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We acknowledge Aboriginal and Torres Strait Islander peoples as Australia’s First Peoples.
We acknowledge Aboriginal and Torres Strait Islander peoples as the traditional owners and
original custodians of the lands and waters on which we all live and work. We recognise the
continuing sovereignty of Aboriginal and Torres Strait Islander peoples over their lands and
waters and the inalienable right of Aboriginal and Torres Strait Islander peoples to
self-determination. We offer our respect to all Elders, past and present.
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Why U Ethical

U Ethical is an investment manager
with a difference. Since inception, we
have worked to create a better world
by investing with purpose.

$1.37b
funds under
management

We are focused on serving the needs of all kinds of investors — from corporate and
institutional to not-for-profits and individual clients. Whether big or small, our clients trust us
to deliver competitive returns while doing the right thing for communities and the planet.
Today, we are one of Australia’s largest ethical investment managers, with $1.37 billion in
funds under management.1 Unlike the majority of ethical managers, we are a for-purpose
organisation and a social enterprise, which means most of our surplus goes to support social
justice advocacy and community programs.
In addition, we are one of the few investment businesses in Australia to be certified as a
B Corporation. B Corporations meet the highest standards of verified social and environmental
performance, public transparency, and legal accountability to balance profit and purpose.
U Ethical is an active investor. We adopt clear positions on important ethical issues and don’t
shy away from holding companies to account. This includes engaging with, divesting or
excluding companies from our portfolios on ethical grounds if we consider it necessary.

1

As at 30 June 2021.
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Statement from
the chairperson

As a long-time member of both the Uniting
Church and the U Ethical board, I was both
delighted and honoured this year to accept
the position of chair. There was no time to
ease into the role however, as the challenges
of guiding the organisation through the
global pandemic continued.
There was some movement in the board
this year, with both Deborah Ralston and
Jane Bell retiring. I thank them both for their
commitment and diligent contribution to
the board and U Ethical generally. Special
mention should also be made to my
predecessor as chair, David Cousins, who
retired from the board after the close of the
financial year. David is also a member of the
Uniting Church and a long-serving member
of the board who spent over three years as
chair. I, together with all other members of
the board, thank him for his service.
Thankfully the executive leadership team
was able to maintain continuity and stability
through the ups and downs of the year —
quickly adapting to changing restrictions
and moving from working from home and
back into the office (and home again).
I thank them and all team members at
U Ethical whose hard work during these
difficult times is much appreciated by
the board.
Improvements to our systems and
investment processes continued apace
across the year, with significant evolution in
our ethical investment approach under the
stewardship of our new head of ethics and
impact, Désirée Lucchese. Decisive changes
to our cash and fixed income products were
implemented, with four new trusts launched
at the start of the 2021 financial year. It’s
clear that the low interest rate environment
will be with us for some time, so these
product changes will help set up U Ethical
and our investors for success.
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Lindsay Mann
Chairperson

2021 was to be the third year of our original
transformation plan to build a platform for
future growth, however, the board determined
that some flexibility in approach was required
due to the complexity of the changes and the
challenges of the external environment.

Improvements to our systems
and investment processes
continued apace.
With a focus on preserving our financial
reserves and providing the time to make
necessary changes to build the business, the
board reduced the community contribution in
line with the reduction in surplus. Despite this,
we were pleased still to deliver a community
contribution of $1.2 million.
While the road ahead is uncertain, we
look forward to building on this in the
next 12 months. Our focus remains on our
ultimate objective of growth in funds under
management and a doubling of our
community contribution.

Statement from the
chief executive officer

2021 was a year spent under the continuing
cloud of COVID-19. While the pandemic
increased pressure on business operations
and working environments, equity markets
powered on seemingly oblivious.
This was evidenced in the strong
performance of our Australian Equity Trust
– Wholesale, which delivered a return of
26% for the year, while our Growth Portfolio
returned 20%. As we viewed the world with
some caution, the defensive positioning of
our International Equities Trust – Wholesale
was a drag on performance, coming in
under benchmark at 15% for the year.
However, it has maintained outperformance
over the longer term — a much more
relevant time horizon for equity investors.
Intense pressure across credit markets
during the early stages of the pandemic
catalysed necessary changes to our fixed
income and cash products. Unfortunately,
it appears the extremely low interest rate
environment will be with us for some time,
and we continue to discount fees to support
clients through this very testing period.
Though the disruption to business
operations due to the ongoing pandemic
has slowed our original business
transformation program, over the year we
continued to add capability to the team and
bring greater rigour and sophistication to
the application of our ethical investment
policy. We now have one of the most robust
and process-driven ethical investment
approaches in the market.
The transition to lower-fee products and the
need to discount fees, alongside continued
investment in the business, resulted in a
44% fall in our operating surplus from the
prior year. However, with client inflows and
product performance, overall funds under
management grew by $180 million to
$1.37 billion, the highest ever level.

