 by June end, still a 21% financial-year 
gain, as US rate expectations pivoted from cuts to hikes under new Federal Reserve Chair Kevin Warsh and higher inflation 
from a surging oil price. Copper rose more than 35% to US$13,375 a tonne, supported by data-centre, electric-vehicle and 
grid-infrastructure demand. 

Lithium remained volatile: prices were supported through much of the year by the temporary closure of CATL's Jianxiawo mine, 
before selling off in June on the announced restart. Oil fell 18.1% in June alone as the Iran-United States peace framework 
raised expectations that the Strait of Hormuz would revert to normal shipping traffic. 

Domestically, the Reserve Bank held the cash rate at 4.35% following three consecutive hikes, retaining a hawkish bias while 
flagging data dependence. Governor Michele Bullock reiterated that the Bank stands ready to tighten further if required to return 
inflation to the target band.  

The Fair Work Commission delivered an award wage increase of roughly 5%, and the ongoing impact of the Federal Budget 
tax changes has begun to show in the housing market, with dwelling prices declining 0.4% in June and ending three years of 
consecutive gains.  

Unemployment improved to 4.4%, though the broader 2026 trend still points modestly higher. 

Small caps lagged the broader market. The S&P/ASX Small Ordinaries fell 2.0% in June, reversing two months of 
outperformance, with Small Resources down 13.4% amid the commodity retracement. Small Industrials, by contrast, gained 
3.9% on the same easing in geopolitical risk, with retailers, builders and technology names leading.  

Globally, the S&P 500 declined 1.1% as the AI-led momentum trade paused after several months of strong gains. 

In our view, the June rotation is a useful reminder that leadership in this market has been narrow and, at times, momentum-
driven.  

The dispersion between the best and worst-performing sectors over the year, more than 88 percentage points from Materials 
to Health Care, is unusual by any historical standard and reinforces the case for disciplined, bottom-up stock selection over 
passive exposure.  

Winners rarely stay winners in a straight line, and the businesses that ultimately compound returns over cycles tend to be those 
with enduring competitive advantages, resilient balance sheets and management teams capable of navigating volatility rather 
than being defined by it. 
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Outlook 

As always, we premise our views with: We do not attempt to forecast markets, as we do not believe this possible. However, 
we do apply stringent risk and macroeconomic overlays to our investments. We train ourselves to think long term and not be 
distracted by short-term thinking or market fluctuations. 

We believe that investors should focus on high-quality companies with resilient business models, strong balance sheets, and a 
proven ability to navigate complex environments.  

That belief is reinforced by the character of the year just past. Returns were dominated by earnings multiple movements rather 
than fundamentals across almost every GICS sector; capital allocation decisions taken by companies through this period, 
particularly around AI-related infrastructure investment, will define the next several years of returns. 

Domestically, we have yet to see the full impact of the recent Federal Budget, the cumulative effect of three RBA rate hikes and 
higher fuel costs.  

There are also early warnings of a "super" El Nino event bringing drought conditions later in 2026.  

Internationally, the Iran-United States ceasefire appears to be breaking down, the war in Ukraine continues, and China-related 
tensions remain elevated.  

Heavy capital investment in AI, data centres and related infrastructure has led once cash-generative companies such as 
Alphabet to raise capital, and questions are beginning to emerge about the long-term returns available when multiple industry 
participants invest heavily at the same time. 

Against that backdrop, the themes we are focused on include: 

• The durability of quality earnings streams as inflation moderates unevenly, particularly for businesses with genuine pricing 
power and control over their cost base. 

• The dispersion within resources between assets and management teams that can deliver through the cycle, and those that 
cannot; we remain selective rather than thematic. 

• The re-rating opportunity in beaten-down Technology and Communications names where the AI-disruption thesis has been 
priced without differentiation between businesses; June's rotation gave a first glimpse of that dispersion emerging. 

• The insurance sector, where higher-for-longer rates lift float investment income and underwriting margins have continued 
to expand. 

• The Australian Small Cap opportunity, which continues to trade at a meaningful discount to Large Caps and to its own 
long-term average. 

We continue to prioritise businesses with enduring competitive advantages, aligned management, strong balance sheets and 
attractive valuation entry points. In our view, it is precisely at moments when leadership is rotating and macro signals are mixed 
that active, disciplined selection matters most. 

Commentary on Blackwattle’s Funds 

We will make mistakes and missteps. But rather than hide from our mistakes, as an investment team we strive to learn from 
them. This is one of our unwavering commitments.  

