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Overview
Global markets continued their rally in May, as the Iran ceasefire 
tenuously held, with the prospect of a peace agreement dangled in 
front of markets. The Tech/AI trade also rolled on.   This saw the 
S&P500 rise +5.3%, while the NASDAQ added to last month’s surge, 
rising +8.4%, to record highs. The Japanese market also rose strongly, 
with the Nikkei 225 up +11.9%. The FTSE 100 added a more modest 
+0.7%, while the Chinese market eased, with the Shanghai Composite 
down -0.8%.  

The Australian market delivered a positive return, with the ASX300 
Accumulation Index +1.2%. The prospect of an end to hostilities saw 
Metals & Mining (+10.4%) lead the market, despite commodity prices 
generally easing over the month. To some extent, Resources are 
being seen as part of the AI trade, due to expected increase in 
demand for materials such as copper. Cyclical sectors such as 
Consumer Discretionary (+4.6%) and REITs (+2.9%) also 
outperformed, despite the RBA lifting interest rates for a third time, 
and the controversy around the Federal budget. By contrast, 
Financials (-2.8%) and Energy (-6.0%) declined and Healthcare (-8.9%) 
continued its underperformance, dragged down by CSL.

Growth of $100,000 Since Inception

Portfolio Managers

Stephen Bruce,
Andrew King

Trust FUM

AUD $312 million

Distribution Frequency

Half yearly

Minimum Initial Investment

$25,000

Trust Inception Date

June 2001

Fees

0.92% p.a.

APIR Code

IOF0206AU

Fund Characteristics
The Trust aims to grow the value of your investment over the long 
term via a combination of capital growth and income, by investing in 
a diversified portfolio of Australian shares, and to provide a total 
return (after fees) that exceeds the S&P/ASX 300 Accumulation Index  
measured on a rolling three-year basis.

Note – Portfolio multiples are currently elevated relative to the market due to the 
underweight in Banks.

Source: Perennial Value Management. As at 31 May 2026

The above figures are forecasts only. While due care has been used in the preparation of 
forecast information, actual outcomes may vary in a materially positive or negative manner.

Portfolio Characteristics – FY27 Trust Market

Price to Earnings (x) 17.1 17.0

Price to Free Cash Flow (x) 14.8 14.3

Gross Yield (%) 4.7 4.4

Price to NTA (x) 2.8 2.8
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Since 
Inception^

(% p.a.)

Perennial Value Shares Wholesale Trust (Net) 0.5 -4.7 2.4 3.6 4.4 6.2 5.7 6.8 6.9 7.9

S&P/ASX 300 Accumulation Index 1.2 -4.0 5.5 7.0 10.1 11.0 7.9 8.4 9.1 8.1

Value Added -0.7 -0.7 -3.1 -3.4 -5.7 -4.8 -2.2 -1.6 -2.2 -0.2

^Since inception: June 2001. Past performance is not a reliable indicator of future performance. 

Top 5 Over / Underweight Positions vs Index

Sector Active Exposure vs Index

Performance shown net of fees with distributions reinvested. Does not take into account any 
taxes payable by an investor. Past performance is not a reliable indication of future 
performance. 



Trust Review
Markets continued to advance in May, with the ASX300 Accumulation 
Index rising +1.2%, bringing the total return for the last 12 months to 
+7.0%, with a negative return from the Industrials, more than offset 
by gains in Resources. 

The Resources sector added +7.6% in May, having delivered a 
staggering +59.8% total return over the last 12 months. Within the 
broader Resources sector, May saw a very strong performance from 
Metals & Mining (+10.4%), driven by rallies in the bulk miners, with 
holdings in BHP (+16.0%) and Rio Tinto (+10.9%) benefiting from the 
surging copper price, while the iron ore price continues to hold at 
over US$100/t. Historically, iron ore has been the growth driver of 
these businesses, however, as demand growth has slowed – or 
possibly peaked – the market now views the iron ore businesses as 
very profitable cash cows, which will fund the growth in copper 
production in the years ahead. The demand outlook for copper 
continues to improve, with the AI buildout expected to add to already 
strong demand from electrification and the energy transition.  Pure 
play copper holdings, Capstone Copper (+30.0%) and Sandfire 
Resources (+20.4%), also continued their strong performance. 

This dynamic is also benefitting commodities such as aluminium, 
seeing the Trust’s holding in Alcoa (+21.4%) perform strongly in 
recent times. The aluminium market has also seen tight supply, as 
rising energy costs have reduced smelting capacity. This has been 
exacerbated by the Middle East conflict, with disruptions to 
aluminium produced in the Persian Gulf. The Trust remains 
overweight the Metals & Mining sector.   

By contrast, May saw a decline from the Energy sector (-6.0%), which 
fell on the prospect of a reopening of the Straits of Hormuz. While 
the conflict has seen a sharp spike in oil prices, to date this has been 
capped at ~US$100/bl by releases from various countries’ strategic 
reserves. Should the Straits reopen, we would expect to see the oil 
price fall sharply back towards its pre-conflict levels of ~US$60/bl. Ex-
Middle East conflict, the fundamentals of the oil sector are fairly weak, 
with ample supply despite sanctions on Russian oil. As a result, the 
Trust holds an underweight position in the Energy sector.

Gold stocks were softer during the month, with the gold price 
continuing to retreat from its recent highs, on the prospect of a 
resolution to the Iran conflict, plus rising interest rates and a 
strengthening in the USD. Subject to a deterioration in the 
geopolitical outlook, it seems likely that gold has seen the best of its 
run, and we have wound back the Trust’s gold exposure.      

