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30  June 2026 -brought Financial Year 2026 (FY2026) to a close.Across FY2026 the ASX200 Index eked out a
positive return of 2.8%, while the ASX200 Accumulation Index (inclusive of dividends) delivered a total return of
6.1%.

th

Over the six completed financial years to start this decade the ASX200 Accumulation Index has delivered a total
return of 86%, representing a cumulative annual growth rate (CAGR) of 9.2% p.a.

As has been the case in recent times, global equity markets outperformed our domestic market, largely on the back
of everything and anything related to Artificial Intelligence (“AI”), an area to which Australia has relatively limited
direct exposure.

The rapid pace of change and advances being made in AI continues, as has the capital involved in bringing these
developments to reality. We look at how the incredible level of dollars being invested is impacting upon some of the
players in this eco-system and their funding requirements and also on how the growing hype is influencing equity
markets.

In Other Things, we take a look at the recent listing of Elon Musk’s SpaceX and how it turned him into the world’s
first trillionaire. The Strategic Petroleum Reserve (SPR) and finally, as difficult as it is, we have found a few items of
interest, to us at least, that aren’t solely focussed on AI. These include the Internet’s dominance of advertising
dollars, stubbornly high inflation in the US and finally Donald Trump’s rampant share and cryptocurrency trading
activity.

Thank you again for entrusting the management of your portfolios to the Entrust team. Please call us should you have
any questions on your portfolio or investment markets in general.

Kind Regards

Brad Gordon
Senior Adviser
Entrust Wealth Management
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In Financial Year 2026 (FY2026) the ASX200 Index eked out a positive return of 2.8%, while the ASX200 Accumulation
Index (inclusive of dividends) delivered a total return of 6.1%.

Since June 2020, across the decade to date, the ASX200 Accumulation Index has delivered positive returns in five of
the six financial years (Chart 1). The total Index return over this period has been 86%, representing a cumulative
annual growth rate (CAGR) of 9.2% p.a., in line with long-term historical equity market returns.

In hindsight, this looks to be a solid performance, when considering the period has been marked by the first global
pandemic in a century, along with a sharp rise in military conflicts around the globe.

Equity Market Performance
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 Chart 1 – Annual Change in ASX200 Accumulation Index FY2020 – FY2026

Source: IRESS
NB. The y axis shows the level of the All Ordinaries Accumulation Index. 

The Percentage represents the annual change in the Index.

June Quarterly

Materials was by far the strongest sector driven by surging gold, copper and lithium prices. Consumer staples came
second. Utilities also modestly gained. 

Healthcare was the worst, down 37% with technology closing down a similar level amid AI-monetisation worries.
Financials and consumer discretionary also declined. Overall, six of eleven sectors fell. (Chart 2).
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 Chart 3 – Global Equity Market Performance; FY 2026

Source: IRESS
NB. Chart is exclusive of dividends
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We have regularly touched upon Artificial Intelligence (AI) and its’ growing impact in these notes. The AI-related boom
has significantly driven the earnings and share prices of a number of stocks as well as the levels of individual equity
markets.

Chart 3 highlights the degree to which Australia, and its relative paucity of AI-related exposures, has underperformed
other major indices.

Of note the South Korean KOSPI was up 176% driven by spectacular gains in semiconductor manufacturer, SK Hynix
(up 808%) and semiconductor and consumer electronics conglomerate Samsung Electronics (up 459%).
These two companies, now both valued at around US$1.1 trillion dollars, make up over 40% of the value of the Korean
Index.

Global Equity Market Performance

 Chart 2 – Total Return by Sector FY2026

Domestically, inflation has moved higher, but we may be approaching an inflection point: three rate rises and tax
changes have contributed to a cooling housing market, while the recent fall in oil prices should ease some pressure on
headline inflation.



Interestingly, notwithstanding the 21% increase in the S&P500 Index over the year, its Price Earnings multiple declined
from ~22.2x this time last year to 20.3x currently (Chart 5). This scenario has occurred as the expected growth in
corporate earnings has outpaced the overall increase in share prices. Again, much of this has been driven by AI-related
expenditure with much of the S&P500 now AI-influenced.

Market Valuations
Equity market valuation multiples remain ~10-20% above their historical averages, with the ASX200 multiple of 17.0x,
currently ~13% above its 20-year average of 15.0x (Chart 4).

 Chart 4 – PE Multiples of the ASX200

Source: J. P. Morgan
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 Chart 5 – PE Multiples of the S&P500

Source: J. P. Morgan
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Broadly speaking, Chart 6, shows that consistent with the Australian and US experience, global equity valuations are
above long-term averages, though not excessively so.