This month, five of our Funds outperformed their respective benchmarks. 
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1: The Blackwattle Mid Cap Quality Fund, Large Cap Quality Fund, and Long-Short 130/30 Quality Fund's inception dates are 8 August 2023. The Blackwattle 
Small Cap Quality Fund's inception date is 12 September 2023. The Blackwattle Small Cap Long-Short Quality Fund's inception date is 21 November 2023. 
Blackwattle Equity Income Fund inception date is 12 February 2026. 2. Small Cap Long-Short Quality Fund Returns are normalised for the removal of unallotted 
applications, following the transition of Investment Manager of the Fund. There was a six-month transition period beginning 21 November 2023 and ending 21 
May 2024, following the transition of Investment Manager of the Fund. During this transition period, the Fund Benchmark was 50% cash rate as determined 
by the Reserve Bank of Australia and 50% S&P/ASX Small Ordinaries Accumulation Index 3. Benchmark: Long-Short 130/30 Quality Fund and Large Cap 
Quality Fund is S&P/ASX 200 Accumulation Index, Mid Cap Quality Fund is S&P/ASX300 Accumulation Index-S&P/ASX20 Accumulation Index, Small Cap 
and Small Cap Long-Short Quality Fund is Small Ordinaries Accumulation Index, Equity Income Fund is S&P/ASX 100 Total Return Index: 75% 
/ RBA Cash Rate: 25%. All returns are calculated after fees have been deducted and assume distributions have been reinvested. No allowance is made for tax 
when calculating these figures. Past performance is not a reliable indicator of future performance. Source: Apex.  
 

Blackwattle Large Cap Quality Fund 

The Fund returned +3.20% in June, outperforming the S&P/ASX 200 Accumulation Index by 2.52% net of fees.  

For the twelve months to June, the Fund returned +7.09%, ahead of the benchmark by 0.98%. 

Key Contributors: Industrials was the largest source of full-year outperformance. Overweight positions in drone defence 

company Electro Optical Systems (EOS) benefited from a series of contract wins that validated the technology in an industry 

with structural growth. ALS Ltd (ALQ) contributed through indirect exposure to stronger commodity prices, with the global 

testing and analytics business lifting Commodities division EBIT margins from 27.8% in FY25 to 29.5% in FY26 and continuing 

to benefit from ongoing regulatory tailwinds in Life Sciences. James Hardie (JHX), added in November after technical MSCI 

index exclusion pressured the stock and saw the valuation fall towards 15x 2027 PE; it has subsequently re-rated back to 

above 20x 2027 P/E as the AZEK integration progressed. A long-held underweight in CBA also contributed, with the stock 

pressured by property-market sensitivity to the Federal Budget and its already elevated valuation relative to global peers. 

Key Detractors: Communications was the largest detractor as the market compressed multiples on software-based businesses 

on perceived AI risk. Holdings in Car Group (CAR), Seek (SEK) and News Corp (NWS), which owns 62% of REA, were all 

affected. 

Blackwattle Long-Short 130/30 Quality Fund 

The Fund returned +3.38% in June, outperforming the S&P/ASX 200 Accumulation Index by 2.71% net of fees.  

For the twelve months to June, the Fund returned +8.10%, ahead of the benchmark by 1.99%. 

Key Contributors: The same core longs that drove Large Cap performance, EOS, ALQ, JHX and the CBA underweight, were 

the principal contributors here. The short book also contributed positively over the year, with gains in Health Care, Consumer 

Staples and Consumer Discretionary names. Given the volatility around the Middle East conflict, we ran elevated pair trades 

through the June quarter to manage exposure to sharp commodity moves. 

Key Detractors: Communications was again the largest source of drag through positions in CAR, SEK and NWS, alongside the 

Rightmove (RMV.L) long position that was exited during the year. 

 

Fund Performance (Net of fees) 1 month 3 months 6 months 1 Year Since Inception1

Blackwattle Small Cap Quality Fund 3.82% 11.57% -3.34% 14.47% 15.06%

Blackwattle Small Cap Long-Short Quality Fund 2 5.79% 16.05% -0.60% 16.58% 12.72%

Blackwattle Mid Cap Quality Fund -3.47% -3.12% -14.71% -7.73% 5.37%

Blackwattle Large Cap Quality Fund 3.20% 8.72% 2.82% 7.09% 10.14%

Blackwattle Long-Short 130/30 Quality Fund 3.38% 9.21% 3.18% 8.10% 11.68%

Blackwattle Equity Income Fund 0.82% - - - -1.06%

Fund Relative Return vs Benchmark (Net of fees) Since Inception
1

Benchmark
3 Value Add Inception Date

Blackwattle Small Cap Quality Fund 15.06% 10.63% 4.43% 12-Sep-23

Blackwattle Small Cap Long-Short Quality Fund 
2 12.72% 9.73% 2.99% 21-Nov-23

Blackwattle Mid Cap Quality Fund 5.37% 7.26% -1.90% 08-Aug-23

Blackwattle Large Cap Quality Fund 10.14% 10.45% -0.32% 08-Aug-23

Blackwattle Long-Short 130/30 Quality Fund 11.68% 10.45% 1.22% 08-Aug-23

Blackwattle Equity Income Fund -1.06% 0.28% -1.33% 12-Feb-26

30 June 2026
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Blackwattle Mid Cap Quality Fund 

The Fund returned -3.47% in June, underperforming the S&P/ASX 200 Ex-20 Accumulation Index by 3.58% net of fees.  

