
INCEPTION DATE 

8 August 2018 

RESPONSIBLE ENTITY 

Equity Trustees (ASX:EQT) 

BENCHMARK 

S&P/ASX 300 Accum. Index 

UNIT PRICING 

Daily 

DISTRIBUTIONS 

Every six months 

BUY/SELL SPREAD 

0.20% 

MGT & PERFORMANCE FEE (PDS) 

0.95% (+15% outperformance) 

AVAILABILITY 

Macquarie Wrap, Netwealth, 

HUB24, Ausmaq, direct 

MINIMUM INVESTMENT 

$25,000 

INVESTMENT DIRECTOR & CEO 

Nathan Parkin & Matt Nacard 

GOOD INVESTING PODCAST 

Link to latest episode - Nathan Parkin 

NET ZERO 2050 TARGET 

Read about Net Zero 2050 here 

 
 

CONTACT US: 02 8999 1228 

investors@ethicalpartners.com.au 

www.ethicalpartners.com.au 

Link to PDS 

 

SIGNIFICANT HOLDINGS 
 

Australian Clinical Labs (ACL) 

Bluescope (BSL 

Deterra Royalties Ltd (DRR) 

Graincorp (GNC) 

• IGO Limited (IGO) 

OZ Minerals (OZL 

Macquarie Group (MQG) 

Mirvac (MGR) 

NobleOak Life (NOL) 

United Malt Group (UMG) 

 
Performance as at 31 December, 2021 

INVESTOR CLASS 1 MONTH 

% 

3 MONTHS 

% 

6 MONTHS 

% 

1 YEAR 

         % 

SINCE INCEPTION 

(ANN %) 

Fund (after fees) 5.88 5.46 11.88 22.07 5.71 

S&P/ASX 300* 2.65 2.21 4.03 17.54 9.50 

Excess 3.23 3.25 7.85 4.53 -3.79 

 
This newsletter is intended for wholesale and institutional investors only. *Accumulation Index 

 

 
 
Ethical Partners Australian Share Fund 
DECEMBER 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. The Fund has adopted a Net Zero Emissions by 2050 target. 

 INVESTOR CLASS CLASS A CLASS B CLASS C CLASS E 

Unit Price 31/12/21 $1.1339 $1.1275 $1.1392 $1.1089 $1.1343 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During calendar year 2021 returns generated through individual stock selection saw 

the Fund deliver 22.07%, outperforming the S&P/ASX 300 Accumulation Index by 

4.53% after fees. During the year the portfolio found attractive investment 

opportunities across a wide variety of companies and industries from Lithium & 

Copper to Insurance Broking, Agriculture and Pathology testing. Being underweight 

expensive Tech and Healthcare names also contributed to relative performance.  

While the market worried about slowing macro growth and stagflation during the year 

we remained focused on the prospects for individual companies with strong 

fundamentals, robust ESG credentials and we maintained our strong valuation 

discipline. This saw the Fund benefit from carrying large overweight positions in 

companies whose prospects were improving from a cyclical low point or where our 

profit forecasts were ahead of market expectations. 

At the same time we avoided stocks with expensive valuations (namely Tech and 

Healthcare) or a low prospect of making a profit, the latter being the hardest hit in 

terms of their share prices in recent months. Detractors from portfolio performance 

included TPG Telecom (where the proposed merger benefits are manifesting slower 

than anticipated), IAG Limited (where natural perils and accident frequency continue 

to be worse than expected) and Platinum Asset Management (where performance 

has not delivered in this stage of the cycle and flows have not improved despite a 

major competitor experiencing a tough period). 

Some of the larger contributors to portfolio performance over 2021 were: (see over) 

 

 

https://www.ethicalpartners.com.au/podcasts
https://www.ethicalpartners.com.au/post/australian-share-fund-net-zero-2050
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


 
 

- The Fund accumulated a position in IGO Group (IGO) through CY20, the net cash position was approximately one 

quarter of the market cap at the time, this was complimented by a high quality, albeit short mine life, Nickel asset 

(Nova mine in WA) and Tropicana Gold JV, also in Western Australia. IGO’s stated ambition was to become a 

clean energy metals producer and they successfully completed two transformational transactions in 2021, first the 

sale of the Tropicana gold mine 30% stake in May 2021 and the finalisation of the (Nov 2020) announced 