 Chart 6 – PE Multiples of Global Indices

Source: J.P. Morgan

The outbreak of conflicts is usually followed immediately with market weakness. This was the case again, but the
S&P500 has recovered quickly and moved higher. US growth and earnings underpin this recovery – the AI-buildout
remains a key tailwind for growth in the US and globally. The upcoming US earnings season currently has consensus
one-year forward EPS growth in excess of 25% (source: Mason Stevens).

Wars have historically been one of the biggest drivers of major jumps in US government debt. War spending is financed
largely through debt, which is then, in large part, bought by the central bank with currency it creates out of thin air. 
War = Debt = Inflation

That is how the Iran war is turbocharging the US government’s debt spiral (Chart 7) and accelerating its ever-increasing
currency debasement, which was already nearing a crisis point even before taking into account the compounding
effects of the war.

 Chart 7 – United States Federal Debt

Source: FRED
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The United States has traditionally been a protector of the oil-producing countries in the Middle East, Saudia Arabia,
Kuwait, The UAE, Bahrain and Qatar. The US military “protects” these countries in exchange for their agreement to
denominate oil sales in US dollars and recycle the proceeds into the US Treasury market, thereby supporting the dollar
and helping keep interest rates lower than they otherwise would be. The Iran war and new weapons such as drones
have challenged this thinking. 

A rising 10-year Treasury yield (Chart 8) signals trouble for the US dollar because it means investors are selling
Treasuries, which pushes up the US government’s borrowing costs. That is why the 10-year Treasury yield is a major
pain point for the US government.

That is not an insignificant move. The 10-year Treasury yield could be headed higher still because investors will
demand higher yields to compensate for rising inflation and increased risk in holding US debt. Further, if Hormuz
remains closed, drastically higher oil prices are all but certain. Higher energy prices mean higher prices across the
economy and higher official inflation rates, which means investors will demand still higher yields to compensate.

 Chart 8 – United States 10-Year Treasury Yield

Source: FRED
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US inflation remains very sticky

With a new Chair, Kevin Warsh, now in the hot seat at the US Federal Reserve, operating under the expressed desire
of the US President for lower interest rates, ongoing inflation pressures in the US are making the case for rate cuts a
difficult argument.

As Chart 9 shows, Core PCE in the US for May 2026 reached 3.4%, its highest level since October 2023 and now
representing 63 consecutive months that inflation has been above the Fed’s target level of 2%. As I write, the June
number has just printed and came in lower, but one month of energy driven disinflation after a de-escalation of
hostilities is not a consistent trend. 

How long until President Trump starts expressing his displeasure with Chairman Warsh?

 Chart 9 – Persistently stubborn US inflation

Source: Charlie Bilello



Artificial Intelligence (AI)
We have discussed Artificial Intelligence in these notes at regular intervals, most notably in our September 2025
Quarterly. From where we sit today it appears that the hype, coupled with actual expenditures being outlaid, has just
continued to grow and grow.

Below we provide a series of charts, touching upon some of the key parts of this “AI explosion”. These areas include
the arrival of a new ground-breaking technology spurring an explosion in Demand. How the resulting AI “arms race”
amongst the so-called Hyper-scalers (including Alphabet / Google, Amazon, Meta / Facebook, Microsoft and Oracle)
has seen an incredible increase in Capex (i.e., Capital Expenditure) and how these elements have positively impacted
those providing the “Picks and shovels” to the major end customers (being the Hyper-scalers). This has had
incredible flow on effects to the relative Cash Flows of both provider and customer.  We then look at how the Hyper-
scalers are Funding the massive expenditure involved. 

We then look at how these forces are impacting, and in some cases, potentially distorting Equity Markets. And finally,
how the end Consumer on the street is being impacted.

Demand

When considered against other ground-breaking projects or technologies of their time, the demand for and the amount
of capital being spent on the development of AI capability is far in excess of anything previously and has occurred in a
much shorter timeframe. 

Chart 10 refers to expenditure on Data Centres, which predominantly encompasses the cost of memory “chips”
required to fill these data centres along with the costs of the physical construction of the buildings. The AI-related
demand expands past just chips and the construction of data centres to related issues such as access to the vast
amounts of power and water required by these Data Centres.

