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SIGNIFICANT HOLDINGS 
 

Bega Cheese 

• Bluescope Steel 

Grancorp 

• Healius 

• IGO Limited 

 

Insurance Australia Group 

Meridian Energy  

Qantas 

TPG Telecom 

Westpac 

Performance as at 28 February, 2021 

INVESTOR CLASS 1 MONTH % 3 MONTHS % 6 MONTHS % 12 MONTHS % SINCE INCEPTION 

(ANNUALISED %) 

Fund (after fees) -0.08 1.46 12.80 -1.31 -0.67 

S&P/ASX 300 Accum 1.48 3.16 11.69 7.06 6.66 

Excess -1.55 -1.70 1.11 -8.37 -7.32 

 

 

 
 
Ethical Partners Australian Share Fund 
FEBRUARY 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. 

 INVESTOR CLASS CLASS A CLASS B CLASS C CLASS E 

Unit Price 28/2/21 $0.9284 $0.9256 $0.9297 $0.9202 $0.9298 

APIR code EPF9951AU EPF9964AU EPF3813AU ETL8683AU - 

 

MONTHLY COMMENTARY 
 

During February 2021 the Fund returned -0.08% versus the S&P/ASX 300 

Accumulation Index of 1.48%, underperforming the market by -1.55%. An 

overweight position in Consumer Staples and an underweight position in 

Healthcare contributed to relative performance while an overweight position in 

Utilities and an underweight position in Materials detracted from relative 

performance. 

A clear trend in first half FY21 results season was that companies with higher 

revenue and profit growth expectations generally underperformed following their 

result. This included sectors such as Consumer Discretionary, Healthcare, 

Building and Construction and Technology. The market is currently looking 

through short term strength in profits and considering if the current valuation 

levels are sustainable in the medium term. The converse was true of companies 

with lower growth expectations and companies in the Banking, 

Telecommunications and Resources sectors outperformed post reporting. The 

market is currently looking through short term weakness in earnings if companies 

have the ability to recover with economic growth returning, aided by the roll out of 

vaccinations and continuing government stimulus. Rising bond yields remained a 

feature with the US 10 year yield rising more (in percentage terms) since January 

2021 than it did during the whole of 2018 when the Federal Reserve was actually 

increasing rates. 

While economic growth broadens and the past year of uncertainty starts to level 

out, our bottom up research and conversations with companies have pointed to 

multiple signs of economic recovery and increasing demand for goods and 

services. Additionally, high plant capacity utilization and tight inventory positions 

as well as ongoing supply chain disruptions are having an upwards effect on input 
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costs (shipping, transport) and commodity prices (copper, steel, nickel, aluminium, base metals). The rotation from 

stocks with high valuations to those that can benefit in this environment continues. 

During reporting season some major moves impacting performance of the Portfolio were as follows: 

Key contributors: 

Westpac, Overweight. At the quarterly update, the company reported a better than expected profit aided by 

provision releases. Underlying margins were also better with lower funding costs and higher deposit spreads. The 

capital position was strong and the more favourable economic environment saw asset quality improve. Westpac still 

trades at a discount to the sector and the stock strongly outperformed during the month. 

Commonwealth Bank, Underweight. The bank went into the result with market expectations high around asset 

quality improvement, provision cover, capital levels and had a relatively expensive valuation. While the company 

met all these measures at the result the stock failed to outperform during the month.  

CSL, Underweight. The company reported a very strong first half result but held onto its full year guidance, implying 

the second half will be more difficult. Plasma collections are still significantly down on pre COVID-19 levels and this 

is feeding into the company’s product sales revenue. CSL’s reliance, in part, on donors who live in lower socio 

economic areas (and an ESG concern for our team with respect to Social issues) is one reason for the lower 

plasma supply.  

Key detractors: 

Meridian, Overweight. While the company reported results in line with expectations, the stock underperformed 

materially during the month based on upcoming index rebalancing and in part due to rising bond yields. Cash flows 

remain strong and the New Zealand energy market dynamics remain positive.  

United Malt, Overweight. At the AGM the company outlined that costs were going to be higher due to transportation 

and container limitations, revenue remains soft given volumes are still down in the USA and margin mix is 

unfavourable with volumes still moving towards larger customers.  

Brambles, Overweight. Brambles upgraded its full year forecast based on favourable industry growth and margin 

management. The company remains in a strong position to improve revenue from current levels as manufacturing, 

especially European autos, picks up. The business has a steady underpinning of consumer staples exposure in its 

key US operation and managed to cover both capex and dividends with cash flow which is a key investment metric 

for us. Uncertainty over the introduction of plastic pallets with one retailer is currently holding back the share price in 

our view. 

