Investing
for a better
world

AUSTRALIAN ETHICAL

Australian Ethical
has been helping
people invest in
a better world
for more than
35 years.

So much more than ESG
We believe that the power of
money can be harnessed to deliver
both competitive returns and
positive change for society and
the environment.
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Managing $6bn+

Multi-award winning

as an ASX300-listed investment
manager on behalf of members
and investors

investment portfolio with a track
record of excellent investment
performance

35+ years

‘Best for the World’

offering investment and super
solutions using our leading
ethical investing approach

for Customer & Governance by
B Corp putting us in the top 5%
of same-size B Corps globally

a global leader in ESG

10% of annual profits*

named a global Leader in ESG
by Morningstar since 2020#

donated through our Foundation
to charitable organisations and
social impact initiatives

#

See page 5

* After tax and before bonuses

Ethical investment solutions
We offer investment solutions for the conscious consumer. Our customers can choose from a
suite of nine managed funds or from the range of seven investment options offered in our
super fund, safe in the knowledge that all the underlying companies and investments in our
portfolio have passed our comprehensive ethical screening process.

Managed funds

Super

Pension
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Our ethics

Every investment we make across our
entire $6 billion portfolio must meet the
requirements of our Ethical Charter.
It guides us to parts of the economy that
are good for the planet, people and
animals and away from harmful sectors.
We believe companies with a social and
environmental purpose as part of their
competitive strategy, will thrive in and help
create a low carbon and equitable future.
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Our ethical DNA
We’ve been investing ethically since
1986 and have become globallyrecognised in the process.¹
Our guiding compass is the Australian
Ethical Charter. Our Charter steers us
into parts of the economy that are
good for the planet, people and
animals and away from harmful
sectors.
Guided by our Charter, we apply three
methods to identify our universe of
potential investments:

We make good
investments in:
Clean energy
Sustainable products
Medical solutions
Innovative technology
Responsible banking
Healthcare
Recycling
Energy efficiency
Education
Aged care

Negative screening
We avoid investments in industries
which have a negative impact on
society and the environment.

We avoid companies
involved in:
Coal

Positive screening

Coal seam gas

We proactively search for
investments that contribute positively
to society and the environment.

Oil
Weapons
Tobacco

Corporate engagement
We monitor corporate behaviour and
connect with companies to raise
issues of concern and advocate for
positive change to company practices.

Old growth forest logging
Exploitation
Gambling
Human rights abuses
Harmful products

1

 ecognised by Morningstar as a global leader
R
for our ESG approach since 2020. The
Morningstar ESG Commitment Level: Our first
assessment of 100-plus strategies and 40
asset managers, November 2020.

To find out more about our Ethical
Charter, visit: australianethical.com.
au/why-ae/ethical-charter
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How we invest
This approach allows us to construct resilient
portfolios of well-managed companies that
have strong governance structures and are
managing the environmental and social
footprints of their operations.

We won’t consider a company for its
investment potential before it passes
through our rigorous ethical assessment
process. Once identified, our investment
team uses fundamental analysis to
determine whether those companies
qualify as portfolio candidates for our
active strategies, evaluating each
company’s financial value drivers.

We don’t just set and forget, monitoring and
active engagement is an important part of
our process to influence corporate
behaviour and create positive impact.

Creating returns with positive impact

UNIVERSE OF
POTENTIAL INVESTMENTS

1

2

Ethical assessment

Rigorous investment

Ongoing assessment
relative to ethical
frameworks

RETURNS WITH
POSITIVE
IMPACT

3
Active engagement
Influence through company engagement
and shareholder voting

Constructing resilient
portfolios within our
ethical universe
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Our
performance
speaks for
itself

Returns are for the 12 months
to 30 December 2021.
Past performance is not a reliable
indicator of future performance.

