
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, Clearstream, direct 

MINIMUM INVESTMENT 

$25,000 

PORTFOLIO MANAGERS 

Nathan Parkin & Andrew Wilson 

GOOD INVESTING PODCAST 

Link to episode – Daniel Flynn, Part B 

CEO: Matt Nacard 

CONTACT: 02 8999 1228 

investors@ethicalpartners.com.au 

www.ethicalpartners.com.au 

Link to PDS 

     Read about Net Zero 2050 here 

 
 

 

SIGNIFICANT HOLDINGS 
 

Australian Clinical Labs (ACL) 

Bluescope (BSL) 

Breville Group (BRG) 

CSR Limited (CSR) 

Goodman Group (GMG) 

Graincorp (GNC) 

Nobleoak Life (NOL) 

Pinnacle Investment Mgt (PNI) 

United Malt Group (UMG) 

Wesfarmers (WES) 

 
Performance as at 31 May 2022 

INVESTOR CLASS 1 MONTH 

% 

3 MONTHS 

% 

6 MONTHS 

% 

1 YEAR 

         % 

SINCE INCEPTION 

(ANN %) 

Fund (after fees) -5.60 -2.69 -3.80 2.89 2.46 

S&P/ASX 300* -2.76 3.08 1.05 4.71 7.98 

Excess -2.84 -5.77 -4.84 -1.82 -5.51 

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

 

 
 
Ethical Partners Australian Share Fund 
MAY 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 31/5/22 $1.0208 $1.0149 $1.0260 $1.0047 $1.0209 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During May 2022 the Fund returned -5.60% versus the S&P/ASX 300 Accumulation 

Index of -2.76%, underperforming the market by -2.84%. An overweight position in 

Small Caps was the main reason for the underperformance. 

In four of the first five months of 2022 the Australian equity market has moved more 

than plus or minus 2% per month as it digests a potentially changing economic 

outlook. The perception is that risk has heightened and which can be measured in 

terms of volatility in stock prices and the Volatility Index (VIX) has indeed trended 

higher over the last twelve months. But to us, risk is not necessarily measured just in 

terms of the short term volatility of stock prices. Instead, we measure risk in more 

absolute or fundamental terms. And while questions about higher energy prices, 

inflation, recession, high stock valuations and the level of future corporate profit 

margins contribute to a more volatile stock market, the risk in the companies we own 

has not increased measurably, but their share prices have certainly come down. 

We track the intrinsic value of companies in the portfolio through adding achieved 

earnings growth and distributed income. For the last few years the increase in the 

intrinsic value of companies has been largely reflected in the increase in the market 

value of the companies we own. For the financial year to date however the market 

value of our portfolio holdings has increased only 1.6% vs an estimated increase in 

the intrinsic value of the companies we own of 33.2%. In addition, over the last 

twelve months we have more than doubled our exposure to the highest quality 

companies. Investors selling the positions we are adding to are giving up the entire 

future value of the franchise in order to access liquidity and reduce equities 

exposure; an unattractive proposition for a medium long term holder.  

 

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


 
 

Since December 2021 the forward PE of the fund has now fallen almost 20% yet we still expect double digit portfolio 

earnings growth in the year ahead, indicating compelling value in the portfolio of companies we own. 

It is a principle of Ethical Partners to consider company specific risks before making any investment. An important 

consideration is the risk that a company can finance its expenses and expansion through its self-generated cash flow. 

This minimises the risk that companies have to rely on equity markets to continually fund their operations. And it 

becomes more important as markets digest uncertainty. We also consider how much debt a company has before we 

invest. This minimises the risk of shareholder dilution through forced capital raisings and minimises the risk that 

companies face voluntary administration if lenders get nervous. We consider the ESG risks and opportunities, which 

minimises the risk that companies lose staff, experience unplanned management or Board turnover and can also 

commit to a viable long term strategy. 

Stock prices by their traded nature, are more variable than the underlying businesses they represent. By focusing on 

fundamental company risk and operations and valuing businesses on a sensible, medium term basis we can utilise 

market volatility for finding new opportunities and adding to existing positions at attractive prices. And while our portfolio 

underperformed the market over the calendar year to date, primarily due to being overweight Small Caps and 

underweight Resources, we do not perceive the portfolio to be higher risk than the market. In fact the fundamentals of 

the portfolio versus the market show a significantly lower debt to equity ratio than the market and also resilience 

through a higher return on equity than the market. The long term beta of the portfolio is also consistently less than one. 

