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June 2026 
 
 

Welcome to our June 2026 Quarterly Commentary 
These reports provide an opportunity for us to consolidate our thoughts around the copious amounts of 
research we receive from our consultants and other sources and put into words some of the key themes 
we are considering when constructing investment portfolios for our clients. 

We hope you find our commentary informative, but as always, if there is anything you would like to clarify 
or discuss in more detail, please do not hesitate to reach out. 

Please follow this link if you would like to listen to this report.  

In this report, we will address the following key points: 

 

• In Recovery 
 

• Who’s Driving? 
 

• Multiple Ways of Winning 
 

• Implications for Portfolios 

 
 
 
 
  

DUNCAN MACKINTOSH, CFA 
PRIVATE WEALTH ADVISER  
Representative 458414 
Dir: +61 8 9476 3945 | dmackintosh@entrustwealth.com.au 

PHIL GEORGE 
PRIVATE WEALTH ADVISER  
Representative 458416 
Dir: +61 8 9476 3935 | pgeorge@entrustwealth.com.au 

https://eurozhartleys.com/wp-content/uploads/Quarterly-Commentary_June26.mp3
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In Recovery 
Following the market volatility experienced in March as tensions in the Middle East escalated, the June 
2026 quarter saw a strong recovery for investment portfolios. Encouragingly, returns were positive 
across all major asset classes, with listed property securities and global equities among the strongest 
performers. 
Easing geopolitical concerns, renewed optimism around the earnings growth potential of artificial 
intelligence (AI), and evolving expectations for central bank policy were among the key themes driving 
markets during the quarter. 

Easing Geopolitical Concerns… 
Energy-related exposures had a soft quarter, with Brent crude declining 38% from its end of March 
highs. Following the ceasefire announced in early April, diplomatic progress continued, culminating in 
the signing of a memorandum of understanding (MOU) between the United States and Iran in mid-
June. This significantly reduced perceived supply risks and prompted a sharp retracement in energy 
prices. 

As highlighted in our March 2026 commentary, we believed there was a reasonable prospect of a near-
term de-escalation in tensions. This view underpinned our decision to reduce exposure to global energy 
companies over the March quarter, a move that proved beneficial as oil prices subsequently fell. 
The price of gold also fell sharply over the quarter, down nearly 12% in June alone. The correction was 
likely driven by a combination of profit-taking, easing geopolitical tensions and a stronger US dollar, as 
higher US interest rates and bond yields reduced the attractiveness of holding non-yielding assets such 
as gold. 
Irrespective of the underlying drivers, gold's bullish momentum has faded since its March 2026 peak, 
with the metal now testing a key technical support level around US$4,000 per ounce. 

…Brought AI Earnings Growth Back into Focus 
As geopolitical risks subsided, investor attention shifted back to longer-term growth themes, including 
the expanding investment cycle associated with AI. Strong demand for AI infrastructure and ongoing 
capital expenditure commitments from major technology companies reinforced expectations of 
sustained earnings growth among key beneficiaries. 

In response, analysts upgraded forward earnings forecasts across several technology and related 
sectors, driving strong share price appreciation and supporting broader global equity market gains. 

While the Outlook for Central Banks Continued to Evolve 
June marked the first US Federal Reserve meeting chaired by Kevin Warsh. While the Federal Funds 
rate was left unchanged, the tone of the meeting was more hawkish than markets had anticipated. 
Policymakers removed their previous bias toward future rate cuts and signalled that further policy 
tightening could be considered should inflationary pressures remain persistent. As a result, bond 
markets adjusted expectations, pricing in the possibility of higher US interest rates over the remainder 
of the year. 
In Australia, following three consecutive 25 basis point increases, the Reserve Bank of Australia (RBA) 
kept the cash rate unchanged at its June meeting. The Board acknowledged emerging signs that tighter 
financial conditions were beginning to weigh on economic activity and indicated a preference to pause, 
affording them time to assess the impact of previous rate increases. However, it also reiterated that 
inflation remains above target, leading markets to interpret the decision as a "hawkish pause". 
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Australian bond markets responded favourably, with investors scaling back expectations for further 
near-term rate increases. This led to a decline in bond yields supporting a strong performance from 
domestic fixed income securities over the quarter. 