This was a frustrating month in which weakness in Resources and Energy drove the bulk of the underperformance, and 

commodity prices that ordinarily diversify each other became correlated in response to the Iran-United States framework and 

a stronger US dollar. 

Key Contributor: Life360 (360) rallied 38% in June as the market rotated sharply into underperforming growth businesses. 

Life360 remains the leading global family location and safety app, with a global user base approaching 90 million members, a 

powerful network effect and significant monetisation optionality through paid subscriptions and advertising. We view Life360 as 

an "Improving Quality" business and continue to hold high conviction in the earnings trajectory at current valuations. 

Key Detractor: Pilbara Minerals (PLS) fell 22% as spodumene prices reversed some of their recent gains and Resources sold 

off broadly on the CATL Jianxiawo restart announcement. We view the incremental supply as marginal; higher prices remain 

necessary to incentivise new mine production, which has multi-year lead times. Pilbara Minerals is a pure-play lithium miner 

and 100% owner-operator of Pilgangoora, one of the largest and highest-quality hard-rock lithium deposits globally, with a 

strong balance sheet and a management team with a clear track record of operational execution. 

The portfolio remains balanced across three cohorts of quality, growth, cyclical and defensive businesses. There were no 

significant portfolio changes in June. Our conviction in the quality and earnings durability of our holdings remains high, and we 

view the current risk-reward skew as highly attractive. 

Blackwattle Small Cap Quality Fund 

The Fund returned +3.82% in June, outperforming the S&P/ASX Small Ordinaries Accumulation Index by 5.82% net of fees. 

For the twelve months to June, the Fund returned +14.47%, ahead of the benchmark by 6.36%. 

Key Contributors: Megaport (MP1) rose 39.0% after securing four new AI-infrastructure contracts and establishing an on-

demand GPU pool, driving material earnings upgrades. As a global connector of approximately 1,100 data centres via a 

proprietary software layer, Megaport is part of the picks-and-shovels infrastructure enabling AI workloads. Zip Co (ZIP) rose 

40.9% as the geopolitical risk premium eased and BNPL sentiment recovered. We had viewed the risk-reward as attractive 

earlier in the quarter when Zip was trading around 12x P/E against forecast revenue growth of more than 20% and EPS growth 

of more than 50%. 

Key Detractor: Judo Capital (JDO) fell 39.7% after downgrading FY26 earnings guidance on idiosyncratic provisioning across 

three loans. Underlying performance remained strong, with loan-book growth, net interest margin and cost-to-income all 

meeting or exceeding guidance. Maiden FY27 guidance for 30% pre-tax profit growth was below market expectations, 

contributing to the reaction. At around 7x P/E, we view the sell-off as excessive and remain positive on Judo's long-term 

trajectory as a pure-play SME business bank. 

Blackwattle Small Cap Long-Short Quality Fund 

The Fund returned +5.79% in June, outperforming the S&P/ASX Small Ordinaries Accumulation Index by 7.79% net of fees.  

For the twelve months to June, the Fund returned +16.58%, ahead of the benchmark by 8.47%. 

Key Contributors: As with the long-only Small Cap Fund, Megaport (MP1, +39.0%) and Zip Co (ZIP, +40.9%) were the largest 

contributors, benefiting from the same AI infrastructure demand and cyclical-growth rotation described above. 

Key Detractor: Judo Capital (JDO, -39.7%) fell on the June earnings downgrade. We view the reaction as excessive and remain 

constructive on the long-term operating trajectory. 

We remain underweight Resources and continue to see more attractive risk-reward in select industrial businesses. Early trading 

in the new financial year has shown signs of profit taking in recent winners and rotation toward FY26 underperformers, a pattern 

that typically follows periods of concentrated leadership and may create opportunities where valuations have become 

disconnected from fundamentals. 
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Blackwattle Equity Income Fund 

The Fund delivered a net return of +0.82% in June, ahead of the reference index (75% S&P/ASX 100 Total Return Index / 25% 

RBA Cash Rate) at +0.79%, and captured approximately 90% of the S&P/ASX 100's +0.91% move.  