The AI trade rolled on globally, with the Tech sector pushing US 
indices to new highs. While the Australian market does not have a 
large weighting to AI-driven names, the Trust is exposed to this 
theme via Goodman Group (+7.1%). Goodman not only has a large 
development pipeline of well-located data centre projects, but has a 
proven, long-term track record of delivery of high-quality assets. As a 
result, it is a trusted partner of major, long-term global capital 
providers, reducing funding risk and allowing it to operate with a 
conservatively geared balance sheet.  In addition to Goodman Group, 
the Trust also has some smaller AI exposures via holdings in data 
centre operators, Megaport (+69.4%), NextDC (+7.0%) and Macquarie 
Telecommunications (+6.9%). These stocks are expected to deliver 
rapid growth as they roll out capacity to meet the enormous 
computing demands from both hyperscalers and corporates.

Outlook
Global markets are in risk-on mode and are clearly betting that the 
Iran situation will come to a peaceful resolution sooner rather than 
later. Let’s hope so. However, while markets are, of course forward 
looking, the reality is that the impacts of the disruption to date have 
only just begun to flow through to the real economy, and already we 
are seeing softening demand and rising inflation.  Should disruptions 
drag on, then stagflation becomes a real risk. Given the level of debt 
in the global economy, it’s hard to see how this would end well.

With the market not far from its highs, and cognisant of the risks 
above, we will remain agile and manage the portfolio accordingly. 
However, with risk comes opportunity, and the excessive volatility is 
creating very many good opportunities for longer-term investors 
such as ourselves.

Resource stocks look attractive in the near-term, however, we see 
excellent medium-term value in sectors such as Healthcare and Tech. 
Here, some very strong businesses, with leading market positions 
and/or very strong network effects, have been severely de-rated. As a 
result, while it may take some time to play out, we see the potential 
for strong future returns from manty of these names. 

While there is a high level of economic and political uncertainty, our 
focus remains on investing in quality companies with proven 
business models and strong balance sheets, which are offering 
attractive valuations and have the ability to deliver high levels of 
franked dividend income to investors. 

Trust Activity
During the month, we increased our underweight in the banks, given 

the soft domestic outlook and the lacklustre half-year results they 

delivered in the month. Proceeds were used to increase holdings in 

defensives such as Coles and Woolworths, and to add Orica to the 

portfolio. At month end, stock numbers were 66 and cash was 5.6%. 

On the domestic front, the RBA raised interest rates for the third 

time, and the Federal Government delivered a budget which, at its 

core, locked in more taxation, more spending and more deficits. The 

behavioural impacts of the changes to CGT, trusts and negative 

gearing remain to be seen. Interestingly, the combined incremental 

annual taxation revenue from these three changes is only forecast 

to be ~$7bn by 2029-30. To put this into perspective, it is 

approximately equal to the amount that annual tobacco excise has 

fallen since 2024, due to the Government’s failure to control the 

illegal tobacco trade. Not surprisingly, given how easy it’s been for 

them in tobacco, it looks like the gangsters are now coming for the 

~$8bn in alcohol excise as well (maybe they can raise some new 

taxes in the next budget to cover that?). On the (fiscal) positive, it 

seems that the Government doesn’t want to do anything to impact 

the States’ budgets by impeding the gaming industry (and the 

proceeds of illegal tobacco sales etc need somewhere to be 

laundered). The bottom line from all this is that the domestic outlook 

is likely to remain subdued, with ongoing inflationary pressures and 

a potential slowing in the housing market (although, history suggests 

that there is no headwind strong enough to keep the Aussie 

property market down!). Overall, we remain cautious on the outlook 

for the domestic consumer and are underweight the Discretionary 

sector. 

Issued by Perennial Value Management Limited (ABN 22 090 879 904, AFSL No. 247293) as the Investment Manager. The Responsible Entity is Perennial Investment Management Limited (ABN 13 108 747 637, 
AFSL No. 275101). Perennial Partners Limited (ABN 90 612 829 160) is a Corporate Authorised Representative (1293138) of Perennial Value Management Limited. Both the Investment Manager and Responsible 
Entity form part of Perennial Partners. This promotional statement is provided for information purposes only. Accordingly, reliance should not be placed on this promotional statement as the basis for making an 
investment, financial or other decision. This promotional statement does not take into account your investment objectives, particular needs or financial situation and is not intended to constitute advertising or 
advice of any kind and you should not construe the contents of promotional statement as legal, tax, investment or other advice. This promotional statement does not constitute an offer or inducement to engage 
in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell or subscribe for interests in any type of investment product or service. You should read and consider 
any relevant offer documentation applicable to any investment product or service and consider obtaining professional investment advice tailored to your specific circumstances before making any investment 
decision. While every effort has been made to ensure the information in this promotional statement is accurate; its accuracy, reliability or completeness is not guaranteed. Past performance is not a reliable 
indicator of future performance. Gross performance does not include any applicable management fees or expenses. Net performance is based on redemption price for the period and assumes that all 
distributions are reinvested. Fees indicated reflect the maximum applicable. Contractual arrangements, including any applicable management fee, may be negotiated with certain large investors.  Investments in 
the Trusts must be accompanied by an application form. The current relevant product disclosure statements, additional information booklet, application forms and target market determination can be found on 
Perennial’s website www.perennial.net.au. Use of the information on our website is governed by Australian law and is subject to the terms of use. No distribution of this material will be made in any jurisdiction 
where such distribution is not authorised or is unlawful. 
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