Model Portfolio Activity 
As discussed above, we used the heightened geopolitical uncertainty early in the quarter to further 
reduce our position in the BetaShares Global Energy ETF (FUEL) as the oil price spiked, while also 
taking advantage of the broader equity market weakness to add to our holdings in the Vanguard MSCI 
International Shares ETF (VGS) and GCQ Global Equities ETF (GCQF). 
Later in the quarter, as oil prices fell sharply and market sentiment improved, we selectively added to 
Santos (STO) and increased our allocation to global infrastructure through the VanEck FTSE Global 
Infrastructure ETF (IFRA). We believe both investments offer attractive risk-reward characteristics and 
are well positioned for the current environment. 

Further detail on our rationale for these positions is outlined below. 

Santos (STO) 
Our decision to increase the portfolio's holding in Santos reflected a combination of our top-down 
macroeconomic view and bottom-up assessment of the company's fundamentals. 

Macro perspective 
While the MOU between the US and Iran was a constructive development, we viewed the agreement 
as fragile with a number of important issues left unresolved. Importantly, there appeared to be limited 
support for the arrangement from some regional stakeholders, including Israel, suggesting the potential 
for renewed tensions remained high. 
Against this backdrop, we expected oil prices to remain volatile and trade within a relatively elevated 
range. Our working assumption is for Brent crude to fluctuate between approximately US$75 and 
US$95 per barrel over the near term. 

At the lower end of that range, prices may be supported by a combination of underlying demand, still 
recovering production and refining capacity as well as the incentive for Iran to maintain some degree of 
geopolitical leverage. At the upper end, prices are likely to be met by a stronger diplomatic and/or 
military response from the US and its allies. 
While forecasting short-term oil price movements is notoriously difficult, we believe the market's 
reaction during the quarter created an opportunity to selectively add exposure to a high-quality energy 
business. 
Company perspective 
Santos continues to stand out as one of Australia's most important energy producers. 
The company has now moved past the peak of a significant capex cycle and is entering a period where 
increased production should translate into stronger free cash flow generation. This, in turn, provides 
support for attractive shareholder returns through dividends and other potential capital management 
initiatives. At the time of purchase, consensus forecasts implied an attractive forward dividend yield of 
around 7% per annum. 
In addition, global energy security concerns have reinforced the strategic value of Australian LNG 
assets, particularly given the ongoing issues within key shipping routes such as the Strait of Hormuz. 
Santos' portfolio of LNG facilities, domestic gas assets and long-life reserves places it in an enviable 
position within the global sector. 
This strategic importance has not gone unnoticed. Over the past five years, Santos has attracted 
multiple corporate approaches, including Harbour Energy's takeover proposal in 2021, merger 
discussions with Woodside in 2023-24 and the ADNOC/XRG-led proposal in 2025. While corporate 
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activity is never the key pillar underpinning an investment case, the repeated interest highlights the 
scarcity value and quality of the company's assets. 

Global Infrastructure (IFRA) 
In the current environment, we believe global infrastructure has become an increasingly attractive asset 
class. 
Many infrastructure businesses operate essential assets that benefit from inflation-linked revenues, 
strong pricing power, large barriers to entry and relatively predictable cash flows. Importantly, these 
assets are often directly exposed to economic activity, which remains resilient. As inflationary pressures 
are passed through to their customers, revenues can grow while stable real interest rates help support 
balance sheets and asset valuations. 
The VanEck FTSE Global Infrastructure ETF (IFRA) provides diversified exposure to a broad range of 
global infrastructure companies, including utilities, transport operators and energy infrastructure 
businesses (Chart 1), hedged back to Australian dollars. 
An additional attraction of IFRA is its indirect exposure to artificial intelligence. The rapid growth of 
hyperscale data centres is driving unprecedented demand for electricity generation, transmission and 
energy transport infrastructure. As a result, many of IFRA's holdings are positioned to benefit from 
decades of investment in power generation, grid upgrades and the broader energy infrastructure 
expansion required to support the global AI buildout. 
 

