
SFML 2022 CLIMATE COMMITMENT 

Are revenue and earnings at risk from climate 

change? 
As reports of the devastating effects of climate change 

rise, so do the voices discussing how to tackle the 

anthropogenic causes of this phenomenon. One of the 

much-discussed solutions today is a carbon tax, which 

would put a price on greenhouse gas emissions. 

A carbon tax will lower the earnings of all companies. 

High carbon emitters will pay a higher proportion of 

their earnings, which will drive proportionate share 

price declines. We don’t think this is currently being 

measured and nor is it well understood. In 2022 SFML 

has committed to understanding this potential impact 

on our portfolio. 

What is a carbon tax? 
The term carbon tax is essentially shorthand for a tax 

regime that makes it more expensive for producers of 

goods and services to emit greenhouse gases that 

contribute to global warming. Most proposals would 

likely also cover emissions of methane, nitrous oxide, 

and possibly other types of gas. 

A carbon tax is a tax levied on the carbon emissions 

required to produce goods and services. Carbon taxes 

are intended to make visible the ‘hidden’ costs of 

carbon emissions, which are only felt in indirect ways 

like more severe weather events, bushfires, rising water 

levels and unseasonal temperature patterns.  

Carbon dioxide is the gas that we emit the most of, 

according to a 2016 EPA report, accounting for roughly 

82% of greenhouse gases produced by human activities. 

Fluorinated gases make up a much smaller percent of 

emissions, but they're considered particularly potent. It 

might make sense to include them too, but little if any 

reporting exists. 

The basic idea of a carbon tax is simple. The 

implementation and implications less so. By making it 

more expensive to pollute, polluters will be more active 

in searching for ways to cut emissions, which will 

incentivise more innovation. They will also switch to 

more environmentally responsible options already 

available. 

The thought is that a carbon tax could get us to a place 

where there are lower global emissions, without making 

dramatic changes to the way many people live. This 

type of tax will be recognised by students of economics 

as a Pigouvian tax. That is, a tax on the negative 

externalities like pollution that aren't included in the 

market price but end up being absorbed by society at 

large. 

The economist Arthur Pigou recommended taxing the 

producers whose processes create such negative 

externalities, by setting a tax to equalise the marginal 

private cost and the marginal social cost. The idea is to 

correct the market failure. To apply Pigou's principle, 

however, requires measuring the externalities so that 

the tax is set appropriately. 

That's the general concept. But there are wrinkles in 

putting that idea into action to protect the 

environment. 

Implementation issues are significant 
Perhaps the biggest hurdle is implementation: 

• How much is the tax at the start point? 

• How does the tax rise over time? 

• Where does the tax rate stop? 

• Where in the supply chain is tax applied, extraction 
through to consumption? 

• How do borders impact the application of tax, 
without driving consumers to imports? 

• How to solve for regressivity and rebates? 

These questions come before the most important issue. 

That is, what’s the economic impact of a carbon tax on 

GDP growth, job loss and job creation, and of course, 

who and what benefits from the potentially huge 

revenues captured by a carbon tax. 

These areas remain complex and politically charged. No 

doubt a carbon tax will remain unpopular with some, 

and common sense to others. The developed countries 

with operational carbon initiatives we highlight below, 

have either overcome the issues, or assumed 

experimental action will lead to solutions that outweigh 

the negatives. 

Where has a carbon tax been implemented? 
According to the World Bank's carbon pricing 

dashboard, 45 national jurisdictions have carbon pricing 

initiatives today. Some countries have adopted 

emissions trading systems (ETS) instead of carbon taxes. 

That's another type of market-based approach that is 

sometimes called cap and trade. We have included 

developing countries in the table below.  

Since the first carbon taxes were introduced in the 

1990s, there's been slow but steady growth in the 

number of taxes introduced around the world. Most 

recently in July, the European Union released a plan to 



impose a fee on imports of certain products as part of 

its climate package. That could be an opening for more 

global coordination on the cost of carbon. Figure 1 

provides an illustration of this, and the growing carbon 

tax commitments and considerations being made across 

national jurisdictions. 