For stock picking, the conundrum at present is that in the real world companies are experiencing decent levels of 

demand across various sectors including retail, trade, construction, autos, food & beverage and entertainment. One of 

the only areas of revenue weakness is in the healthcare sector where there is a genuine short term slowdown in 

customers accessing services. Broadly at the same time as companies are seeing good levels of demand they are also 

experiencing higher labour costs or outright labour shortages, higher input costs, tightness of supply and delays and an 

inability to pass costs on in a timely manner. In many cases this is causing revenue growth without margin. A profitless 

boom. 

But with high levels of consumer savings and interest rates on the rise, but still at low levels, those companies that can 

navigate these tricky circumstances can still prosper in our view. The quality of management teams has rarely been 

more important. The stock market is currently eschewing risk, adopting an indiscriminate sell first and ask questions 

later stance. With our bottom up approach this is the perfect time to put our knowledge to work in buying individual 

companies. We expect the market to start to discriminate between winners and losers when we arrive at the full year 

reporting season in August. That leaves just a few months to get set in our desired positions while the market 

languishes. 

ESG AND ENGAGEMENT COMMENTARY 

To mark Reconciliation Action Week, Ethical Partners undertook written engagements with 23 companies regarding 

Reconciliation Action Plans (RAP). Our most recent EPORA investment screening and deep dive analysis of 230 ASX 

listed companies found that the amount of companies with Reconciliation Action Plans had tripled from only 10% in 

2021 to 31% this year. However, that meant the bad news that this still only equates to 31% of the 230 ASX companies 

we analysed. It is therefore very clear that we need to see more companies stepping up to take action on 

Reconciliation across the wider ASX.  

As such we wrote to 23 of our portfolio companies this week to communicate our strong encouragement for them to 

begin their RAP journey, and signalled our intention to escalate these engagements with management over the coming 

months. Since our engagement, we have had three companies communicate with us that they are in the process of 

constructing their RAP's, as well as subsequent deeper engagements with another 4 companies regarding how they 

are addressing Reconciliation. Two of these companies have also proactively asked us for further engagement and 

advice on this topic, including from board level. We also note that 14 other portfolio companies already hold a RAP, 

including the 3 portfolio companies whom hold an Elevate RAP, but that we will continue our engagements with these 

companies to ensure that their RAP’s are creating meaningful and genuine change, are deeply integrated, and keep 

elevating in ambition and action. We also undertook this engagement as part of our own Reconciliation Action Week 

commitment to "Be Brave and Make Change" through utilizing our shareholder voice and the privilege we hold in 

stewarding our funds under management, and are continually committed to advancing our learning and internal work 

on Reconciliation as well.  

Additionally we were able to speak at the Australian Investor Relations Conference this month, and have the chance to 

share with 160 ASX listed companies IR’s, including many portfolio companies, on what makes a credible Net Zero 

Plan, our EPORA screening approach, ESG disclosures and reporting, impending regulation, emerging areas, 

sustainability leadership and many other important ESG topics. We have already been contacted by portfolio 

companies investor relations since for more details and engagement on our thoughts, and we were really happy to see 

the amount of interest in ESG and the very strong focus on this within the IR community at this conference. We will 

continue to follow up with all portfolio companies on this over the coming months. 

Ethical Partners was also honoured to provide feedback and a case study on our engagements on food waste to the 

new IGCC report “Regenerate and Restore: A circular economy discussion paper for Investors” which has now been 

released and can be found here. https://igcc.org.au/wp-content/uploads/2022/06/IGCC-Circular-Economy-Discussion-

Paper-2022.pdf 

https://igcc.org.au/wp-content/uploads/2022/06/IGCC-Circular-Economy-Discussion-Paper-2022.pdf
https://igcc.org.au/wp-content/uploads/2022/06/IGCC-Circular-Economy-Discussion-Paper-2022.pdf


 
 

  

SECTOR EXPOSURE, MAY 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. Episode 14 – Part B: Daniel Flynn. Many of us use 

Thankyou products every day. Learn about the Thankyou story from Co-Founder Daniel Flynn 
and how they have successfully taken on the big players in the industry. 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 

https://podcasts.apple.com/au/podcast/ethical-partners-good-investing-podcast/id1565466749


 
 

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. 