Within the 4 major themes outlined in our January 2021 report (Low volatility businesses; Commodities exposure; 

Late cycle businesses; Renewable energy utilities) there is a large contingent of companies that are yet to benefit 

from the economic recovery and whose valuations are very attractive (eg: Mirvac), as well as a large component of 

cyclical companies whose earnings are strong but still getting stronger (eg: Bluescope). The Portfolio remains 

underweight many of the COVID-19 winners whose earnings and valuations experienced what we believe was a 

one off sugar hit during 2020. 

 

ESG AND ENGAGEMENT COMMENTARY 
 

Gender diversity: 40:40 Initiative 

Ethical Partners has had some very productive conversations with several of our portfolio companies this 

month regarding the 40:40 initiative. This investor-led initiative, begun by HESTA and now backed by many 

Australian Investors aims to see women fill 40% of executive roles in ASX200 listed companies by 2030. It 

asks companies to publically announce gender balance targets of 40% women, 40% men, and the remaining 

20% either, and to reporting on their progress towards these targets in 2023 and 2027. We have had some 

pleasing confirmation of our portfolio’s commitment to gender equality and look forward to engaging further 

with them on these targets and commitments as the year progresses.  At Ethical Partners, we share the view 

that the business case for gender equality is very clear. 

A recent report from The Agency and Bankwest Curtin Economics Centre’s shows a clear and convincing 

causal link between increased female representation in leadership roles in organisations and improved 

performance, productivity and profitability, as have an increasing number of studies and analysis. This is 

obviously important to us as investors and we believe that the investor voice is crucial because if we 

maintain the status quo we will not see equal representation of women and men at CEO level until 2100.  We 

must also be aware that gender diversity within the financial sector is crucially important, and that investors 

who are engaging with companies regarding their gender diversity need to be also “walking the talk”. We 

have also turned our lens inwards, and have formulated our own diversity policies statements, and are proud 

that our gender diversity now stands at 44% women. 

 



 
 

 

Food and nutrition: Sustainable Development Goals 2 and 3 

Another ESG issue enjoying increasing attention is that of ensuring a healthy and nutritious food chain. 

Ethical Partners is proud to be a signatory to the Access to Nutrition Initiative Investor Expectations, through 

which investors commit to scrutinise how well companies are managing the related risks and opportunities 

related to the global nutrition crisis of a concurrent obesity epidemic and the persistence of global food 

instability and hunger.  Signatories agree to engage with companies about how they are addressing both 

SDG 2 on Hunger and SDG 3 on good health, including their governance, strategies, lobbying and 

transparency. Ethical Partners has engaged over several years on these issues with companies, and is 

pleased to note both an awareness of their responsibilities here, and positive steps being taken. For 

example, Woolworth’s commitments include ensuring clear and transparent product labelling, continuing to 

decrease the salt, sugar and saturated fat content of their own brand products, adding an expanded healthy 

eating product range, and by teaming up with experts to inspire and educate customers on healthy eating. 

Importantly, they have committed that by 2025, graphics activities and images that are appealing to children 

will only be used on healthy products. 

Similarly, Bega has identified food and nutrition opportunities to improve human health and nutrition through 

products and innovation, and meeting diverse dietary and consumer needs as a material business strategy.  

Key focus areas include reducing sugar in their peanut butter by 10% by 2030, removing 15 tonnes of salt 

from their product portfolio by 2023 and developing a nutritional profiling standard based on the WHO’s 

nutritional recommendations. Bega internal working group, with representatives from across the business, 

meets every two months to monitor and review Bega’s nutrition programs, increase visibility of nutrition within 

the company and to discuss current research and innovation in food nutrition as well as key trends in 

customer behaviours. Our engagements with both companies have shown a very clear passion and 

commitment to healthy nutrition right up to the CEO and Chair level. Ethical Partners will continue to engage 

and advocate for these issues with these and other companies. 

.  

SECTOR EXPOSURE, FEBRUARY 2021 

 
 

 

 

 

 

 

 

Essential financial 
services, 18.6%

Responsible services, 
15.2%

Human wellness, 14.4%

Sustainable goods, 9.6%

Essential infrastructure, 
9.2%

Livable communities, 7.2%

Responsible raw 
materials, 6.4%

Transition commodities, 6.2%

Better energy, 5.6%

Community nutrition, 
5.2%



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 l ight 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 

http://www.zenithpartners.com.au/RegulatoryGuidelines