Table 1: Carbon pricing by country 

Country Instrument Established 
Est US$ Cost 

per CO2 tonne 

2021 US$ Cost per 

CO2 tonne 
% Change 

Finland  Carbon tax 1990 $1.75 $62.25 3457% 

Poland  Carbon tax 1990 $0.11 $0.08 -27% 

Netherlands Carbon tax 1990 $20.00 $35.24 76% 

Sweden Carbon tax 1991 $26.00 $137.24 428% 

Norway  Carbon tax 1991 $38.98 $69.33 78% 

Denmark  Carbon tax 1992 $15.58 $28.14 81% 

Slovenia  Carbon tax 1996 $7.45 $20.32 173% 

Estonia  Carbon tax 2000 $0.31 $2.35 658% 

Latvia  Carbon tax 2004 $0.56 $14.10 2418% 

Switzerland  Carbon tax 2008 $11.92 $101.47 751% 

Liechtenstein Carbon tax 2008 $11.92 $101.47 751% 

Iceland  Carbon tax 2010 $8.51 $39.35 362% 

Ireland  Carbon tax 2010 $20.20 $39.35 95% 

Japan Carbon tax 2012 $1.15 $2.61 127% 

United Kingdom  Carbon tax 2013 $7.51 $24.80 230% 

France  Carbon tax 2014 $9.65 $52.39 443% 

Spain  Carbon tax 2014 $27.58 $17.62 -36% 

Portugal Carbon tax 2016 $7.45 $28.19 278% 

Canada Carbon tax 2019 $15.00 $31.83 112% 

Singapore Carbon tax 2019 $3.69 $3.71 1% 

Luxembourg  Carbon tax 2021 $23.49 $23.49 0% 

Australia  Carbon tax 2012 $16.92 Abandoned 2014 N/A 

European Union ETS 2005 $19.05 $49.78 161% 

Germany  ETS 2021 $29.36 $29.36 0% 

South Korea ETS 2015 $9.10 $15.89 75% 

New Zealand  ETS 2010 $12.44 $25.76 107% 

Switzerland  ETS 2011 $19.51 $46.10 136% 

China ETS 2021 N/A N/A N/A 

UK ETS 2021 $30.00 $30.00 0% 

Source: World Bank 

 

 

 

 

 



Figure 1: Actual carbon programs implemented 

 
Source: Citi Research 

Does a carbon tax work? 
Among the countries that have implemented carbon tax 

programs, some have been around longer than others. 

Finland, Poland, Norway, Sweden, Denmark, the 

Netherlands, and Germany all introduced taxes on 

carbon in the 1990s. The results of these taxes in 

lowering emissions are mixed. 

According to data from the World Bank, on a per capita 

basis, carbon dioxide emissions increased in Norway 

between 1990 and 2015 and stayed about the same in 

the Netherlands. They dipped in Germany, went down 

in Finland, Poland, and Sweden, and dropped 

dramatically in Denmark. It should be noted that 

Sweden started out much lower than the others. 

Even with its success though, Denmark remained above 

the world average, and above other European countries 

like France and Spain. By comparison, Belgium dropped 

its emissions during the same period in a pattern that 

was like Finland's, but they didn't have a carbon tax. 

One of the interesting points about Denmark is that 

part of the revenue was used to provide subsidies for 

technologies with lower environmental impacts. They 

are investing for the future. Using a series of six 

roadmaps designed in 2011, Denmark fostered 

innovation in CO2 capture, CO2 storage and transport, 

and CO2 utilisation. 

  



Chart 1: Danish vision of C02 reductions to 2050 and beyond 

 
Source: Mission CCUS – a roadmap for Carbon Capture, Utilisation and Storage 

Chart 1 indicates the need for forward looking 

investment, which may not generate any return today. 

This is rarely an attractive prospect for investors. It 

requires either a government incentive scheme or a 

funding mechanism external to investors who seek a 

return.  

It is an important side note, and possibly one of the 

strongest reasons to advocate for a carbon tax. 

Reducing emissions, while a positive step, will not 

achieve 2050 objectives. New technologies are required 

to achieve these lofty goals and they require significant 

investment. 

In October 2021, Blackrock CEO Larry Fink proposed 

that the OECD countries and China invest US$100b 

annually in technology focused on climate solutions for 

the developing world. His thesis is that it will require a 

US$1t investment annually to decarbonise the 

developing world.  

