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SIGNIFICANT HOLDINGS 
 

Bega Cheese 

Graincorp 

• Healius 

• IGO Limited 

Insurance Australia Group 

Meridian Energy  

Mirvac 

Qantas 

TPG Telecom 

Westpac 
 

Performance as at 30 April, 2021 

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

(ANNUALISED %) 

Fund (after fees) 3.63 6.73 21.27 27.72 1.80 

S&P/ASX 300 Accum 3.70 7.64 20.62 31.58 8.55 

Excess -0.07 -0.92 0.65 -3.86 -6.74 

 

 

 
 
Ethical Partners Australian Share Fund 
APRIL 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 30/4/21 $0.9916 $0.9890 $0.9935 $0.9836 $0.9945 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During April 2021 the Fund returned 3.63% versus the S&P/ASX 300 

Accumulation Index of 3.70%, underperforming the market by 0.07%. Positions in 

Materials and Financials contributed to relative performance while positions in 

Telecommunications and Industrials detracted from relative performance. Despite 

the portfolio being underweight some of the larger contributors to the absolute 

index return (CommBank, BHP, Fortescue, Afterpay, CSL) during the month, the 

portfolio benefitted from a number of significant profit upgrades in overweight 

positions including NIB holdings, Bluescope Steel, Mirvac, PSC Limited, Westpac 

and a favourable asset sale at IGO Limited. 

Much of the recent market commentary centres on whether inflation will return. 

While it is yet to be seen whether the record commodity prices that are occurring 

in both hard and soft commodities and higher shipping rates make their way into 

Producer Pricing Indexes and then into Consumer Price Indexes it can be said 

that there is no natural impediment for long bond rates to moderate. It is our view 

that while central banks continue to sit on the sidelines waiting for inflation data to 

pick up, long bond rates will continue to be stable at current levels or rise as the 

market makes the required adjustments as economic activity returns and ahead of 

official rate rises. 

Conversely it is also our view that should central banks start to raise rates this will 

lead to long bond rates falling as the market will expect that this will stall any 

recovery. Interestingly the huge miss on the April 2021 expected job numbers in 

the USA (266k vs 1m expected) barely lead to any drop in ten year bond yields, 

indicating the market expects economic activity to continue to be higher despite 

short term fluctuations. 

https://www.ethicalpartners.com.au/podcasts
mailto:investors@ethicalpartners.com.au
http://www.ethicalpartners.com.au/
https://eqt.com.au/corporates-and-fund-managers/fund-managers/institutional-funds/institutional-fund-manager?f=4a3e9879-8d48-4107-af82-e6bbe814b783


 
 
 

With this backdrop, stocks with higher valuations or limited ability to produce cash flow are now fighting the 

headwind of higher interest rates and a general focus back on operating profit rather than top line growth (note the 

recent underperformance of Kogan, Redbubble, Temple and Webster, Adore Beauty as they reinvest to drive sales 

growth). This also means the cheaper and more cyclical companies that are now growing earnings have a valuation 

tailwind. 

Markets have experienced these cycles before. In the chapter 1974: Back to Reality in John Neff’s On Investing he 

notes “At long last, the highly recognised growth stocks came under considerable selling pressure...a goodbye to 

the Nifty Fifty promised better days (1) by removing the intimidating shadow of the growth stocks from the rest of the 

marketplace and (2) and by bringing more deserving stocks to the foreground”. The market today feels like it has a 

good degree of similarity to it. 

We believe the relative strength of companies in the portfolio versus the market can continue to play out in the 

current environment. While the top in growth companies may continue to be a drawn out affair as the market 

adjusts, we believe high quality value stocks can do relatively better, case in point being Bluescope Steel 

(overweight position) which has a relative return over the last twelve months of +89% versus prior market leader 

CSL Limited (underweight position) which has a relative return of -41% over the last twelve months. 

We believe another aspect of markets that is likely to emerge over the medium term is a rising level of corporate 

activity given more stable markets, economic growth and the abundance of available liquidity. 

A large percentage of the portfolio is currently exposed to companies where, in our view consensus has not 

upgraded earnings to reflect the current recovery and we believe many of these stocks still have significant upside 

potential. Industries where this is the case include; entertainment, insurance, investment banking, apartment 

building, international students, funds management and telecommunications 

ESG AND ENGAGEMENT COMMENTARY 
 

A social infrastructure company with assets on a 10.1% cap rate 

We were quite excited to get out on the road again recently, somewhat comforted by the high likelihood that 

Gladys would welcome us back home if an outbreak was to occur while on the road. We visited Eureka 

Group Holdings (ASX:EGH) assets in suburban Adelaide and came away impressed with the management 

teams we met. 

