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SIGNIFICANT HOLDINGS 
 

Australian Clinical Labs (ACL) 

Bluescope (BSL) 

Commonwealth Bank (CBA 

Deterra Royalties Ltd (DRR) 

Graincorp (GNC) 

•  

OZ Minerals (OZL) 

Macquarie Group (MQG) 

Mirvac (MGR) 

NobleOak Life (NOL) 

United Malt Group (UMG) 

 
Performance as at 28 February 2022 

INVESTOR CLASS 1 MONTH 

% 

3 MONTHS 

% 

6 MONTHS 

% 

1 YEAR 

         % 

SINCE INCEPTION 

(ANN %) 

Fund (after fees) 1.87 -1.14 -2.70 14.70 3.43 

S&P/ASX 300* 2.09 -1.97 -4.24 10.25 7.64 

Excess -0.21 0.83 1.54 4.45 -4.21 

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

 

 
 
Ethical Partners Australian Share Fund 
FEBRUARY 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 28/2/22 $1.0490 $1.0425 $1.0536 $1.0315 $1.0471 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During February 2022 the Fund returned 1.87% versus the S&P/ASX 300 

Accumulation Index of 2.09%, underperforming the market by 0.21%. An overweight 

position in Consumer Staples and an underweight position in Technology contributed 

to relative performance while and underweight position in Energy and an overweight 

position in Financials detracted from relative performance. 

During a volatile month that saw the market trade in a 5.8% range, 99 stocks out of 

the top 500 Australian stocks fell more than 10% in the month. With our focus on 

balance sheet, cash flow and valuation discipline the Fund did not hold any of these 

companies. 

Clear and present geopolitical, inflationary and interest rate risks offset by a strong 

economic cycle, high levels of savings and strong company earnings could result in a 

wide range of potential stock market outcomes. The certainty that economic cycles 

would be benign and that interest rates would be lower forever has past and this 

already has, and will continue to, put significant downward pressure on valuations of 

companies that do not have robust financial positions or are trading at excessively 

large premiums to the market. 

But an economic cycle has also started, albeit driven by record central bank stimulus 

and already, it risks being derailed by inflationary and geopolitical tensions. To 

complicate things further, inflation is here but debate surrounds whether it will 

continue at the same pace. Central banks are preparing markets for the start of the 

interest rate raising cycle as early as next month but absolute levels of interest rates 

will likely remain relatively low. 

(…over) 

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


 
 
 

MAINTAINING A BOTTOM UP VALUE BASED APPROACH 

In our view, the period of extreme valuations, revenue multiples and valuations based on Total Addressable Market 

(TAM) is over and weak companies that have declined in value will not bounce back to prior levels. A strong balance 

sheet and positive operating cash flow are now vital and earnings growth is much more widespread. And this cycle 

could be enduring or it could be slowing but we are far enough into it that it is clear that interest rates are going up. The 

effect of more expensive and more selective money flows together with lower global liquidity will have far reaching 

consequences. Ethical Partners stock selection process has positioned the Fund in solid companies that we believe 

can withstand the cross-currents in markets. And with the unreliable macro outlook changing so rapidly, it is essential 

to have an understanding and comprehension of individual companies, their behaviour and likely earnings trajectory, 

which continues to be our focus. 

It is important to have been positioned ahead for the rapid changes that are occurring. On the geopolitical front, one 

example of how Ethical Partners has been prepared is that, since inception, our ethical screening EPORA process has 

excluded all companies that have significant operations in countries that rank in the bottom third of the Transparency 

International Corruptions Perceptions Index, due to the heightened risks of poor governance, political risk, corruption, 

bribery and the resulting ESG risks in these jurisdictions. Russia is one such country, along with the DRC, Sierra 

Leone, Guinea and Mozambique, with a number of ASX listed companies having or had operations in some of these 

areas. Many corporates and fund managers around the world have been rapidly exiting Russian operations or holdings 

in Russian companies at low prices in the past few weeks, which has clearly underlined the importance of our approach 

to considering country risk upfront through our ESG screening process. Other areas that we screen for upfront include 

human rights, environmental factors and governance. 

During the market rotation that is taking place and which has been favourable for our positioning to date, we have seen 

the opportunity to upgrade the quality and earnings growth of the portfolio, adding such names such as Breville, 

Goodman Group, Pinnacle Investment Management and Wesfarmers to the Fund to a total of around 10% of the 

portfolio. Significant overweight positions in the Fund remain in cyclicals, financials, pathology and imaging stocks, 

agriculture and food and beverage stocks, although we have reduced some of the exposure in Materials companies 

and bond proxies into recent market strength. 

We remain confident in our Stock Selection Process and our Fund positioning despite the market volatility and 

uncertainty and we continue to find attractive new opportunities for the Fund, with it being almost fully invested (around 

1% cash) at this time. 

ESG AND ENGAGEMENT COMMENTARY 

Ethical Partners was pleased to see last week’s announcement of the endorsement by 175 countries of a new UN 

resolution to end plastic pollution and create a legally binding agreement. This is an outcome for which we advocated 

for as a member of the PRI Plastics Working Group and as an investor signatory to the “Business Call for a UN Treaty 

on Plastics Pollution” last year. While there remains much work to do, this landmark resolution to address plastic waste 

through the plastics lifecycle. It has been called “one of the most significant multilateral environmental deals since the 

Paris accord”. Ethical Partners looks forward to reviewing the draft. Ethical Partners also continues to engage directly 

with companies in our investable universe about their circular economy models, plastic pollution programs and plastic 

recycling/replacement programs. One such engagement was with a portfolio pathology company this week, in regards 

to their progress on their program to address and reduce their single use medical/PPE plastic footprint. You can also 

read more about our work with our engagements on plastic and circular economy with 37 companies in our 2021 

Engagement Report available on our website. 