This grand proposal has merit, it is after all rich 

countries that are responsible for the lion’s share of 

emissions, and it is also clear that developing nations 

can’t fund environmental reform. 

Fink’s plan, however, was dismissed by critics who 

quickly seized on the gap in maths which equates to 

US$900b annually that remained unfunded. Without a 

clear funding pathway these types of proposals lack 

credibility. Fink, a Democrat, has actively discouraged 

U.S. CEO’s from advocating for a carbon tax. 

It is clear, from Table 1, that businesses face increasing 

revenue and earnings risk over time. Once 

implemented, carbon tax prices have increased in all 

but three developed countries, with half this sample 

recording triple digit percentile increases. Moreover, 

Switzerland Norway, Finland and France have current 

tax rates north of A$80 per tonne of CO2 emissions. We 

discuss the implications of this in relation to our own 

portfolio below. In Table 8, we use A$80 as our base 

case for scenario testing a carbon tax on the SFML 

Portfolio. 

Who has pending legislation? 

Table 2: Proposed carbon tax 

Country  Anticipated  
Proposed US$ Cost 

per tonne CO2 

Indonesia 2022 $2.10 

Brazil TBD TBD 

Austria 2022 $33.81 

Source: World Bank 

As Table 1 shows, in 2012 Australia briefly flirted with a 

carbon policy of its own. Unfortunately, this was 

abandoned in 2014 and, as shown in Table 2, Australia 

has nothing on the horizon.  

Labor leader Kevin Rudd was elected as Prime Minister 

in 2007 on a platform of addressing climate change, but 

his emissions trading scheme initiative disintegrated 



under the weight of political bickering between his 

government, the Coalition, and the Greens. 

The carbon tax was introduced in 2012 by the Gillard 

government, only to be dumped by the Abbott 

government as soon as it came to power and replaced 

with a more than $3b taxpayer subsidy, doled out to 

applicants that promised to cut carbon emissions. 

The ill-fated Australian carbon tax lasted just two years. 

But as the graph below indicates, it had an immediate 

impact. Emissions dropped almost immediately after it 

was introduced, as businesses moved to technologies 

that emitted less. That price signal had an impact. When 

it was dumped in 2014, carbon emissions rose 

again almost immediately. Emissions have since 

levelled, possibly due to the shutdowns of some large 

coal-fired power stations during the past two years. 

While economists believe carbon taxes are the 

preferred way to price emissions, politically they've 

been a hard sell. 

“The difference between Labor's policy and ours is that 

Julia Gillard introduced a scheme where big polluters 

paid Australian taxpayers. Tony changed it so that 

Australian taxpayers pay big polluters,” the unnamed 

Australian Government minister said. 

It'd be funny if it wasn't so tragic. But the joke is now on 

us, and the tragedy is that it will cost us dearly.  

ABC Journalist Andrew Verrender believes Australia will 

be haunted by the decision to drop the policy. 

Australian businesses are about to be whacked with a 

carbon tax. Not by Canberra, but by Brussels and 

Washington, with the increasing possibility that Ottawa, 

Tokyo and even London may follow suit, free trade 

agreements aside. 

Chart 2: Australian annual C02 emissions 

 

Source: Global Carbon Project; Carbon Dioxide Information Analysis Centre 

 

While this scenario is yet to play out, even if the 

Australian Government delays the introduction of a 

carbon scheme, corporate earnings remain at risk. The 

biggest problem will arise if the U.S. imposes mooted 

carbon border taxes on Chinese made goods. 

As our biggest export destination, particularly for iron 

ore, any action against China will have an immediate 

impact on the earnings profiles of our biggest miners, 

including BHP, RIO, and Fortescue, amongst many 

others in our Materials sector. Given the continued 

tensions between the superpowers, that is highly likely. 

Then there is our second biggest trading partner. In July 

2021, Japan announced it was radically revising its 



emissions target ambitions and announced 

an accelerated plan to decrease imports of coal and 

LNG, two of our biggest exports. 

In that same month, the European Union released a 

plan to impose a fee on imports of certain products as 

part of its climate package. The EU Carbon Border 

Adjustment Legislation is still rough but will include 

aluminium, iron, steel, cement, natural gas, oil and coal.  