14.3%
14.2%
12.7%
13.9%

Emerging Companies
Fund returns
(after retail fees)

Australian Shares
Fund returns
(after retail fees)

Balanced Super
Option (MySuper)
returns (after fees)

Australian Shares
Super Option
returns (after fees)
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A portfolio
that looks
different
Our Ethical Charter steers us into parts
of the economy that are good for the
planet, people and animals and away
from harmful sectors. As a result our
portfolio differs significantly from the
relevant benchmark on a sector-bysector basis.
We have higher allocations to
healthcare, information technology
and utilities, and much lower
allocations to energy and materials.
Though underweight in the materials
sector, we will consider companies
mining lithium, rare earths and other
materials critical to the electrification
and decarbonisation of the economy.
We do invest in the financial sector
including banks. Banks do deserve
close scrutiny, but despite their
shortcomings, responsible and
well-regulated banks can do good.
They help individuals and
organisations save, invest and
manage risk. Without them we’d be
back to a barter system for the
exchange of goods, services and
capital. We invest in both small and
large banks provided they are
assessed to align with our Charter.
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Our investments by asset type

Australian & NZ Equities 51.1%

International Equities 21.1%

Fixed Income 18.7%

Unlisted Property 4.3%

Cash, FRNs and Short
Duration Fixed Interest 4.3%

Alternatives 0.6%

Our investments by sector
compared to the market

Australian Ethical
S&P/ASX 200 & MSCI World ex. Australia

Where we invest more
20.9%

Information
technology

We invest in IT companies
that improve efficiency,
encourage innovation and
reduce environmental
footprint.

14.3%

Health care
11.4%

Communication
services

We invest in healthcare,
from hospitals to biotech
companies.

8.7%

Industrials
6%

Real estate

This is where many of
our renewable energy
investments sit.

5.5%

Utilities

Where we invest less
Energy

We don’t invest in fossil fuel
companies which make up
most of the energy sector.

0%

Consumer
staples

1.7%
3%

Materials
Consumer
discretionary
Financials

Charts as at 30 June 2021.

We have low exposure to
the materials sector
which includes mining of
non-renewable resources.

3.7%
24.8%

We only invest in
financial companies
aligned to our Charter.
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Our impact

In 1986 our founders set out to invest for a
better world by using money as a force for
good. It’s an investment philosophy that
remains unchanged, in an ever-changing
world. We report the details of our impact
annually in our Sustainability Report.
Read the latest at australianethical.com.au/
sustainability-report-2021
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77% less CO2

13 times more

produced by the companies
we invest in, compared to
Benchmark¹

investment in renewable
power generation than
Benchmark⁴

Nil investment

$1.8 million

in fossil fuel companies,
nuclear, tobacco or
gambling companies²

allocated to our Foundation
impact initiatives in FY215

2.5 times

500+ companies

more impact towards the UN
Sustainable Development
Goals (SDGs) than
Benchmark³

engaged with to understand
and influence their positive and
negative impact 6

1. Carbon intensity (tonnes CO2e per $ revenue) of Australia Ethical share investments compared to Benchmark.^
2. We don’t invest in companies whose main business is fossil fuels or gambling, or in diversified companies that
earn some fossil fuel or gambling revenue and aren't creating positive impact with their other activities. We may
invest in a diversified company which is having a positive impact in other ways such as producing renewable
energy, providing its negative revenue is sufficiently low (a maximum of 5% to 33% depending on the activity).
We have never invested in tobacco and support Tobacco Free Portfolios. For more information on our Ethical
Criteria, visit: australianethical.com.au/why-ae/ethics/ethical-criteria/
3. Based on the ‘sustainable impact’ revenue earned by companies whose shares we invest in, compared to
Benchmark.^
4. Proportion of our share investments in renewable power generation compared to Benchmark.^
5. Allocated through the Australian Ethical Foundation impact initiatives in FY21.
6. Engagement total includes lending our voice to support others’ initiatives, engaging with companies directly
(on our own or with others) and filing and voting on shareholder resolutions. Represents FY21 activity.
^ Benchmark is a blended benchmark of S&P ASX 200 Index (for Australian and NZ shareholdings) and MSCI World
ex Australia Index (for international shareholdings). Shareholdings as at 30 June 2021.
More information is available in our 2021 Sustainability Report at australianethical.com.au/sustainability-report-2021
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Our 10%
difference