EGH is a specialist owner and manager of rental villages for independent seniors. It owns and manages 

2,200 units Australia wide, with >90% of rental income underpinned by government pensions. This is not 

aged care. Residents live independently but benefit from a professionally run village which in some cases 

provides the optional provision of meals. Jenny and Kym run Elizabeth Vale, a village in suburban Adelaide 

consisting of 107 one bedroom units. Residents enjoy the community interaction, the use of a small library, 

central shared facilities, landscaped gardens and a sense of safety and security (see pictures on the next 

page). After a few hours with the management team, it was clear to us that EGH staff treat the residents 

fairly and with compassion while respecting their independence. Most of our questions revolved around a 

broad duty of care towards residents, many of whom are vulnerable relative to the general population. We 

feel sure that some of the systems and policies implemented at Elizabeth Vale could be rolled out to other 

EGH villages. Occupancy is 98%+ with a waiting list. Management is in a position where it can select tenants 

to maintain the right overall village environment. No advertising or marketing is necessary, increasing 

EBITDA margins. Solar has recently been added (just as in another 12 EGH villages) achieving a >20% ROI 

with EGH and residents sharing in the benefits. 

To us, EGH is an under-appreciated social infrastructure opportunity. 15.9% (>4m people) of the Australian 

population is aged 65 or older. Over the two decades to 2019, the number of people aged 85 years and over 

increased by 117%, compared with a total population growth of 35% over the same period. There is also a 

clear trend to renting for the older cohorts of society. EGH provides accommodation at affordable price points 

for older Australians. It is an important service to society which will only grow in importance as the population 

becomes older. 

This is a fragmented sector ready for a higher level of professionalism and institutionalisation. It is well suited 

to scale and the introduction of efficient systems. The beneficiaries of this will be residents and capital 

providers. This is only possible if a long term, patient, sensible and compassionate view towards residents is 

taken as the company grows. We are satisfied that EGH’s management and Board are taking this measured 

approach. As the sector grows and consolidates we believe it will be re-priced. The weighted average 

capitalisation rate for EGH’s assets is 10.1%. With interest rates near zero and >90% of the income backed 

by the government pension, this cap rate appears significantly mispriced. With access to both debt and 

equity accompanying a strategic approach to expansion, EGH is well positioned to acquire but also 

undertake highly accretive greenfields and brownfields developments while effectively managing risk. 

 



 
 

  

 

Modern Slavery review 

We have undertaken an initial analysis of the Modern Slavery statements of the top 200 ASX companies.   

Much of the reporting in this initial year we would define as basic, and even those defined as good (with 

recognition it is very early days for reporting) we expect significant improvements towards best practice year 

on year.  

There are also a small percentage of companies that we believe have leading statements for this stage in the 

evolution of Modern Slavery reporting. These include Ethical Partners owned Kathmandu, and Woolworths 

(not owned in the Ethical Partners Australian Share Fund) with whom we have engaged regularly on this 

issue. Some of the best practice behaviors noted in these statements include comprehensive risk 

identification methods, substantial detail and disclosure, examples across the supply chain where Modern 

Slavery was found and how it was remedied, updating of policies and procedures as a consequence of 

completing the Modern Slavery statement process and the inclusion of remediation methods for all breaches 

and risks.  

Some issues we will be engaging with companies about will be the need to move past tier one reporting, 

moving past simply using clauses in supplier contracts and the development of root analysis of the causes of 

Modern Slavery, deeper due diligence, enhanced auditing practices, worker voice mechanisms, rights 

education, freedom of association, procurement practices and prevention strategies. We are also concerned 

with and continue to engage with companies about the effectiveness and transparency of the utilisation of 

grievance mechanisms,  the lack of attention to remediation, the need for board level training on Modern 

Slavery and the over reliance on self-assessment questionnaires.   

Continued over… 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

SECTOR EXPOSURE, APRIL 2021 

 
 

 

 

 

We are proud to be launching a new Podcast…. GOOD INVESTING… brought to you by 
Ethical Partners. The Good Investing Podcast connects you with successful investors and 

business leaders who invest in, or are experts in, a range of industries… but do it with a 
difference. These leaders of industry are the best at what they do in their chosen field but all 
have one thing in common - they are passionate about doing things the right way and giving 
back to the communities in which they operate. Episode 1: Michael Traill, possibly 

Australia’s pre-eminent “Good” investor. Link: https://www.ethicalpartners.com.au/podcasts 
or go to Apple Podcasts, Google Podcasts, Spotify. 

 

 

 

 

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. The information contained in the Ethical Partners Good Investing Podcast is for general informational purposes only 

and does not constitute investment or financial advice. You should seek tailored advice specific to your circumstances before making any investment decisions. 
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