Table 3: 10 Biggest Exporting Industries in 

Australia 

Rank Industry Exports $b 

1 Iron Ore Mining 123.1 

2 Oil and Gas Extraction  39.8 

3 Coal Mining  37.6 

4 Liquefied Natural Gas Production 34.8 

5 
Gold and Other Non-Ferrous 

Metal Processing 
29.4 

6 Meat Processing  15.9 

7 Grain Growing  8.2 

8 Alumina Production  7.4 

9 
Pharmaceutical Product 

Manufacturing  
6.9 

10 
Copper, Silver, Lead and Zinc 

Smelting and Refining  
6.8 

Source: IBISWorld 

That is at least $309b in exports that could get slugged 

for their emission intensity. If the levy is just 5%, that is 

$15b in lost revenue. That could be an opening for more 

global coordination on the cost of carbon. 

U.S. 
In the early 1980s, when scientists first twigged that 

carbon emissions were harming the environment, a 

group of American economists from Harvard argued 

climate change was a cost that was not being 

recognised. 

Not only was it barely visible, but the real damage was 

also only likely to be seen in generations to come, way 

beyond the normal investment horizon. 

Back then, they argued a tax on carbon emissions from 

all sources was the most efficient way to deal with the 

problem and, for a while, Washington agreed.  

In the 1990s, U.S. Democratic Vice President Al Gore 

(1993-2000), was one of the first politicians to grasp the 

seriousness of climate change and to call for a reduction 

in emissions of carbon dioxide and other greenhouse 

gases. His advocacy of the Kyoto protocol, which he 

symbolically signed, gained considerable momentum.  

It didn't take long, however, for the fossil fuel industry 

to take up arms against the proposal. Basically, it was 

very unpopular. 

That's when Republicans shifted stance. Instead of a 

tax, they preferred a complex market-based trading 

system that put a price on carbon. The result was that 

the Kyoto bill never made it to the senate for 

ratification.  

When the Obama administration gained office, a cap 

and trade, which had features like a carbon tax, was 

introduced but failed. Then in 2010, the Kerry-

Lieberman bill, an explicit carbon tax, also failed. The 

U.S. has never introduced a national system, although 

various U.S. states have carbon prices.  

Senate discussions continue but much water still needs 

to flow under this bridge. One thing that became clear 

in 2021 is that global environmental responsibility has 

strong momentum. It continues to build, and change is 

inevitable. 

How is SFML placed for change? 
In our January 2021 Quarterly Newsletter, we examined 

SFML Portfolio sector emissions verses the index. The 

evidence presented was twofold: significantly lower 

portfolio weights for the highest carbon emitting 

sectors verses the index, and significantly higher 

portfolio exposure to the lowest carbon emitting 

sectors verses the index.  

With no exposure to the Energy and Utilities sectors 

and low exposure to Materials, the three dirtiest 

sectors, and strong exposure to Healthcare and IT, two 

of the three cleanest sectors, our portfolios are much 

better placed to deal with a carbon pricing impost verse 

the index. 

This has not changed much since 2021, courtesy of our 

low turnover mentality. 

Here we present updated portfolio data that adds to 

the findings we shared one year ago.  

*A note on the methodology. In 2021 we qualified the 

data presented and it’s important to do so again, as 

limitations do exist. Not all companies provide data and 

not all data is comparable. 

Defining the carbon intensity of SFML Portfolio 
Carbon to value invested – this calculation is the 

aggregation of estimated owned constituent 

greenhouse gas emissions per $1m 

https://www.internationalaffairs.org.au/australianoutlook/eu-carbon-border-adjustment-mechanism-compliance-with-wto-rules/
https://www.internationalaffairs.org.au/australianoutlook/eu-carbon-border-adjustment-mechanism-compliance-with-wto-rules/


market capitalisation as at 31 December 2020. It 

allocates the emissions investors are responsible for 

based on their level of ownership, enabling them to 

measure their contribution to climate change. 

Carbon to revenue – this calculation reflects the 

aggregation of estimated owned constituent 

greenhouse gas emissions per $1m generated 

in apportioned revenues. It allocates the emissions 

investors are responsible for based on their ownership 

of company revenues. 