Chart 1 – IFRA Sector and Country Weightings 

 
Source: VanEck – as at 30 June 2026 
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Who’s Driving? 
It is widely accepted that household consumption is the largest component of GDP, accounting for 
around 60–70% of economic activity across most developed economies. However, Juan Correa-Ossa, 
Chief Strategist, Global Asset Allocation at BCA Research, argues that while consumption accounts for 
the largest share of GDP, business investment is the primary driver of changes in GDP growth and, 
therefore, exerts a much greater influence on the business cycle.  
Outside of ‘durable goods’ which are often more cyclical in nature, consumption tends to be relatively 
stable through time, with households continuing to spend on essential items such as groceries, housing 
and education regardless of economic conditions. By contrast, business investment, is far more 
cyclical, making it a more important determinant of whether economies are accelerating or slowing 
(Chart 2). 

 
The strength of the current AI-related capex cycle is well known. Encouragingly, the investment story is 
no longer solely about AI with recent data suggesting non-residential investment outside of AI-related 
sectors is also strengthening. This can also be seen in the capital expenditure intentions from regional 
Federal Reserve surveys (Chart 3), which have risen strongly, indicating growing confidence across a 
wider range of industries. 

Chart 2 – Business Investment is Arguably the Key Driver of the Investment Cycle 
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This lift is also evident globally. Manufacturing activity has been a key bright spot across developed 
economies, with purchasing manager surveys showing an acceleration in activity. Japan stands out in 
particular, where machinery orders have been growing at their fastest pace in five years, highlighting a 
broadening industrial recovery beyond the US. 
While some of the most cyclical leading indicators are no longer accelerating at the pace seen earlier in 
the year, this appears less like the start of a downturn and more like a transition into a steadier phase of 
growth. Employment conditions have also stabilised, with labour market indicators suggesting the 
economy is moving from a period of acceleration to one of more sustainable expansion. BCA's view is 
that the economy is settling into a more balanced environment characterised by stable growth rather 
than overheating or the prospect of recession. 

Positive Backdrop for Corporate Earnings 
This backdrop remains supportive for corporate earnings. Healthy levels of business investment, 
stabilising economic growth and resilient labour markets provide the foundations for continued profit 
growth across many sectors of the market. Importantly, earnings growth expectations are becoming 
less concentrated within a small group of technology companies and are beginning to broaden across a 
wider range of industries (Chart 4). 

 

Chart 3 – Business Investment is Broadening 
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Multiple Ways of Winning 
Over the long term, share prices tend to follow the direction of corporate earnings. As a result, despite 
the recent strength in equity markets, it is difficult to adopt an overly negative stance on equities while 
earnings expectations remain so constructive (Chart 5).  
Therefore, with the combination of supportive economic growth, ongoing investment spending and 
improving corporate profitability, we believe there is a strong argument in favour of maintaining a 
healthy exposure to equities. 

 

Chart 5 – Earnings Growth Provides a Positive Backdrop for Equity Market Returns 

Chart 4 – Earnings Growth Expectations Are Also Broadening 
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Our primary area of caution lies not with earnings but valuations. While earnings may continue to grow, 
the return investors ultimately achieve depends heavily on how much (the multiple) investors pay for 
those earnings. 

Bond yields remain an important component of this discussion. Higher yields can place downward 
pressure on equity valuations and make fixed income a more competitive investment option.  
The view of the BCA’s fixed income team is that the hurdle for central banks to become materially more 
hawkish than current market expectations is relatively high. While inflation continues to be above target 
in some regions, so far, there is limited evidence of second round effects, such as higher prices feeding 
through into a sustained wage-price spiral. 
This is, however, not a risk that can be discounted fully, particularly given the re-emergence of tensions 
in the Middle East that has seen the price of oil rise back to the top end of our assumed trading range. 
As such this is something we are actively monitoring. 
Another development attracting investor attention is the reopening of the IPO market with SpaceX and 
its near USD$1.8 trillion valuation at its issue price. This has encouraged a pipeline of other high-profile 
AI candidates including Anthropic and OpenAI, to also look at public market listings. Some 
commentators argue that such mega IPO cycles have historically signalled a top in equity markets.  

Noah Weisberger, Chief US Equity Strategist for BCA recently published some interesting research on 
this subject. His research suggests that historically, increased IPO activity does not consistently 
coincide with a near-term peak in equity markets. Rather, it tends to be associated with stronger risk 
appetite and improved economic conditions. That said, periods of elevated issuance can often be 
followed by a phase of valuation compression as investor capital is spread across a broader opportunity 
set and expectations become more demanding. This does not necessarily mean the end of a bull 
market, but it can reduce the scope for further earnings multiple expansions leading to periods of more 
subdued but still positive returns at the median. It should be noted that Noah’s research also highlights 
that the dispersion of 12-month returns post large cap IPO cycles around this median can be wide 
(Chart 6). 

