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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 January 2022 

INVESTOR CLASS 1 MONTH 

% 

3 MONTHS 

% 

6 MONTHS 

% 

1 YEAR 

         % 

SINCE INCEPTION 

(ANN %) 

Fund (after fees) -8.35 -4.39 1.34 12.51 2.96 

S&P/ASX 300* -6.45 -4.49 -3.75 9.59 7.18 

Excess -1.90 0.10 5.09 2.92 -4.23 

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

 

 
 
Ethical Partners Australian Share Fund 
JANUARY 2022 

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 31/1/22 $1.0297 $1.0231 $1.0339 $1.0122 $1.0272 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During January 2022 the Fund returned -8.35% versus the S&P/ASX 300 

Accumulation Index of -6.45%, underperforming the market by 1.90%. An 

underweight position in Iron Ore and Energy companies made up almost all of the 

difference in relative performance as BHP Group (not held) in particular, gained 

+11.7% during the month as its London and Australian listing unified. The Fund does 

not hold BHP Group or Energy companies due to their fossil fuel exposures. During 

the month the market decline also saw some of our major positions underperform 

(eg: BlueScope Steel down 12.5%, Macquarie Group down 10.6%, GrainCorp down 

11.9%) and we used the opportunity to add to existing positions. 

Following the record monetary stimulus through global central banks since the start 

of 2020 the economic cycle is alive and well with the latest observation being the 

stronger than expected labour report in the USA on Friday 4th Feb 2022 (476,000 

jobs added last month vs 150,000 expected). 

While the economic cycle strengthens and the market anticipates monetary 

tightening, it has driven volatility and we have used the time to introduce a number of 

new opportunities in some high quality companies that had previously been too 

expensive. We have been analysing some of these companies for more than three 

years and never bought a share until now when their valuations have become 

relatively attractive. 

Turning to valuations, over the last two years in particular the PE expansion we 

witnessed in markets (that was driven by low levels of economic activity as well as no 

inflation) drove what we believe was the last big move in a decade long cycle of re-

rating growth oriented equities. Investors pushed the price of any company that could 

demonstrate earnings growth to unprecedented premiums. 

https://podcasts.apple.com/au/podcast/ethical-partners-good-investing-podcast/id1565466749
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
https://www.ethicalpartners.com.au/post/australian-share-fund-net-zero-2050


 
 

But today in our view, with the strength of the economic cycle, investors no longer have to pay high PEs for companies 

that can demonstrate growth, in fact the companies that are exhibiting some of the best earnings growth are on 

relatively low PEs. We are seeing high levels of economic and consumer demand, rising prices, the best year for 

commodities since 1973, central banks around the world consistently underestimating the strength of the labour market 

(and supply chain disruptions) and a material unwinding of emergency asset purchasing programs. Interest rates are 

the great leveler to valuations and PEs are converging quickly as the highest are driven down. 

While the market will try to extrapolate what the effect of changing interest rates means for all companies, the team at 

Ethical Partners relies on many and varied company specific factors when making investment decisions. We don’t think 

that one macro assumption around interest rates is enough to justify any investment. For instance, below we list many 

of the varying factors we are looking to for some of our key positions. 

Our investment case for owning an overweight position in Macquarie Group is driven by a combination of; healthy 

unlisted asset prices, commodity price volatility, the global green energy transition, opportunities in developing and 

retaining assets, Macquarie’s client demand for new funds, higher mortgage market share in Australia, the company’s 

ability to execute equity and debt transactions, the excess capital position and strong commentary from Macquarie on 

the level of opportunities. 

BlueScope Steel includes; execution of the company’s Northstar project in the USA (lower carbon steel manufacturing), 

strong end customer (mainly auto) demand, a low level of Chinese steel exports, US tariffs, strong Australian housing 

and industry demand, industry consolidation that is driving higher returns on capital over the medium term, a historically 

high level of net cash on the balance sheet. 

OZ Minerals includes; the company’s production growth at key assets, an increasing demand for green copper, the 

global shortage of copper production growth in low risk jurisdictions, the energy transition to EVs, domestically located 

high quality assets, balance sheet flexibility. 

We seek out investment opportunities on a company by company basis taking in to account a wide variety of company 

specific factors. The market volatility is providing many new opportunities at present plus the ability to invest further in 

our key positions at attractive valuations. 

ESG AND ENGAGEMENT COMMENTARY 

This month Ethical Partners published our FY21 Modern Slavery Report. Publishing a voluntary report reflects our 

strong belief that investors must be as transparent and accountable. The report details all of the engagement and 

analysis Ethical Partners undertakes on our portfolio companies in order to ensure that our investments are also 

managing their modern slavery risks and protecting vulnerable workers’ rights. It also talks about: 

- What questions we ask of our portfolio companies; 

- Our wider policy and civil society advocacy; 

- Our special focus areas for the past reporting period such as the effects of COVID and the risk of Uyghur Forced 

labour; 

- Our analysis of the inaugural modern slavery statements and the areas needing improvement; 

- Our child labour special projects and CAF engagement project; 

- Our enhancements and next steps in our own supplier assessments and EPORA management of modern slavery 

across our portfolios. 

