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FY21 Full Year Reporting Season Wrap 

  

FY21 reporting season has come to a close with the market edging higher over the 
period. Several key themes emerged which we have addressed below, and more than 
usual in a covid backdrop the focus was less on past results and more on outlook 
statements and how the operating environment is being impacted by further lockdowns. 
Materials were the worst performing sector over August, however this was more to do 
with the sharp fall in the iron ore price as opposed to their outstanding financial results 
and record payments to shareholders. Conversely, Financials were the biggest 
contributor to returns as unwinding provisions led to large buy backs and overshadowed 
more benign loan growth.  
  
Key reporting season take outs are as follows: 
  
Earnings forecasts 

·     On Aggregate, earnings for FY21 were slightly above expectations. The market 

recorded 38% earnings growth with resources (60%) and the banks (51%) 

providing the bulk of that. However, as mentioned above, reporting season was 

less about FY21 results and more about FY22 guidance. In this regard earnings  



 
 

forecasts are down nearly 3% on what companies were projecting prior to 

reporting season. Citi is now expecting FY22 earnings growth of 16.2%, 

comprised of 29.5% growth for Resources, 4.7% growth for Banks, and 6.4% 

growth for the Market ex Resources ex Banks. 

  

 
  
Capital Management 

·    Record amounts of money have been paid to shareholders via capital returns, 

special dividends and buybacks. The Banks delivered handsomely on this front 

with recovering dividends accompanied by large buybacks. CBAs $6bn off 

market buyback was in addition to NABs $2.5bn and ANZ's $1.5bn on market 

buybacks announced pre reporting period. WBC is to provide an update in 

November. Even Telstra (TLS) reported a $1.35bn on market buyback after the 

sale of its tower assets leading to a combined capital management initiative of 

over $18bn. Resources also rewarded shareholders having generated very 

strong cashflow from significantly higher commodity prices with BHP, RIO and 

FMG paying out a combined $18bn in dividends. 

·    Total dividends returned to shareholders this reporting period is over $38bn. For 

perspective, that is $17bn more than this time last year, and $10.5bn more than 

the record we saw in 2019.  

·    This, combined with cash returned from takeovers ($34bn estimated as below) 

will see over $80bn returned to shareholders in the coming months. 

  
Corporate Activity 

·     Also front and centre is the appetite for corporate activity with M&A news coming 

out with a mix of script and cash. The biggest of which is the Afterpay and Square 

script merger for A$39bn, and then Sydney Airports $22.8bn cash bid from IFM 

Partners. These are alongside other meaningful bids for Oil Search (OSH), Iress 

(IRE), Spark Infrastructure (SKI) etc. Currently there are circa $34bn in cash bids 

and $68bn in script bids expected to be completed in the coming months. 

  
 



 
 

Covid Impacts 
·     With only circa 30% of companies prepared to give guidance, the uncertainty 

from covid remains apparent 18 months on from the start of the pandemic. 

Supply chain disruptions and higher costs of doing business are leading to lower 

margins.  As companies are more familiar with the potential impacts on their 

business, those that provided guidance did so highlighting how further Covid 

disruptions could impact these forecasts.   

  
All of the above led to a largely strong backdrop for equities, supported by the $81bn 
returning to shareholders, much of which will likely end up going back into the market 
given low cash rates and lack of alternatives. However markets have priced in the 
earnings recovery of the past year and are now trading at just over 17x FY22 earnings, 
with a far more challenging outlook. As such we have continued to fade the rally and 
build a cash buffer within our equity mandates. 
  
On the marco front, markets are closely monitoring central bank rhetoric about the start 
of tapering which some were expecting at the August Jackson Hole meeting, however 
the neutral tone has left investors expecting it to be addressed in September with a start 
later in the year or early next year. This is our base case. We expect the reduction in 
liquidity to create some volatility in the period ahead. 
   

 
 

 
 

 

 
 

  

Watershed Funds Management 

Watershed Funds Management is a specialist Managed Account (MDA & SMA) Provider 

and has been a pioneer in the delivery of these portfolio solutions to financial advisers. 

Our July reports can be 
viewed here. 

If you would like to speak 
to us and how Watershed 
can help drive your client's 
investment returns please 
contact our BDM Shantelle 
Lay: 

shantellelay@watershedgr

oup.com.au  

0417459842 



 
 

Watershed leverages the expertise of a highly credentialed investment team to form a 

global thematic view that determines asset class and sector allocations. 

Our investment committee structure differs for each SMA and is chaired by an individual 

with niche expertise and a proven track record for managing portfolios within that asset 

class. With a research process that is both rigorous and thorough we have been able to 

deliver strong historical returns across our full suite of Managed Accounts. 

An investment in a Watershed Managed Account provides professional and active 

investment management with full transparency of holdings, transactions and structure. 

Watershed seeks to form a collaborative relationship with advisers, actively 

communicating portfolio strategy in the current market environment so that advisers are 

better equipped to communicate with their clients. 

 
 


