
Don’t let three letters 
ruin your retirement
N AT H A N  B E L L     P O R T F O L I O  M A N A G E R



A U S T R A L I A ’ S  F I R S T  A C T I V E  E T H I C A L  E T F

It’s time to take ESG seriously
• Higher returns 

• Increasing risks for businesses

• Investors are becoming activists

• The fall of the Professional CEO 

• Governments are getting involved

• ESG is becoming the norm 



E T H I C A L  C O M PA N I E S  ( M O S T LY ) ,  
S U P E R I O R  B U S I N E S S E S

What industries are out?

• Industry standard negative screen

• Standards evolving

• Currently avoiding businesses that earn most 
of their revenue from the following sources: 

• Fossil fuels; Pay day lenders; Alcohol; 
Gambling; Junk food and beverages; Supply 
chain concerns; Armaments;  



H I G H E R  R E T U R N S

1 yr 3 yrs 5 yrs 10 yrs

Average Responsible Investment Fund 11.3% 9.8% 11.7% 5.4%

Large Cap Australian Share Fund Average 12.2% 8.0% 9.7% 3.5%

S&P/ASX300 Accumulation Index 11.9% 8.8% 10.2% 4%

II recommendations
Ethical vs Unethical  

14.8% vs 10.1%

Responsible Investment Association Australasia (RIAA)

Source: RIAA Responsible Investment Benchmark Report 2018



A U S T R A L I A ’ S  F I R S T  A C T I V E  E T H I C A L  E T F

Increasing risks from ESG concerns
• The market or government will expose you 

• Hayne (Financial Services) Inquiry 

• Aged Care Inquiry – Who’s next? 

• Renewables replacing fossil fuels 

• Coca Cola – Sugar taxes; changing consumer 

preferences 

• Increasing shareholder activism e.g. NAB

• Millennials more socially conscious



A U S T R A L I A ’ S  F I R S T  A C T I V E  E T H I C A L  E T F

To improve is to change; to be perfect is 

to change often.

Winston Churchill

• Not changing the ‘II way’

• Stocks must pass fundamental hurdles

• Adding an ESG filter to reduce risk



“It was never my thinking that made 
the big money for me, it was 
always my sitting.

Jesse Livermore

P R O V E N  I N T E L L I G E N T  I N V E S T O R  A P P R O A C H  



P R O V E N  I N T E L L I G E N T  I N V E S T O R  A P P R O A C H  

High quality businesses
• High insider-ownership 
• Long growth runways 
• A large discount to intrinsic value 

Special situations
• New CEO 
• Re-capitalised 
• Spin-offs 
• Hidden assets

a



T H E  B E S T  C O R P O R AT E  G O V E R N A N C E  I S  
H A V I N G  S K I N  I N  T H E  G A M E

Founder-led companies vs S&P 500 True even with tech companies excluded
Founder-led companies outperform the rest

Based on an analysis of S&P 500 firms in 2014
Founder’s Index vs other S&P 500

Source: Bain & Company via Harvard Business Review Source: Consultancy.UK



W H AT  H A P P E N S  W H E N  Y O U  D O N ’ T  H A V E  
I N S I D E  O W N E R S H I P ?



CSL vs BHP
• Superior Return On Equity 

• Truckloads more Free Cashflow 

• More consistent profits and dividends

• Avoiding yesterday’s heroes

• Focus on sunshine industries 

E T H I C A L  C O M PA N I E S  ( M O S T LY ) ,  
S U P E R I O R  B U S I N E S S E S



E T H I C A L  C O M PA N I E S  ( M O S T LY ) ,  
S U P E R I O R  B U S I N E S S E S

ESG is becoming the norm
• Reflects changing social attitudes 

• Increasing pressure on governance  

• Reducing risk is good business   

• Woolworths considering selling its pubs 

• Management remuneration e.g. Dulux



A U S T R A L I A ’ S  F I R S T  A C T I V E  E T H I C A L  E T F

It’s easy
• Buy and sell just like a regular stock 
• Ready-made portfolio 
• Same Intelligent Investor long-term approach 
• Focus on high quality businesses 
• Long-term holdings help minimize tax 
• Semi-annual distributions 
• Regular reporting and candid communication
• Management fee; no performance fee



H I D D E N  A S S E T S

360 Capital
A S X : TG P



• Commercial property 
investment and funds 
management group

• Market Cap: $207m; Trades 
at NTA; no value for 
50% stake in AMF Finance

• CEO: Tony Pitt

• Major Shareholder: 
Tony Pitt (27%)

H I D D E N  A S S E T S
360 Capital

Source: TGP 2018 Annual Results Presentation

TGP’s total return post 360 Capital’s management involvement



H I D D E N  A S S E T S
360 Capital

Source: TGP 2018 Annual Results Presentation

Foreign banks increasing exposures, a sign of increased regulatory pressures 
on local major banks



H I D D E N  A S S E T S
360 Capital

AMF Finance

Source: TGP 2018 Annual Results Presentation



Contact us on 1300 880 160  Email us at support@investsmart.com.au

Q&A


