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Economics
February 29 2012

Battle-scarred companies winning the fight 
Corporate profit-reporting season 
 CommSec has assessed the results of 131 companies from the ASX 200 index that reported half-year (HY) 

results to December 2011 (results for the six months to December) and 24 ASX 200 companies that 
reported full year (FY) results (results for the 12 months to December).  

 Aggregate half-year profits rose by 5.5 per cent to $26.7 billion (in the previous full-year results to June, 
profits were up 31.8 per cent). Meanwhile the aggregate FY earnings were down by 45.2 per cent (largely 
reflecting write-downs by Caltex). 

 Of the companies reporting half-yearly earnings, overall 111 companies or 85 per cent of companies 
produced a profit (previously 82 per cent produced a profit for the year to June) while only six of the FY 
companies didn’t report a profit.  

 But only 61 companies (or 47 per cent) of the HY companies reported an improvement in profit (previously 
62 per cent of companies reported an increase in profit for the year to June). 

 Cash balances are being trimmed but there are mixed results. Of the half-yearly reporting companies, 
aggregate cash balances have fallen by 14 per cent between June and December. But it is by no means 
one-way traffic. Fifty-two per cent of companies cut cash balances while 48 per cent lifted their cash 
holdings. And excluding BHP Billiton, cash balances were actually up 7 per cent. 

 The vast majority of ASX 200 companies paid dividends. Of the half yearly reporting companies, 79 per 
cent issued a dividend. Aggregate dividends were up 7 per cent on a year ago. 

 Bloomberg has highlighted the mixed nature of the half-year earnings results with “negative surprises” 
ahead of “positive surprises” by 50 per cent to 36 per cent. 

What do the figures show and what does it all mean? 
 Corporate Australia is still racking up profits, but the past year has clearly been tough. We have assessed the 

half-yearly earnings results of 131 companies that are included in the ASX 200 index. And the good news is that 
the bulk of companies are still in the black. Overall 85 per cent of companies reported profits for the six month 
period to December 2011.  

 When you consider the environment, characterised by super-cautious consumers, a strong Aussie dollar and 
worries about the health of European economies, the bottom-line result is positive. In fact a smaller 82 per cent of 
companies previously chalked up a profit for the year to June 2011. 

 But when you dig beneath the surface, it is clear how mixed the reporting season was. Less than half (47 per 
cent) of the companies issuing results for the six months to December, reported a lift in profits while the remainder 
reported weaker earnings. 

 Still, in aggregate, profits of the companies reporting half-year profits were up 5.5 per cent on a year ago. 
Revenue and other income rose in aggregate by 9 per cent while cost of sales and other expenses rose by 10 per 
cent. 

 Some companies had to deal with super-cautious consumers who refused to open their wallets. And those that 
were spending were checking whether there were better bargains to be had from overseas retailers and suppliers. 
Other consumers went on trips overseas and bought goods on holidays, rather than at home. As a result, 
consumer-focussed businesses were forced to trim margins and cut costs to stay competitive. 



Economic Insights   Battle-scarred companies winning the fight 
 

February 29 2011 2

 Other firms, especially in the industrials and materials sector, were challenged by the Aussie dollar in different 
ways, forced to re-assess strategies to stay profitable and competitive. Qantas, OneSteel, BlueScope, and Caltex 
are just some of the companies that have, or are in the process, of dissecting their operations. 

 Financial institutions are also closely assessing strategies given the reluctance to borrow by businesses and 
consumers, high cost of funds and community focus on earnings and return on equity. 

 One feature of the earnings season was the number of companies reporting “abnormals” or special factors 
impacting on their results like write-downs or impairment charges. Somewhat perversely it has been the innate 
strength of balance sheets and high cash reserves that has allowed companies to take charges to their accounts 
at this time. 

 Another notable feature of the earnings season has been the drop in cash reserves. Of the companies reporting 
half year results, aggregate cash reserves fell between the end of June and the end of December by 14.1 per 
cent to $55.7 billion. However the result was driven by BHP Billiton. Excluding BHP Billiton, cash balances were 
actually up by 7 per cent. But across the board the performance was mixed with 48 per cent increasing cash 
holdings and 52 per cent cut cash levels. Still, given that aggregate profits for the period totalled $26.7 billion, it is 
clear that companies remain conservative. 

 Some of the cash balances have been put to work such as in new capital expenditure. Clearly companies couldn’t 
continue to accumulate cash reserves forever – more investors would have been prompted to assess the value of 
their investments. But companies must divine a responsible path, weighing up conservative balance sheets, 
attempts to increase productivity and profitability, growing their businesses organically or by acquisition and 
embracing strategic opportunities. 

 The good news for investors is that the bulk of companies continue to issue dividends and the majority of 
companies have either maintained or increased dividends. Of the companies reporting half-year earnings, 79 per 
cent of companies – more than three out of even four companies – reported an interim dividend. And of those 
reporting a dividend, 48 per cent lifted dividends, 31 maintained dividends while 21 companies trimmed their 
dividend compared with the previous year’s interim results. 

 The mixed nature of the reporting season is apparent in the number of companies reporting “negative surprises” 
or “positive surprises” – that is, results above or below expectations. Bloomberg has assessed the companies 
reporting half-year results and found that 50 per cent produced “negative surprises” with 36 per cent issuing 
results better than consensus forecasts. Most negative surprises were in Basic Materials while in the Industrials 
sector, there were more positive, than negative surprises. 

Outlook: 
 Corporate Australia has just come through one of the more difficult operating periods in recent years. Not only 

were headwinds provided by the European financial crisis, slow US economic recovery and engineered slowdown 
in China, but the on-going strength of the Aussie dollar, conservative practices by both consumers and 
businesses and absence of stimulus from monetary or fiscal policy ensured that the word “challenging” was 
constantly in use by chief executive officers. 

 Still despite all the headwinds, it is clear that balance sheets remain in good shape. And this is opportune as 
many companies have hard decisions to make about future strategies. The Aussie dollar looks set to remain 
above parity in the short to medium term. Our currency strategists have factored in levels of US108-109 cents 
over the next year. 

 Companies must work out how to effectively compete against domestic and external competitors in an 
environment characterised by technological change and a historically-high currency. 

 The good news is that European nations have finally got the message that they need to do what it takes to regain 
confidence of investors and stabilise their economies. The US economy is on a firmer growth path and China has 
engineered a ‘soft landing’ although challenges still remain. 

 Unfortunately the Reserve Bank is reluctant to provide further monetary stimulus so the onus will be on 
companies to improve efficiency and productivity in order to boost profits. 

 CommSec expects the All Ordinaries to gradually track higher to around 4,450 points (ASX 200 4,400), lifting to 
4,650 by December 2012 (ASX 200 4,600). While these targets appear eminently achievable, we are comfortable 
with our conservative view at present in light of future hurdles. The sharemarket also faces major competition for 
funds from bank term deposits and property investments while a firm Aussie dollar will reduce the enthusiasm for 
Aussie equities by foreign investors, 
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