 
 

Chart 6 – Mega Cap IPO Cycles Have Historically Been Followed by Positive but More Subdued Equity Returns 
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Implications for Portfolios 

• Despite the strong market gains already experienced, the constructive earnings outlook 
supports maintaining a reasonable exposure to equities.  

• After a period of price momentum being a key driver of equity returns, we feel appropriate 
valuations will become an increasingly important determinant of returns moving forward. 

• Bond yields have an important influence on equity valuations. This is something to watch, but at 
this stage, we feel central banks face a high hurdle to become significantly more hawkish. 

• The obvious caveat to this is the re-escalation of tensions in the Middle East and the potential of 
an extended oil price shock to materially impact the trajectory of inflation expectations - this is 
something we are actively monitoring. 

• We see scope for equity market returns to become more broad based across sectors and 
regions, reflecting the broadening earnings outlook discussed above.  

• If inflation expectations can remain contained, we see opportunities for high quality fixed income 
exposures to benefit from the recent lift in base rates and make a meaningful contribution to 
income returns. 

• A number of investments within the model portfolios traded ex entitlement to some relatively 
large distributions at the end of June 2026, with the associated cash payments arriving in bank 
accounts progressively over July. We are currently in the process of reinvesting these proceeds 
in line with our current outlook. 
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Copyright and Distribution 
Entrust Wealth Management | A division of Euroz Hartleys Limited 

The material contained in this communication (and all 
attachments) is prepared for the exclusive use of clients 
of Euroz Hartleys Limited (ACN 104 195 057) (“Euroz 
Hartleys”) only. Euroz Hartleys is the holder of an 
Australian Financial Services Licence (AFSL 230052) 
issued by the Australian Securities and Investments 
Commission (“ASIC”) and is a participant of the 
Australian Securities Exchange Group (“ASX Group”). 

The information contained herein is confidential and may 
be legally privileged. If you are not the intended recipient 
no confidentiality is lost nor privilege waived by your 
receipt of it. Please delete and destroy all copies, and 
contact Euroz Hartleys on (+618) 9268 2888. You should 
not use, copy, disclose or distribute this information 
without the express written authority of Euroz Hartleys.

Disclosures & Disclaimers 
Entrust Wealth Management | A division of Euroz Hartleys Limited 

Euroz Hartleys and its associates declare that they deal 
in securities as part of their securities business and 
consequently may have a relevant interest in the 
securities recommended herein (if any). This may 
include providing equity capital market services to their 
issuing company, hold a position in the securities, acting 
as principal or agent, or make a market therein and as 
such may effect transactions not consistent with the 
recommendation (if any) in this report. 

Euroz Hartleys declares that it may have acted as an 
underwriter, arranger, co-arranger or advisor in equity 
capital raisings, and will have received a fee for its 
services, for any company mentioned within this report 
during the last 12 months. 

Euroz Hartleys Limited advises that any advice, 
statement of opinion, or recommendation contained in 
this document is provided by way of unsolicited general 
information only and has been prepared without taking 
account of your investment objectives, financial situation 
or particular needs. 

You should not act on any recommendation issued by 
Euroz Hartleys without first consulting your investment 
advisor in order to ascertain whether the 
recommendation (if any) is appropriate, having regard to 
your investment objectives, financial situation and 
particular needs. Nothing in this report shall be construed 
as a solicitation to buy or sell a security, or to engage in 
or refrain from engaging in any transaction. 

Euroz Hartleys believes that the information and advice 
contained herein is correct at the time of compilation, 
however we make no representation or warranty that it is 
accurate, complete, reliable or up to date, nor do we 
accept any obligation to correct or update the opinions in 
it. 

The opinions expressed are subject to change without 
notice. No member of Euroz Hartleys accepts any liability 
whatsoever for any direct, indirect, consequential or 
other loss arising from any use of this material. We 
cannot guarantee that the integrity of this communication 
has been maintained, is free from errors, virus 
interception or interference. 
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