Mathew Browning
Chief executive officer

Consequently, the operating surplus was
ahead of this year’s budget and enabled us
to deliver a community contribution of
$1.2 million. My sincere thanks to everyone
in the team who helped make this happen.
We are acutely aware that change can
be disruptive for some. However, further
strengthening of our business infrastructure
in 2022 is necessary, and we look forward to
the improvements to the client experience
this will bring.
As the eventual benefits of vaccination
emerge, it is with a sense of hope that we
anticipate continuing growth in funds under
management and our annual community
contribution, along with greater impact
as we pursue our mission of investing
with purpose.

We now have one of the most
robust and process-driven
ethical investment approaches
in the market.
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Year in review1

Number of
client accounts

Funds under
management

Investment
income
distributed

4,266
$1.37b

$28.6m

Revenue

Operating
surplus

$8.9m

Net promoter score

$1.57m
125.2

Our voting record
–100

30

+100

Wholesale

in community contributions, with
$64m contributed since 1995
48% Social justice advocacy
 17% Education
14% Intercultural
11% Disability inclusion
10% Prison chaplaincy

33

+100

Retail

B Impact Score

15% Detractors
40% Passive
45% Promoters

$1.2m

–100

16% Detractors
35% Passive
49% Promoters

15%

of 729 votes against
management

Funds under management

85%
in wholesale
products

15%
in retail
products

30%

60/40
gender balance across
the management team

increase in organic search
traffic to uethical.com (vs 2020
financial year)

1

As at 30 June 2021.
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Better
investments
for a better
world

8

U Ethical Annual Sustainability Report 2021

9

Investment performance

The defensive positioning of the
International Equities Trust – Wholesale
was a short-term drag on returns, coming
in under benchmark for the year while
maintaining longer-term outperformance.
In a yield-compressed environment, three
of the four income trusts outperformed their
benchmarks.

The 2021 financial year proved more
unpredictable than most in financial
markets, fortunately to the upside.

26%

return from
Australian
Equities Trust
— Wholesale

Despite the backdrop of a global
pandemic, the absolute performance
of our Australian equities trusts was
strong, with the Australian Equities Trust
— Wholesale returning 26%, slightly
under the benchmark.

Figure 2: FUM breakdown

Figure 1: Funds under management
(FUM) over the last 10 years ($ million)
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200

32% Enhanced Income Trust – Wholesale
28% Australian Equities Trust – Wholesale
17% Growth Portfolio
8% Cash Management Trust – Retail
7% Australian Equities Trust – Retail
3% Diversified Income Trust – Wholesale
3% Cash Management Trust – Wholesale
<1% International Equities Trust – Wholesale
<1% Funeral Fund
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Table 1: Performance to 30 June 2021 — Wholesale1

1yr

5yrs

10yrs

20yrs

Since
Inception

Inception
date

15.20

16.01

–

–

16.10

1 Aug 2019

Benchmark3

27.5

14.7

–

–

14.4

–

Australian Equities Trust4

26.2

13.2

9.9

9.0

10.9

1 Jan 1986

Benchmark

28.5

11.3

9.2

8.2

10.2

–

Growth Portfolio

20.3

11.4

9.7

9.0

10.3

1 Jul 1985

Benchmark6

25.7

10.3

9.5

7.5

–

–

Diversified Income Trust

7.2

–

–

–

7.2

1 Jul 2020

7

Benchmark

2.6

–

–

–

2.6

–

Enhanced Income Trust

1.3

–

–

–

1.3

1 Jul 2020

Benchmark8

1.1

–

–

–

1.1

–

Cash Management Trust

0.2

–

–

–

0.2

1 Jul 2020

Benchmark

0.2

–

–

–

0.2

–

1yr

5yrs

10yrs

20yrs

Since
Inception

Inception
date

Australian Equities Trust

25.9

11.4

8.4

–

8.7

7 Jul 2003

Benchmark5

28.5

11.3

9.2

–

9.6

–

Cash Management Trust

0.1

–

–

–

0.1

1 Jul 2020

Benchmark

0.2

–

–

–

0.2

–

Total return (% p.a.)
International Equities Trust2

5
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Table 2: Performance to 30 June 2021 — Retail1

Total return (% p.a.)

9

Based on exit price with distributions reinvested and are net of all fees.
1

Past performance is not indicative of future performance.

2

On 1 August 2019, the International Equities Portfolio was transferred from a sub-account of the U Ethical Growth Portfolio into a unit trust, the U Ethical International

3

MSCI World Ex Australia Total Return Index (AUD).

4

From inception to 31 October 2019, performance is that of the U Ethical Australian Equities Portfolio (the Portfolio) which includes franking credits. On 1 November

Equities Trust (the Trust). The Trust retains the same investment manager and investment strategy, and charges management costs of 0.90% p.a.