As expected in a rising market, the contribution from the options overlay was modestly negative as sold call positions capped 

some upside; in falling markets that same premium income provides a cushion. 

Key Contributors: BlueScope Steel (BSL) benefited from continued strength in US steel prices, supported by multi-year lows in 

inventory across the US supply chain and ongoing corporate activity following the rejected Steel Dynamics/SGH $14.2 billion 

bid.  

A new position in Amcor (AMC), established early in the month, contributed positively; the Berry Global integration progresses 

and AMC's contractual pass-through pricing provides insulation against resin input-cost volatility. QBE Insurance (QBE) 

contributed through operational execution, with constant-currency GWP growth of 7% and a targeted global combined 

operating ratio of approximately 92.5%, and the higher-for-longer rate environment lifting investment income on its float portfolio. 

Brambles (BXB) also contributed on a recovery from May's trading update weakness. Nil positions in Fortescue (FMG) and 

South32 (S32) helped as iron ore and diversified commodity prices softened. 

Key Detractor: Greatland Resources (GGP) declined alongside the broader gold complex on the geopolitical de-escalation and 

lower spot gold. We continue to hold GGP on the quality of its production profile and reserve growth. Performance was also 

meaningfully impacted by nil positions in James Hardie (JHX) and Charter Hall (CHC), both of which rallied on positive company-

specific news.  

A new position in Qube (QUB) was established during the month to capture the final stages of the Rubik Australia consortium's 

$11.7 billion scheme, with ACCC clearance received and shareholder approval overwhelmingly in favour; the fully-franked 

Special Dividend of A$0.3465 is an example of a tax-aware trade that benefits from franking credit value. 

Gratitude and Commitment

To our clients and partners - Thank you.  

It is a privilege to represent your capital and hold your trust. We remain committed to investing alongside you, ensuring our 
interests are always aligned with your own.  We re-iterate the commitments to our investors: 

- We will always commit our own capital alongside your own.  

- We will never allow personal trading. 

- We will always constrain the capacity of our Funds. 

- We will learn and improve from our mistakes. 

- We will act with transparency. 

Kind regards, 

 

Michael Skinner CIO and Managing Director, and the entire Blackwattle Team 

 



 

How to Invest 

To invest please click on the link 
http://www.blackwattlepartners.com/invest/ or call 02 7208 9922. 

  

Contact Details 

Investor Services 
Apex Fund Services 
Ph: 1300 133 451  
E: registry@apexgroup.com  

Distribution and Sales Team 

 

Matt Dell 
Non-Executive Director 
0423 793 456 
mdell@blackwattlepartners.com 

 

Maggie Mills 
Head of Distribution 
0498 183 569 
mmills@blackwattlepartners.com 
 
 

  

 

Justin Carroll 
Senior Account Director QLD 
0410 403 608 
jcarroll@blackwattlepartners.com 

 

Nick O'Hare 
Senior Account Director VIC 
0423 773 837 
nohare@blackwattlepartners.com 

 

Sid Cavallaro 
Senior Account Director NSW 
0409 405 617 
scavallaro@blackwattlepartners.com 
 

 

This document is issued by Blackwattle Investment Partners Pty Limited (ABN 24 663 839 094) (BIP) corporate authorised representative of Blackwattle 
Licensing Pty Limited (ACN 665 711 839 AFSL 547 617) (corporate authorised representative no. 001304362) the investment manager of the Blackwattle 
Funds. Equity Trustees Limited (ABN 46 004 031 298, AFSL No. 240975) (EQT) is the responsible entity of the Fund. Equity Trustees is a subsidiary of 
EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). This document is intended to 
provide general information only and is subject to change. It does not constitute an offer to subscribe for units in the Fund. The information does not 
consider the investment objectives, financial situation, or particular needs of any individual. You should seek advice from your licensed financial adviser 
and read the product disclosure statement (PDS) before making an investment decision. The PDS and target market determination (TMD) for the Fund can 
be obtained for free by visiting our website www.blackwattlepartners.com. A TMD describes who this financial product is likely to be appropriate for (i.e. 
The target market), and any conditions around how the product can be distributed to investors.  It also describes the events or circumstances where the 
Target Market Determination for this financial product may need to be reviewed. 

Neither BIP, EQT or their related body corporates guarantee repayment of capital or any particular rate of return. An investment may achieve a lower-than-
expected return and investors risk losing some or all of their principal investment. BIP has obtained information from sources it considers to be reliable but 
does not represent that such information is accurate or complete, or that it should be relied upon. Neither BIP nor EQT make any representations or 
warranties, express or implied, as to the accuracy or completeness of the information it provides and to the maximum extent permitted by law, neither BIP, 
EQT nor its directors, employees or agents accept any liability for any loss caused by using this information 
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