The one obvious omission from the below chart is the amount of capital spent during the internet boom of the late
1990’s, early 2000’s. Asking AI model ChatGPT, produces a rather rubbery response that during the dot-com boom of
(1995-2001) between US$500bn – US$1 trillion was spent on infrastructure investment.
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 Chart 10 – Data Centre Capex of 5 major hyper-scalers

Source: Pinnacle Investment Management



Capex

Highlighting the massive increase in capex over the last few years, Chart 11 shows the growth in total capex spent by
the hyper-scalers, along with the proportion of cash generated by these businesses that has been consumed by this
capex.
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Picks and Shovels

The capex being spent by the hyper-scalers is “real” money, which has resulted in incredible booms for those
businesses that are providing the so-called “picks and shovels”. Chart 12 shows the revenue impact this has had on the
(now) largest company in the world by market capitalisation, Nvidia, which over the last five years has seen its quarterly
revenue move from US$5.6bn in 1Q22 to US$81.6bn in 1Q27.

 Chart 11 – Hyper-scaler Capex over time

Source: J.P. Morgan

 Chart 12 – Nvidia Revenue Growth

Source: App Economy Insights



Nvidia is not alone in sharing these benefits, for example earnings from fellow semiconductor company, Micron, are
expected to jump circa five-fold in coming periods (Chart 13).
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Cash Flow

Straight from the “a picture tells a thousand words” file, Chart 14 starkly shows how the Hyper-scalers have, as a group,
moved from being hugely cash generative to now spending (more than) all the cash they generate. On the flipside, the
major beneficiaries of this have been the semiconductor companies, who have seen their cash flows soar.

 Chart 13 – Micron Earnings Expectations

Source: Pinnacle Investment Management

 Chart 14 – The great cash flow reversal

Source: Pinnacle Investment Management
Semiconductor companies: Nvidia (NVDA), Micron (MU), Broadcom (AVGO) and

Applied Materials (AMAT)



Funding

This huge deployment of cash by the hyper-scalers has resulted in a material jump in bond issuance (i.e., borrowing) by
these companies (Chart 15).
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It is not just debt funding that has been raised, with Alphabet (parent of Google) recently undertaking an US$85bn
equity raising.

In addition to the funding requirements of the hyper-scalers, the major companies developing AI models, such as
SpaceX (Grok), Anthropic (Claude) and OpenAI (ChatGPT) have also been consuming huge amounts of (investor)
capital.

Year to date in calendar 2026, capital raised by the above has totalled over ~US$325bn, comprising:
SpaceX: US$85bn equity; US$25bn debt.
OpenAI: US$122bn equity.
Anthropic: US$95bn equity.

 Chart 15 – Bond issuance by Hyper-scalers

Source: Charlie Bilello

Equity Markets

Speculative stock manias have occurred throughout the course of history, in modern times this stems back to the Tulip
bubble of the early 1600’s. In the South Sea Bubble of 1720 Isaac Newton was prompted to quip “I can calculate the
motion of heavenly bodies, but not the madness of people”.

While we will only truly know in hindsight, trading in many corners of the AI market would suggest that speculation
remains alive and well.



Chart 16 shows the 12-month gains of a number of major semiconductor companies listed on the S&P500.
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 Chart 16 – S&P500 Semiconductor Companies

Source: Finviz.com

End Consumer Impacts

Ultimately this insatiable demand for chips, memory and storage has started to collide with the forces of supply and
demand, resulting in higher input prices (Chart 17) and eventually higher prices for the outputs (Chart 18); including
smartphones, laptops, gaming consoles, and anything else that needs storage and memory.

DRAM (Dynamic Random-Access Memory) handles a computer's fast, volatile working memory.

NAND flash is non-volatile storage memory used in SSDs, USB drives, and phones — it retains data without power, is
cheaper and denser than DRAM, but slower. DRAM handles active tasks; NAND handles long-term storage.

 Chart 17 – Memory and storage inflation

Source: Charlie Bilello
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 Chart 18 – Examples of recent consumer product price increases (USD)

Source: Charlie Bilello



Other Things
In this section we discuss some topics that have caught our eye.

SpaceX

September Quarterly
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 Chart 19 – SpaceX – to the moon (or Mars)

Source: Pinnacle Investment Management

Elon Musk recently took the opportunity to cash in on the AI boom through the listing of SpaceX on the NASDAQ Index.
SpaceX brings together Musk’s private businesses, which in simple terms, encompasses Rockets (SpaceX), Satellite
Communications (Starlink), Grok (AI business) and X (formerly Twitter).

SpaceX raised US$85bn in fresh equity at US$135 per share, giving the business a market capitalisation of an
extraordinary US$1.75 trillion.Prior to its listing SpaceX’s funding was achieved through selling equity in the private
market. Chart 19 shows how the valuation applied to SpaceX, has rapidly risen in recent years, culminating in the
recent IPO.

The share price had a strong short-term rise after listing on 12 June 2026, but a month later the stock was back just
under the IPO price. 