Every year, we donate 10% of profits
(after tax and before bonuses) to the
Australian Ethical Foundation to
unearth and fund the most effective
charities and solutions addressing
climate change.
Since 2000, we’ve donated over
$6 million to help deliver positive
outcomes for the planet, people and
animals.
In 2021 the Foundation distributed
grants to the following passionate and
innovative climate charities delivering
impact in Australia and overseas.
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Strategic Grants
Our ‘Strategic Grants’ provide
funding for proven and scalable
climate projects. In 2021,
we provided grants to:

Visionary Grants
Our ‘Visionary Grants’ are designed to
provide funding for innovative new climate
projects. Our 2021 winners were:
•
•
•
•
•
•
•
•

Climate KIC
Climateworks
Original Power
Accounting For Nature
Central Queensland University
The Nature Conservancy
Seabin Foundation
Opportunity International Australia

Find out more at
australianethical.com.au/foundation/
visionary-grants.

•
•
•
•
•
•
•
•
•
•
•
•
•
•

Food Frontier
Beyond Zero Emissions
Environmental Justice Australia
Green Fleet
Blue Carbon Lab
The Wilderness Society
WOTCH
The Orangutang Project
Karrkad Kanjdji Trust
Fistula Foundation
Living Goods
Pollinate Group
YGAP YHER
The MAWA trust

Find out more at
australianethical.com.au/foundation/
strategic-grants.
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For more than 35 years we have been true to our Ethical Charter. Our employees, our
customers and our shareholders choose us because:

We do not invest in fossil fuel, gambling, nuclear
or tobacco companies1
We do not invest in businesses involved in cruelty to animals
We do invest in sustainable, future-building businesses
We pride ourselves on our ethical business practices
We actively engage with businesses to advocate for
positive change
We offer a comprehensive range of investment choices
catering to all risk appetites
We strive to build on our strong track record of above benchmark
investment performance

1. We don’t invest in companies whose main business is fossil fuels or gambling, or in diversified companies that
earn some fossil fuel or gambling revenue and aren’t creating positive impact with their other activities. We may
invest in a diversified company which is having a positive impact in other ways such as producing renewable
energy, providing its negative revenue is sufficiently low (a maximum of 5% to 33% depending on the activity). We
have never invested in tobacco and support Tobacco Free Portfolios. For more information on our Ethical Criteria,
visit: australianethical.com.au/why-ae/ethics/ethical-criteria
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Together, we can harness the
power of money to bring about
positive change.
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Find out more
Phone:
Email:
Website:

1800 021 227
advisers@australianethical.com.au
australianethical.com.au

Australian Ethical has been certified by RIAA according to the
strict operational and disclosure practices required under the
Responsible Investment Certification Program. See
responsibleinvestment.org for details. The Responsible Investment
Certification Program does not constitute financial product advice.
Neither the Certification Symbol nor RIAA recommends to any
person that any financial product is a suitable investment or that
returns are guaranteed. Appropriate professional advice should be
sought prior to making an investment decision. RIAA does not hold
an Australian Financial Services Licence.

Australian Ethical is a Certified B Corporation.

© 2022 Australian Ethical Investment Ltd (ABN 47 003 188 930, AFSL 22994) The
information in this report is general information only and does not take into
account your personal financial situation, objectives or needs. You should
consider obtaining financial advice that is tailored to suit your personal
circumstances before making an investment decision. Please read the Financial
Services Guide and the relevant Product Disclosure Statement(s) and Target
Market Determination as well as other important available on our website for
information about our products.
Past performance is not a reliable indicator of future performance.
Certain statements in this report relate to the future. Such statements involve
known and unknown risks and uncertainties and other important factors that could
cause the actual results, performance or achievements to be materially different
from expected future results. Australian Ethical Investment Ltd does not give any
representation, assurance or guarantee that the events expressed or implied in
any forward looking statements in this report will actually occur and you are
cautioned not to place undue reliance on such statements.
The content of this report is intended to provide a summary and general overview
concerning matters of interest and is correct as at the date of publication.
Australian Ethical Investment Ltd does not accept any liability, either directly or
indirectly, arising from any person relying, either wholly or partially, upon any
information shown in, or omitted from, this report. Under no circumstances will
Australian Ethical Investment Ltd be liable for any loss or damage caused by your
reliance on information obtained from this report. You should consider seeking
independent advice from a legal or other professional adviser before acting in
response to the content of this report.
February 2022