Greenbushes Lithium acquisition, on 30 June 2021. Management executed an exceptionally well-timed acquisition 

of arguably the highest quality Lithium (Spodumene) asset globally when spot Lithium pricing was below $400/tn 

(USD), 13 months later Platts suggests this price is now over $3000/tn as at January 2022. We are always 

sceptical of execution risk in transformational M&A but given the quality of the asset acquired, the timing in the 

underlying lithium commodity cycle, combined with our deep understanding of the sustainability drivers around the 

take up of battery storage and electric vehicles globally, we chose to maintain a large overweight position 

throughout CY2021, enjoying the 129% share price appreciation from the last traded price before the Tianqi lithium 

acquisition and the 74% increase in share price during the year. 

- Australian Clinical Labs (ACL) climbed 45.9% in December and is up over 67% from our purchase price earlier 

in 2021. The IPO came out of private equity hands and we were naturally sceptical but the investment made by 

Crescent Capital Partners pre-IPO in IT and lab systems combined with the high quality management team and 

Board led us to take a position in the company and continue to purchase the stock as it traded below the IPO price 

in subsequent months. The company has delivered four profit upgrades during the last seven months as Covid 

testing extended beyond expectations but as we look into FY23 the company is still not trading on a demanding 

multiple, assuming a normalisation of testing volumes. The company’s purchase of Medlab was an excellent 

acquisition in our view and should deliver material benefits over the medium term. 

- Graincorp (GNC) rallied 103% during 2021 as the company delivered three consecutive profit upgrades as crop 

volumes recovered from drought conditions and management executed their strategy well. Record grain exports, 

high levels of operational efficiency, better grower relations and good demand for Australian wheat in global 

markets all helped to see the company beat the top end of revised earnings guidance at the November result. With 

high grain system carry-in and with another record crop likely in 2022 the earnings outlook appears solid. 

- PSC Insurance (PSI) delivered a total return of 61% in CY2021. The insurance broker is a defensive growth 

business which has been relatively unscathed despite Covid disruptions because the product (insurance) it 

distributes is an essential which all businesses must have to operate. Underlying profit grew by 20%+ in the latest 

fiscal year driven by both strong organic and acquisition related growth. The company is majority owned by 

insiders who have a proven track record and extensive experience in the industry. The business has grown 

underlying profit by 2.5x in the last 4 years and has a goal to double earnings in the next 4 years. A solid portion of 

this growth ought to come from the UK market where the company has established a strong base. The stock is on 

an undemanding multiple and solid dividend yield given the favourable insurance premium cycle, future growth 

opportunities and defensive growth nature of the business. 

- OZ Minerals (OZL) was a key overweight position during CY2021, the stock appreciated 49% during the year, 

supported by a number of key drivers. The bottom up investment case was driven by consistent operational 

performance due to high quality copper assets in Australia, further production growth announcements (in particular 

the shaft mine at Prominent Hill), a net cash balance sheet which provides optionality and a strong management 

team. The buoyant copper price obviously remains supportive, up 27% for the calendar year given on-going global 

supply concerns and an improving economic growth profile globally as the world recovers from the pandemic 

induced slow-down. When we built our position, our modelling suggested the company was reflecting an implied 

price of US$2.90/lb of copper (current spot US$4.55/lb) which versus the backdrop of the last 12 months provided 

us with an attractive risk/reward opportunity, especially when combined with the potential for OZ Minerals to grow 

production materially over time. 

The existence of company profit has admittedly not been a necessary prerequisite of general share price success over 

the past few years. Things have changed, in our view. Profit and cashflow however have suddenly come back into 

vogue. Our Investment Process requires that companies demonstrate a track record of making strong cashflows before 

we invest. As interest rates start to rise, valuing companies that have profits and cashflow is easier and a stronger 

business cycle can be of benefit to the company if they have pricing power. 

As the cycle strengthens there will inevitably be volatility in markets, but the overriding theme is that a strong and 

consistently applied Investment Process and valuation discipline will prove its worth, especially as the investment 

landscape is now shifting and markets once again find comfort in proven businesses that can demonstrate they can 

stand on their own without the need for constant injections of capital and shareholder dilution to stay afloat. With that in 

mind, all companies held in the Fund have strong cashflow and currently approximately 45% of the Fund is invested in 

companies that have a net cash position on their balance sheet. Six of our top ten absolute positions and six of the top 

ten active positions in the Fund have a net cash position which puts them in a strong financial position, allows for 

investment in future growth and provides excellent optionality for new opportunities. 