 

The report also details our particular focus on the glove industry, the extensive work we undertook with a newly listed 

pathology portfolio company around these risks and our work with Investors Against Slavery and Trafficking (IAST) as 

support investors regarding Ansell (not held) and Ramsay (not held). This risk has shown itself to be particularly 

relevant now, with Ansell updating the market on the U.S. Customs and Border Protection (CBP) Withhold Release 

Order (“WRO”) against YTY Industry Holdings Sdn Bhd (“YTY”), a major supplier of Exam/SU gloves to Ansell, which 

will prevent its disposable gloves from being imported into the US. This is contributing to severe supply chain 

disruptions and a downgrade in guidance. (We note that Ansell was rated as high risk by our EPORA investment 

process based on our concerns regarding modern slavery). 

Top Glove presentation 

Ethical Partners also recently had the chance to present to Top Glove a Malaysian glove company which received a 

CBP WRO last year. Top Glove is also a major supplier for Ansell and makes over 60% of the global glove supply. 

Ethical Partners was invited by the Top Glove Chairman and the NGO panel appointed to assist Top Glove with 

remediating their modern slavery exposures and were asked to educate Top Glove’s Chairman, board and 

management on modern slavery risk, investor expectations, emerging regulatory and legislative considerations and the 

clear business case for best practice in modern slavery risk management. These cases have also definitively 

underlined our belief that modern slavery risk is a key financial risk, as we note that the share price of Top Glove 

materially declined post their WRO. Please let us know if you would like us to provide any more information on this 

engagement. The full Modern Slavery report can be found here. 

Reporting season initial thoughts 

February has seen a busy beginning to reporting season for the team at Ethical Partners with 91% of our portfolio 

companies which have reported to this point proactively discussing ESG issues in their earnings calls – from the growth 

https://www.ethicalpartners.com.au/post/2020-2021-modern-slavery-report


 
 

of green finance products at CBA, to carbon positive targets at Mirvac, to Arena REIT’s approach to addressing social 

infrastructure needs and collaborating with tenants on emissions reduction. Across the ASX more broadly we continue 

to see more attention to ESG issues in reporting season presentations, including climate change, TCFD reporting 

pressures, net zero plans, weather extremes, decarbonisation growth opportunities including sustainable aviation fuels 

and electricity futures revenues, cybersecurity, human rights and modern slavery violations, safety and accelerated 

fossil fuel facility closure dates. We look forward to repeating the analysis we released last reporting season (see here). 

Rio Tinto Workplace Culture 

Additionally, Ethical Partners has engaged with Rio Tinto (not held in the Fund) regarding its recent ‘Report into 

Workplace Culture at Rio Tinto’, including speaking with the CEO Jakob Stausholm and the Australian Chief Executive 

Kellie Parker to reiterate our concerns as investors about the shocking rates of bullying, sexual harassment and racism 

the report uncovered and to confirm the managements’ and boards’ accountability for and plans to address the 26 

recommendations contained in the report. Recognising that this is a systemic issue across the mining sector, Ethical 

Partners has also undertaken extensive research, including engaging with ACCR’s lead researcher on this topic, and 

analysing all of the submissions and expert advice given to the W.A parliamentary inquiry into sexual harassment in the 

FIFO industry and have formulated extensive engagement plans for all our mining portfolio companies on how they are 

also addressing these issues in their operations. We look forward to sharing these engagements with our clients over 

the coming year. 

Finally, Ethical Partners was pleased to see that the Treasury Laws Amendment (Greater Transparency of Proxy 

Advice) Regulations 2021, to which Ethical Partners made a submission on the 20th May 2021 expressing our 

concerns with the proposed changes was overturned this week in parliament. Ethical Partners has since received 

feedback that the submissions from independent investors were seen as influential by several members of parliament, 

and are therefore grateful to have had the opportunity to advocate for maintaining the process that we believe affords 

us the best ability to positively steward our clients capital through our shareholder voting. 

 

SECTOR EXPOSURE, JANUARY 2022 (% 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#9: Nicholas Moore is a former CEO of Macquarie 

Group. He retired in 2018 after 32 years at Macquarie. There is a lot more to Nicholas than his 
achievements at Macquarie and his financial markets involvement… Nicholas tells us how 
one of the first things that he did at the depths of the GFC was to ensure the Macquarie 
Foundation was well funded. Nicholas talks about the Banking Royal Commission, his role in 
regulating the regulators and the unique role he played in helping to manage the 
Commonwealth’s risk relating to the Virgin Australia insolvency and eventual sale. Link to the 
episode or go to Apple Podcasts, Google Podcasts, Spotify. 

 

 

https://www.ethicalpartners.com.au/post/esg-reporting-season-wrap-market-focus-increases-significantly
https://podcasts.apple.com/au/podcast/ethical-partners-good-investing-podcast/id1565466749
https://podcasts.apple.com/au/podcast/ethical-partners-good-investing-podcast/id1565466749


 
 

 

 

  

 

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. 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. 

 