If we consider SFML’s C02 emissions at an “ownership” 

level, we can use OFX as a simplified example. SFML 

owns an aggregated 10% of the OFX business across 

SFML’s combined portfolio holdings, accordingly 

SFML “own” 10% emissions, 10% market capitalisation, 

and 10% of OFX revenue. Hence this is calculated by 

taking SFML owned C02 emissions and dividing by the 

market capitalisation and revenue of OFX. As a 

comparison, the index calculation assumes 100% 

ownership constituent companies' emissions, market 

capitalisation and revenue.  

SFML’s carbon to value invested and carbon to revenue 

are both lower than the S&P ASX 300 index, at 95.9% 

and 93.4% respectively.  

Weighted Average Carbon Intensity (WACI) is the 

weighted average of individual company’s estimated 

carbon intensities (emissions over revenues), weighted 

by the investment proportion of the constituents.  This 

accounts for security weights within a portfolio. It seeks 

to show an investor’s exposure to carbon intensive 

companies rather than apportioning the emissions the 

investor owns in the economy. The higher weightings in 

James Hardie (JHX), Aristocrat Leisure (ALL), and CSL 

(CSL) drive lower WACI verse carbon to revenue and 

carbon to value.  

SFML’s WACI is 89% lower than the index, due to no 

exposure to Energy and Utilities sectors, and low 

exposure to the Materials sector. 

Table 4: SFML Portfolio carbon intensity 

Carbon intensity method1 SFML Benchmark2 

Carbon to value invested  4.74  116.22 

Carbon to revenue 18.62  280.83 

Weighted Average Carbon Intensity (WACI) 21.90  202.37 

Source: Refinitiv  

1. Denominated in tonnes per CO2e/AUD$m 
2. Benchmark used is Macquarie True Index-Australian Shares Fund, an approximation of S&P ASX300 



Chart 3: SFML carbon intensity relative to S&P ASX 300 

 
Source: Refinitiv  

Assumptions have been made to reach these 

conclusions. SFML used Refinitiv estimated C02 

emissions when reported C02 emissions were not 

available. We also recognise that reported C02 

emissions data has gaps. We are mindful that “green 

washing” of financial products is rife. Weak or non-

existent frameworks often results in data being 

manipulated or exploited. That said the data presented 

here adds further confirmation to the materials we 

presented in our January 2021 quarterly, which was 

also published on our website. We welcome any 

feedback from our stakeholders. 

Peer comparisons 
From the data presented above in Table 4 and 

graphically in Chart 3  the implications of a carbon tax 

become apparent. The revenue and earnings decline for 

SFML portfolio is substantially lower than the revenue 

and earnings impact on the S&P ASX 300 Index.  

Today this effectively remains as a hidden liability. A 

drag on index performance will, almost certainly, be 

exposed by future carbon imposts that may be applied 

by state or federal governments, including those of our 

trading partners. 

We believe this data may be of interest to our 

institutional clients who are required to benchmark, 

and whose performance is then compared to peer 

returns. These large super funds blend various 

investment styles, SFML included, to achieve a broad 

set of investment objectives governed by internal and 

legislated risk and return parameters. Increasingly 

carbon-based metrics are being included in these 

parameters. 

Australian Super present carbon intensity in its Annual 

Climate Change Report. Called out under its 2020/21 

Highlights (page 4), it uses a similar set of calculations, 

based on their own data sources (which differ to SFML). 

Australian Super report a 13% improvement on its 

carbon to revenue calculation verse its relevant 

Australian Equities benchmark (S&P ASX 300).  

Impact of an A$90 carbon tax  
To model a carbon tax impact on an SFML Portfolio, we 

have included a scenario analysis in the table below. 

This illustrates how an A$90 carbon tax would impact 

the revenues of our portfolio, in comparison to an 

investment that mirrors the S&P ASX 300 Index. Our 

initial view was this scenario should largely bare out the 

data we have already presented, and this appears to be 

the case. 

 

 



Table 5: SFML top 10 emitters and total portfolio revenue impact of A$90 carbon tax 

Company 
LTM Revenue 

($m) 
Market Cap. 