Our expectation is that in coming periods the market will continue to turn away from companies that cannot fund their 

own operations, are trading on exorbitant revenue multiples and where business models are threatened in the medium 

term from a transitioning economy. Our Investment Process naturally avoids such companies and this results in the 

Fund holding companies with strong fundamentals (balance sheet, cashflow, prudent management and a better ESG 

approach) that will provide the best opportunities, in our view. 



 
 

ESG AND ENGAGEMENT COMMENTARY 

After a very busy year in sustainability globally, December 2021 has been about both reflection and planning for Ethical 

Partners. We will shortly be releasing to our clients a report that analyses the developments from COP26, as well as 

other notable global developments in ESG. This will be within a context of what it means for our portfolios and 

engagements for 2022. We have also been busy refining and enriching our EPORA process, consolidating our 

company engagement plans, and prioritising our research and engagement topics for the coming year. In 2022, Ethical 

Partners will continue to focus on specific individual company ESG factors, but will also have a particular focus on six 

issues, encompassing environmental, social and governance areas that we believe hold particular relevance: 

- Monitoring the accountability and progress towards Net Zero goals and emissions targets, as well as TCFD 

reporting and scenario testing, and an increasing focus on physical risk and resilience initiatives. 

- Biodiversity and Natural Capital: This includes nature-based solutions, TNFD, impacts and dependencies in 

addition to nature-positive targets. Inherent within this topic is a focus on deforestation, circular economy, water, 

pollution, sustainable agriculture and chemicals. 

- Water: Ethical Partners believes that water risk is a critical and under-discussed risk facing the market and while 

this is also considered in Natural Capital above, we believe that it is important enough to warrant its own priority 

focus. As well as targets to decrease water usage we will also focus on water dependencies and the risks of water-

stress, as well as impacts, including water pollution, effluents, sustainable fishing, ocean health and its role in 

mitigating climate change and the biodiversity and social implications of damage to water systems. 

- Just transition: The ILO has stated that “A just transition for all towards an environmentally sustainable economy 

needs to be well managed and contribute to the goals of decent work for all, social inclusion and the eradication of 

poverty”. Our focus on just transition will include encouraging an orderly transition through both company and 

wider policy engagement, job-reskilling and employment provision, community adaption, as well as accessible and 

affordable insurance. We will also be looking at the vulnerability of certain regions and areas to climate risk and job 

losses, adaption and resilience programs and community support and the investment related risks of community 

impacts of the carbon transition/climate change. 

- Living wage: It is very clear that modern slavery occurs on a continuum of exploitation and that if we are to ensure 

SDG 8, decent work, and properly address the other interrelated SDG’s (particularly 1, 2,3, 4, 5 and 10) that we 

must ensure companies are addressing paying a living wage in their supply chain.  

- Boards and Governance: This priority includes a continuing and deeper focus on the inclusion of quality ESG 

metrics in remuneration, board governance, understanding, training and leadership in sustainability, as well as a 

board accountability for sustainability targets and reporting. We will have additional focus on how boards can help 

address fair taxation, diversity/equality and children’s rights, as well as a renewed focus on corporate lobbying and 

policy engagement – both positive and negative. 

We look forward to communicating more about how Ethical Partners is including these priorities in our EPORA 

analysis, investment decisions, engagements and advocacy as the year progresses. 

 

SECTOR EXPOSURE, OCTOBER 2021 (% of the fund) 
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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. Ep#8: Nathan Parkin… In this hard hitting interview, 
Matt Nacard asks the questions you have always wanted to ask of Nathan… about the 
special sauce and secret ingredients required in being an Investment Director and 
Portfolio Manager. Nathan thoughtfully reflects upon the investment process at Ethical 
Partners, the EPORA and the increasing focus on sustainability and company 
engagement. We hope you enjoy listening to it as much as we did compiling it. 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 wi thout 

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. For Ethical Partners 

Funds Management Target Market Determination (TMD) please Click here. The TMD describes who financial products issued by Ethical Partners or its Responsible Entity are 

likely to be appropriate for (i.e. the target market), and any conditions around how products can be distributed to investors. It also describes the events or circumstances where 

the TMD for financial products may need to be reviewed. 

 

https://www.ethicalpartners.com.au/podcasts

