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SIGNIFICANT HOLDINGS 
 

Bega Cheese 

• Bluescope Steel 

Graincorp 

• Healius 

• IGO Limited 

 

Insurance Australia Group 

Meridian Energy  

Qantas 

TPG Telecom 

Westpac 

Performance as at 31 March, 2021 

INVESTOR CLASS 1 MONTH % 3 MONTHS % 6 MONTHS % 12 MONTHS % SINCE INCEPTION 

(ANNUALISED %) 

Fund (after fees) 3.07 2.42 20.36 28.85 0.50 

S&P/ASX 300 Accum 2.30 4.15 18.51 38.34 7.34 

Excess 0.77 -1.73 1.85 -9.49 -6.84 

 

 

 
 
Ethical Partners Australian Share Fund 
MARCH 2021 

Ethical Partners Funds Management is a boutique Australian fund manager which is fully owned by 

its staff. We have a dual focus on performance and investing ethically over the long term. Our 
approach directly manages risk for our clients, provides the ability to invest in line with your values 

and actively advocates for change. Investors in the Fund invest alongside the owners and managers 

of Ethical Partners. 

 INVESTOR CLASS CLASS A CLASS B CLASS C CLASS E 

Unit Price 31/3/21 $0.9569 $0.9543 $0.9585 $0.9489 $0.9591 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During March 2021 the Fund returned 3.07% versus the S&P/ASX 300 

Accumulation Index of 2.30%, outperforming the market by 0.77%. An overweight 

position in consumer staples and an underweight position in materials contributed 

to relative performance while an overweight position in financials and an 

underweight position in consumer discretionary detracted from relative 

performance. 

While the Australian equity market continues to post strong monthly returns, 

fragilities are starting to emerge as equity and bond markets are in the midst of 

trying to work out whether: 

1. There is a strong global economic recovery occurring or whether delays in 

vaccine rollouts or second or third wave COVID-19 strains will cause delays; 

2. The Fed is serious about not intervening in the rapidly rising bond yield 

situation and if inflation will actually arrive and; 

3. The easy monetary conditions of the past few years has led to inherent risk 

taking that is now threatening to unwind, starting with the first major hedge fund 

and finance house bankruptcies, even while we are in the midst of a bull market. 

Informed by our observations, mostly from our interactions with individual 

companies, we believe that an economic recovery is coming led by improving 

demand. But it won’t be pervasive and may well see long delays for some sectors. 

It is also likely that there has been excess risk built up in a system of easy money 

and an effective “Fed Put” having been assumed by markets for many years. We 

see central banks as having little choice but to continue to preach no intervention 

lest they inadvertently and prematurely overturn a fragile restoration of growth. 
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In our view we are currently in an environment where not all risks are worth taking. The greatest risks in markets at 

present remain in business models that are not well understood and in particular what effect moves in financial 

asset pricing and counterparty risk will have on the business model; those companies with no cash flow and no 

demonstrated ability to generate it within the current (favourable) operating conditions; and valuations that have 

gotten ahead of themselves. The frailties in the system are starting to show, including in the last three months the 

bailing out of Melvin capital, Greensill bankruptcy and margins calls at Archegos that have already caused losses in 

the billions for banks in Switzerland and Japan and industrial companies let alone further knock on effects still 

outstanding. 

But there are some risks worth taking too. The greatest opportunities in our view are those well-funded companies 

that might benefit from a shift in goods purchasing to services purchasing (within near to medium time frames); 

companies where consensus expectations have not yet adjusted to the inflection point we think we are at and; 

companies that have just entered a favourable point in their cycle where benefits could extend well beyond market 

expectations. Longer term we see better run quality companies who are conscious of business and ESG 

sustainability set to win versus those that have not yet caught up. 

Stocks that have entered a favourable point in their cycle where benefits could extend well beyond market 

expectations include Graincorp (overweight) and Bluescope (overweight). Bluescope upgraded profits three times in 

the last quarter of 2020 with Australian steel volumes at record levels amidst strong building activity. While the 

market sold the stock following each of these profit upgrades, as a quick mean reversion was assumed, the stock 

has recently hit record highs as the strong steel pricing environment in Asia and the USA persists longer than 

expected. Likewise Graincorp, having been gifted record east coast crop volumes and having seen the company 

and ABARES consistently upgrade crop volumes since mid-last year the stock has only recently hit all-time highs in 

March as the market belatedly recognizes the ongoing operational improvements, cost outs, new rail contracts, the 

likely financial benefit of carry-in crops into FY21 and market share gains. We have been building large overweight 

positions in stocks that have similar conditions precedent but not yet recognized by the market. 

We believe that economic and financial market variables are changing rapidly and it will be important to understand 

how companies will stand up to the changing circumstances around them. Consequently not all risks will be worth 

taking. We are however still finding good opportunities where we are confident the market has not yet recognized 

the opportunity in this changing environment. 