($m) 
Estimated CO2 

Emissions (Tonnes) 
Realisation of a $90 

Carbon Tax ($m) 
Impact of $90 Carbon 
Tax on LTM Revenue 

JHX             3,828.18    24,627.51                    603,840                           54.35  (1.42%) 

CSL         13,655.28     139,181.73                      344,000                           30.96  (0.23%) 

ALL           4,139.10      29,131.28                    129,024                               11.61  (0.28%) 

CPU           3,398.69      12,074.59                       63,953                          5.76  (0.17%) 

REH           6,012.38         17,434.50                    43,835                               3.95  (0.07%) 

FLT          1,897.27       3,511.37            34,328                       3.09  (0.16%) 

DMP         1,905.26       10,200.48                33,539                      3.02  (0.16%) 

RMD           4,413.15        52,283.68                    22,171                              2.00  (0.05%) 

ARB     465.43        4,282.29                       16,405                             1.48  (0.32%) 

FPH            1,200.43     17,783.42                    13,253                         1.19  (0.10%) 

SFML Top 10 
Emitters  

 40,915.18   n/a   1,304,349   117.39  (0.29%) 

SFML Portfolio – 
Total 

 52,335.96   n/a   1,371,583   123.44  (0.24%) 

Source: SFML & Refinitiv Estimated CO2 Emission data 

Table 6: S&P ASX 300 top 30 emitters and total portfolio revenue impact of A$90 carbon tax 

Company 
LTM Revenue 

($m) 
Estimated CO2 

Emissions (Tonnes) 
Realisation of a $90 

Carbon Tax ($m) 
Impact of $90 Carbon Tax 

on LTM Revenue 

ASX 300 Top 30 
Emitters 

 458,387.54   216,705,671   19,503.51  (4.25%) 

ASX 300 Index - 
Total  

 938,332.01   233,754,518   21,037.91  (2.24%) 

Source: SFML & Refinitiv Estimated CO2 Emission data 

SFML Portfolio revenues would be negatively impacted 

under an A$90 carbon tax by 0.24%. Under the same 

scenario, the top 30 S&P ASX 300 earnings would be 

negatively impacted by 2.24%. In rough terms the index 

negative revenue impact is 9.5x larger than that of the 

SFML Portfolio. 

It should be noted that the data in Table 5 identifies the 

top 10 carbon emitters in the SFML portfolio, which 

differs from our top 10 holdings by weight, which we 

regularly publish in this newsletter. Revenues of our top 

10 emitters decline by 0.29% under our scenario testing 

vs 0.24% across the entire portfolio. This represents 

95% of portfolio emissions as shown in Table 7. 

The data in Table 6 represents a consolidated summary 

of the top 30 emitters within the S&P ASX 300 Index. 

Revenues of our top 30 S&P ASX 300 holdings decline 

by 4.25% under our scenario testing, verse 2.24% across 

the entire index. Consistent with the SFML data, this 

represents 93% of index emissions also shown in Table 

7. 

Using this subset of data, which accounts for the much 

longer tail of the index, in rough terms the index’s 

negative revenue impact is 15x larger than that of the 

SFML Portfolio. 

Our climate commitment in 2022 is to test the SFML 

Portfolio earnings per share (EPS) against a notional 

carbon tax levied at A$80, A$90 and A$100. Our top 10 

emitters under these scenarios are included in Table 8. 

 

  



Table 7: SFML top 10 emitters vs S&P ASX 300 

Portfolio 
Weighting (Percentage of Total 

Portfolio) 
Percentage of Total Portfolio 

Emissions 

SFML top 10 emitters 44.85% 95.10% 

ASX 300 top 30 emitters 32.33% 92.71% 

Source: SFML Research 

Table 8: SFML Portfolio top 10 emitters carbon tax scenario testing 

Company  
Shares on 
issue (m) 

CO2 
emissions 

(tonnes) 

FY21 NPAT1 
($m)  

EPS $ FY211 
Value of 
Carbon 
Tax1 ($) 

Value of 
emissions1 

($m) 

CT impact 
on NPAT 

EPS $ Post 
CT1  

JHX  444.29  603,840   353.83   0.79  

 80   48.31  (8.69%) 0.73 

 90   54.35  (9.78%) 0.72 

 100   60.38  (10.87%) 0.71 

CSL 455.13  344,000   3,197.71   7.03  

 80   27.52  (0.69%) 6.98 

 90   30.96  (0.78%) 6.97 

 100   34.40  (0.86%) 6.97 

ALL 637.40  129,024   820.00   1.29  

 80   10.32  (1.10%) 1.27 

 90   11.61  (1.24%) 1.27 

 100   12.90  (1.37%) 1.27 

CPU 
559.75 

 
63,953 

 
 254.74  

 
0.45 

 