Some things of interest from the SpaceX listing:

Holding 6.1bn shares, Elon Musk owns ~46% of SpaceX.At the IPO price of $135, Mr Musk’s stake was worth
~US$820bn, when combined with his ~30% ownership of Tesla, worth ~US$450bn, Mr Musk became the world’s
first trillionaire.
As part of Mr Musks’ compensation package, he will be granted a further one billion shares subject to achievement
of certain conditions which include the “establishment of a permanent human colony on Mars with at least one
million inhabitants.”
Notwithstanding the equity market anointing SpaceX as one of the most valuable businesses in the world,
profitability has been elusive.In FY25 SpaceX generated a net loss of US $4.9bn.



The Internet – the ultimate advertising disruptor

It has been ~30 years since the advent of the internet across general society.The so-called “rivers of gold” that
classified newspaper advertising used to provide are a distant relic, as are other forms of traditional advertising, as the
Internet as grown to now dominate this lucrative landscape (Chart 20).
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 Chart 20 – The Internet dominating advertising

Source: Scott Galloway

Iran Conflict and the Strategic Petroleum Reserve

The conflict began February 28, 2026, when the US and Israel struck Iran, killing Supreme Leader Ali Khamenei and
triggering waves of Iranian missile and drone retaliation across the region. A June ceasefire/MoU aimed at ending
fighting and reopening the Strait of Hormuz soon collapsed after a late-June Iranian drone attack on a cargo ship set off
renewed strikes and counterstrike’s.

The strategy and news on the conflict have been incredibly inconsistent, making it impossible for long-term investment
making decisions. The political and economic incentives for the United States to find a face-saving off-ramp look real
and mounting. 

The U.S. Strategic Petroleum Reserve (SPR) is the world's largest supply of emergency crude oil. It was established
(1975) primarily to reduce the impact of disruptions in supplies of petroleum products and to carry out obligations of the
United States under the international energy program (IEP). The federally owned oil stocks are stored in huge
underground salt caverns at four sites along the coastline of the Gulf of Mexico. The sheer size of the SPR (authorized
storage capacity of 714 million barrels) makes it a significant deterrent to oil import cutoffs and a key tool in foreign
policy. (Chart 21)

The SPR serves as an emergency response tool in case of significant disruptions in oil supplies that threaten the U.S.
economy. Historically, the President has authorized emergency releases from the SPR on four occasions in the past
thirty years.
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Chart 21 – U.S. Strategic Petroleum Reserve

Source: US Energy Information Administration, June 12 , 2026th

The U.S. oil stockpile is at its lowest level since July 1983, when the country was still just building up its energy supply.
Why it matters: The stockpile has played a critical role in keeping a lid on oil and gasoline prices in the Iran war, but it's
running comparatively low.

As of the week ending July 10, 2026, the U.S. Strategic Petroleum Reserve stood at roughly 316–319 million barrels of
crude oil — about 44% of its 714-million-barrel capacity.

The reserve has drawn down roughly 98.9 million barrels since the Strait of Hormuz closed, as part of a 172-million-
barrel IEA coordinated release. The SPR levels must be something the U.S. President has in mind when making
decisions on the Iran conflict.
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Day-trading President

Forbes recently reported that President Donald Trump made gains of over US$1bn during FY25. Details of these gains
and the number of share trades undertaken by the President (Chart 22) were part of a 927 page document released in
June by the intriguingly titled, US Office of Government Ethics.

 Chart 22 – Where does he find the time ?

Source: Pinnacle Investment Management

Roughly 4,000 securities have been traded across 2026 so far. 

A notable share went toward technology: Trump made around 94 "Magnificent Seven" trades in Q1, worth over $50
million, on net buying Apple and Alphabet while selling more Tesla than he bought, plus purchases of Amazon, Meta,
Oracle, Broadcom, Motorola and Dell. There are numerous transactions just prior to significant announcements or
Government contracts being awarded.

One disclosure showed Nvidia stock bought a week before the Commerce Department approved certain chip sales to
China. 

Trump has also promoted companies on Truth Social days after buying their stock. He posted about Palantir after his
accounts bought shares in the defence contractor. 

The White House maintains assets sit in a trust managed by his children, with "no conflicts of interest." and the
accounts are independently managed with no presidential involvement in specific investment decisions. Ethics experts
and congressional Democrats say the arrangement risks corruption, since presidents are exempt from conflict-of-
interest recusal laws that bind other officials. 

In addition, Trump’s crypto related dealings (platforms, Meme coins) have been his largest source of income since
returning to office. Gains of over US$1.4bn during FY25. Critics note this coincided with him pushing crypto-friendly
policy and reversing a Biden-era regulatory crackdown on the industry, while ordinary investors in these ventures
suffered significant losses. The White House has again repeatedly rejected conflict-of-interest concerns.
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