Ethical Partners was also pleased to celebrate International Women’s Day (IWD) by hearing from the AusCam 

Freedom Project, an amazing charity we have been honoured to recently provide with a grant from the Tatrai Giving 

Fund. This is an area that parallels our work in human rights, modern slavery and supply chain, and was sparked by 

engagements with Iress (IRE.ASX), both a company within our investable universe and a supplier for Ethical Partners, 

around their work in supply chain due diligence and children’s rights. IWD also gave us the opportunity at Ethical 

Partners to review and discuss our regular analysis and engagements with ASX companies on gender equality, 

women’s leadership development, the gender pay gap, sexual harassment and respect, both through our direct 

engagements with management and boards, and through our involvement in collaborative engagements like the 

HESTA 40:40 initiative, to which three of our portfolio target companies have now committed. Our recent review of the 

Feb 2022 reporting season also found that diversity (predominantly gender diversity) was included within 45% of our 

portfolio companies financial earnings calls/presentations, which we believe is a very welcome and important step 

towards reflecting the recognition of gender equality as a key business strategy risk/opportunity and financially relevant 

factor. Ethical Partners was also excited to see that one of our portfolio companies, Mirvac, was rated Number 1 in the 

world for gender equality in the Equileap report. Mirvac is one of the companies with which we engage regularly on 

gender, and whom joined the 40:40 Initiative/Target setting after our target company engagement with them. It is 

important to note though, that whilst we celebrate these wins, we remain very aware that there is still a long way to go 

towards gender equality across the ASX, and as such, EPFM pledge to continue actively advocating for women’s rights 

in ASX companies- both in their own operations but also their supply chains and their spheres of influence and impact. 

 



 
 

Ongoing climate change engagement 

This month, of course, has also seen the tragic floods in Eastern Australia, showing ever more clearly that climate 

change is happening now, and that physical risk and the devastating and profound social and financial impacts are real 

now. It is more and more clear every passing year the need to simultaneously accelerate decarbonisation and natural 

capital action to address the rapidly escalating resilience challenges facing Australia and the rest of the globe. Our 

thoughts are with all those affected by the recent flooding and our condolences to the families of those who have 

tragically lost their lives. Ethical Partners continues to engage with our portfolio companies on their decarbonisation 

strategies, net zero goals, interim targets, capex allocated to decarbonisation, board attention, governance and targets 

in REM as they relate to decarbonisation. We also continue to engage with the insurance companies, regulators, 

government and other investors regarding the rapidly escalating issue of insurance affordability.  

Tax and revenue transparency 

Ethical Partners has a firm belief that tax and revenue transparency is an issue of utmost importance to good corporate 

governance and responsible business practice. Tax justice is key in solving the climate crisis and to meeting the 

Sustainable Development Goals, dealing with the inequality crisis facing our world today. It is for this reason we were 

pleased this month to support the PIRC signatory letter to the U.S Securities and Exchange Commission in support of 

tax transparency, along with over 100 other signatories, representing a combined total of over $3.6 trillion AUM. As 

noted by PIRC, "This is unprecedented and a clear indication of changed investor expectations regarding tax 

disclosures". The letter seeks to lobby the SEC to allow the recently filed shareholder proposal that requested Amazon 

to provide a tax transparency report to shareholders, prepared in consideration of the indicators and guidelines set forth 

in the GRI's Tax Standard. This investor letter to the SEC clearly states the 100+investors belief that “A company’s tax 

practices are financially material,” and that 'Aggressive tax practices can expose a company — and its investors — to 

increased scrutiny from tax authorities, adjustment risks, and increase their vulnerability to changes in tax rules as 

countries look to protect their tax bases from deleterious practices.” It also argues that investors need “to be provided 

with sufficient information to gauge a company’s tax position and governance approach and anticipate future impacts 

on and risks to their holdings”. Although Ethical Partners is not a shareholder in Amazon, we are very glad to see this 

type of global investor collaboration towards better tax disclosure, an issue on which we have previously advocated, 

including by publishing our benchmarking report ''Leaders or Laggards?: Tax and revenue transparency of ASX listed 

mining, gas and oil companies" with the NGO PWYP in 2020, which called for improved policies and practices by ASX 

companies in this sector, including annual disclosure by country/project/contract and improved board oversight, risk 

management and governance of their taxation polices and behaviour. Link to Ethical Partners article 
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https://www.ethicalpartners.com.au/post/leaders-or-laggards-tax-and-revenue-transparency-of-asx-listed-mining-gas-and-oil-companies


 
 

 

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#13: Shayne Elliott has been the CEO of the ANZ 

Banking Group for over six years. There are perhaps no businesses in Australia that have 
more influence on Australian families than the “big four” banks. He speaks of crisis 
management and how past experience placed him in good stead for recent economic 
challenges. He reminds us that customers never forget how you treat them in times of crisis. 
He talks of the challenges of transitioning away from coal, oil and gas lending and towards 
sustainable lending which he sees as a net growth opportunity…. and how important it is to 
lighten the load – the sale of 25 businesses has played an important role in simplifying the 
bank.. Link to the episode 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. 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://podcasts.apple.com/au/podcast/ethical-partners-good-investing-podcast/id1565466749