ESG AND ENGAGEMENT COMMENTARY 
 

Modern Slavery 

This month, Ethical Partners was proud to release its first Modern Slavery Report. While we do not fall within 

the mandatory threshold for reporting, we have chosen to make a voluntary report for several reasons. 

Firstly, we believe that if investors are demanding that corporates provide transparency, accountability, 

disclosure and attention to Modern Slavery within their operations, we as investors must also be transparent 

and accountable as to how we address Modern Slavery.  Secondly, this report will provide our clients with a 

clear understanding of how we address Modern Slavery within our portfolio via our investment process and 

how we are engaging with companies about Modern Slavery. Thirdly, the process of compiling our own 

Modern Slavery Report was very instructive for our team regarding the process that companies need to go 

through to publically report on Modern Slavery.  

Please see our report via the following link https://www.ethicalpartners.com.au/post/ethical-partners-modern-

slavery-report 

Diversity and inclusion 

Diversity and inclusion is an area of increasing interest for investors and one of Ethical Partners’ key themes 

of engagement in 2021. The recent World Down Syndrome Day in March and conversations with interested 

clients have provided us with the opportunity to reiterate our strategic focus on diversity and inclusion in the 

area of disability for corporate Australia. Globally, 15% of the population are persons with disabilities. There 

are approximately 1 in 1,000 people born with Down syndrome every year. The labor force participation rate 

globally for people with disabilities is at 32.8% compared to 77.1% for those without disabilities.  We believe 

it is imperative that investors use their shareholder voice to raise the awareness of this important diversity 

issue and help companies to improve inclusion in this area. Further thoughts via the following link: 

https://www.ethicalpartners.com.au/post/diversity-and-inclusion 

Global Action Pledge on Child Labour 

Ethical Partners has recently submitted a Global Action Pledge on Child Labour through the UN Global 

Compact. The global community has made strides in eliminating child labour but there is still a significant 

amount of work to do. Between 2000 and 2016, there was a 38% decrease in child labour globally. However, 

there is still an estimated 152 million children across the world who are in child labour. The goal remains to 

end child labour by 2025 and end forced labour, human trafficking, and modern slavery by 2030. Ethical 

Partners aims to use its investor voice throughout 2021 to help bring awareness of this important issue to 

ASX listed companies. 152 million children around the globe work because their survival depends on it. It 

may be because their parents don’t have access to work or because national education and social protection 
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systems are weak. Sometimes it is a result of ingrained customs or even because adults take advantage of 

children’s vulnerability. In order to help promote the ending of child labour in ASX companies and contribute 

to wider corporate and societal advocacy about the issue, Ethical Partners has committed to research and 

engage with key organisations by the end of 2021. We expect to learn more about the state of understanding 

and action on child labour in ASX companies, and to demonstrate best practices with the intent of influencing 

ASX listed companies to address these risks. You can read more about our commitment via the following 

link: https://www.ethicalpartners.com.au/post/the-action-pledge-to-help-end-child-labour 

 

SECTOR EXPOSURE, MARCH 2021 

 
 

 

 

 

 

 

 

 

 

Ethical Partners Management Services ACN 623 503 720 (EPMS) as Corporate Authorised Representative of Ethical Partners Funds Management Pty Ltd (EPFM) ACN 623 

475 454; AFSL 504749 is the author of this newsletter and Equity Trustees Limited (ABN 46 004 031 298, AFSL 240975) (EQT) is the issuer and responsible entity of the 

Ethical Partners Australian Share Fund (Australian Share 

Fund). Access to this newsletter and the information on it is intended only for people or entities that are Wholesale investors or Sophisticated investors (as set out in the 

following paragraph).The information provided on this newsletter is general information only. The information has been prepared without taking into account your personal 

objectives, financial situation or particular needs. Therefore, before acting on any advice, you should consider the appropriateness of the advice in light of your own or your 

client’s objectives, financial situation or needs. You are responsible for all of your activity in connection with accessing the newsletter. 

The Zenith Investment Partners (ABN 27 103132 672, AFS Licence 226872) (“Zenith”) rating (assigned May 2020) referred to in this document is limited to “General Advice” 

(s766B Corporations Act 2001) for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any 

individual and is subject to change at any time without prior notice. It is not a specific recommendation to purchase, sell or hold the relevant product(s). Investors should seek 

independent financial advice before making an investment decision and should consider the appropriateness of this advice in light of their own objectives, financial situation 

and needs. Investors should obtain a copy of,and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment available on 

the Zenith website. Past performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct Product 

Assessments. Full details regarding Zenith’s methodology, ratings definitions and regulatory compliance are available on our Product Assessments and at 

http://www.zenithpartners.com.au/RegulatoryGuidelines 
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