 80   5.12  (1.48%) 0.45 

 90   5.76  (1.67%) 0.45 

 100   6.40  (1.85%) 0.45 

REH 
645.98 

 

43,835 
 

 286.00  
 

0.44 
 

 80   3.51  (1.05%) 0.44 

 90   3.95  (1.17%) 0.44 

 100   4.38  (1.28%) 0.44 

FLT 
199.35 

 
34,328 

 
-433.46  

 
-2.18 

 

 80   2.75  (0.63%) -2.19 

 90   3.09  (0.71%) -2.19 

 100   3.43  (0.79%) -2.19 

DMP 
86.52 

 
33,539 

 
 184.01  

 
2.13 

 

 80   2.68  (1.04%) 2.10 

 90   3.02  (1.17%) 2.10 

 100   3.35  (1.30%) 2.10 

RMD 145.31  22,171   638.87   4.40  

 80   1.77  (0.14%) 4.39 

 90   2.00  (0.16%) 4.39 

 100   2.22  (0.18%) 4.39 

ARB 81.53  16,405   112.90   1.40  

 80   1.31  (0.81%) 1.37 

 90   1.48  (0.92%) 1.37 

 100   1.64  (1.03%) 1.37 

FPH 
576.43 

 

13,253 
 

 503.23  
 

0.87 
 

 80   1.06  (0.15%) 0.87 

 90   1.19  (0.17%) 0.87 

 100   1.33  (0.19%) 0.87 

Source: SFML & Refinitiv Estimated CO2 Emission data  

1. Denominated in AU

The notional carbon tax was applied to the published or 

estimated emission tonnes. The impost calculated at 

each of the three levels was deducted from the 

published Profit before tax (PBT) for each of the top 10 

emitters. Tax was applied at each companies prevailing 

corporate rate. This delivers a Carbon tax adjusted Net 

Profit after Tax (CTANPAT) for the carbon impost. The 

adjusted Earnings Per Share (EPS) was calculated by 

dividing the CTANPAT by the shares on issue. 

We make the following observations. James Hardie 

(JHX) is our largest emitter and is the sole portfolio 

exposure to the materials sector, which is the largest 

sector contributor to total S&P ASX 300 emissions. An 

A$100 carbon tax has a material impact, reducing JHX 

earnings by >10% on an annual basis. At this level of 

impost, the remaining 9 largest emitters would each 

have earnings reduced by <2% on an annual basis. At an 

A$80 carbon tax, four of our top 10 emitters would 

have earnings impacted by 1%-2%, with the balance 

impacted by <1%. 



Eyes wide open 
A carbon tax is an economic model designed to 

dissuade polluters from continuing economic 

activity that damages the globe we inhabit.  

The implementation of this type of tax is a 

complicated and often unpopular pathway, which is 

heavily politicised, meaning discussion can be 

dominated by the strength of lobby groups most 

affected. 

Some commentators, and large swathes of public 

opinion, believe successive Australian Governments 

have failed to take progressive steps to establish an 

economic platform to tackle climate change.  

The fact that 45 countries, both developed and 

developing, have taken material steps forward over 

the past three decades would support this view.  

This is not the debate at hand.  

Our belief is that Australian corporates are unlikely 

to remain sheltered from the true cost of carbon 

emissions. Increasingly it appears carbon imposts 

will come from offshore regulation.  

Not all corporates have the same business models, 

so the impacts will be felt disproportionately, and 

performance drags will become apparent. 

The data we have presented shows that a clear 

liability sits within the dirty industries that make up 

the Materials, Energy and Utility sectors. We have a 

long-term track record of low exposure to these 

sectors. This is not to say that individual business 

cannot make successful transitions to clean and 

profitable business models and themselves become 

attractive. 

The question we are asking is, how are we placed 

today for future scenarios where carbon liabilities 

are exposed. While we hope we have provided a 

consistent and compelling message, we know the 

answer is by no means set in stone, but we are 

better off approaching inevitable change with eyes 

wide open. SFM 