2019, the Portfolio was transferred into a unit trust, the U Ethical Australian Equities Trust, and performance excludes franking credits. The benchmark throughout
is the S&P / ASX 300 Accumulation Index.
5

S&P/ASX 300 Accumulation Index.

6

Benchmark comprises 70% ASX300 Accumulation, 10% MSCI World Ex Australia Net TR (AUD), 10% ASX300 Real Estate, 5% Bloomberg AusBond Bank Bill, 5%

7

3 Month BBSW + 2.5%.

8

3 Month BBSW + 1.00%.

9

RBA Cash Rate.

Bloomberg AusBond Composite 0–3yr indices.
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Our products

International Equities Trust
– Wholesale holdings

United Parcel Service

Alphabet

VMware

Vestas Wind Systems

Alstom
Amgen

31

companies

Apple

Figure 3: International Equities Trust
– Wholesale geographic exposure

Bank of New York Mellon
Bristol-Myers Squibb
BT
Cisco Systems
Citrix Systems
CME
Daimler

Geographic
exposure

Danone
Deutsche Post
Ecolab
GlaxoSmithKline
Home Depot
Inditex
Kimberly Clark
Koninklijke
Mastercard
Microsoft
Novo-Nordisk
SAP SE
Shionogi & Co
Taylor Wimpey
The TJX Company
Unilever
Union Pacific
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59% United States
10% United Kingdom
7% Denmark
7% Germany
5% France
3% Netherlands
3% Japan
3% Spain
3% Other

39

companies

Australian Equities Trust
– Wholesale holdings

Goodman

Amcor

JB Hi-Fi

AusNet Services

Lendlease

Australia & New Zealand Banking Group

Macquarie

Bingo Industries

National Australia Bank

BlueScope Steel

QBE Insurance

Boral

Ramsay Health Care

Brambles

REA

Carsales.com

Reliance Worldwide

Cleanaway Waste Management

ResMed

Coles

Seek

Commonwealth Bank of Australia

Sonic Healthcare

CSL

Spark Infrastructure

Dexus Property

Suncorp

Fortescue Metals

Super Retail

G.U.D. Holdings

Sydney Airport

G8 Education

Telstra

InvoCare

The A2 Milk Company
Figure 4: Australian Equities Trust
— Wholesale sector exposure

Transurban
Webjet
Wesfarmers
Westpac Banking Corporation

Sector
exposure

28% Insurance and diversified financials
14% Healthcare
13% Industrials
10% Consumer discretionary
10% Materials
7% Communication services
7% Real estate
6% Cash
3% Consumer staples
2% Utilities

13

81

companies

Growth Portfolio
holdings

Home Depot

Shionogi & Co

HomeCo Daily Needs

Sonic Healthcare

Abacus Property

Inditex

Spark Infrastructure

Alphabet

InvoCare

Stockland

Alstom

JB Hi-Fi

Suncorp

Amcor

Kimberly Clark

Super Retail

Amgen

Koninklijke

Sydney Airport

Apple

Lendlease

Taylor Wimpey

Arena

Macquarie

Telstra Corporation

AusNet Services

Mastercard

The A2 Milk Company

Australia & New Zealand
Banking Group

Microsoft

The TJX Companies

Mirvac

Transurban

Australian Unity Office Fund

National Australia Bank

Unibail Rodamco Westfield

Bank of New York Mellon

Novo-Nordisk

Unilever

Bingo

QBE Insurance

Union Pacific

BlueScope Steel

Ramsay Health Care

United Parcel Service

Boral

REA

Vestas Wind Systems

Brambles

Reliance Worldwide

Vicinity Centres

Bristol Myers Squibb

ResMed

VMware

BT

SAP SE

Webjet Limited

Carsales.com

Scentre

Wesfarmers Limited

Charter Hall

Seek

Westpac Banking Corporation

Cisco Systems
Citrix Systems
Cleanaway Waste
Management

Figure 5: Growth Portfolio
asset allocation

CME
Coles
Commonwealth Bank
of Australia
CSL
Daimler
Danone

Asset
allocation

Deutsche Post
Dexus
Ecolab
Fortescue Metals
G.U.D. Holdings
G8 Education
GlaxoSmithKline
Goodman
GPT
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65% Australian shares
14% Fixed income securities
12% International shares
8% Listed property trusts
<1% Cash

Australian Equities Trust
– Retail holdings

Webjet

Amcor

Westpac Banking Corporation

Wesfarmers

AusNet Services
Australia & New Zealand Banking Group
Bingo Industries

Figure 6: Australian Equities Trust
— Retail sector exposure

BlueScope Steel
Boral
Brambles
Carsales.com
Cleanaway Waste Management
Coles
Commonwealth Bank of Australia

Sector
exposure

CSL

39

companies

Dexus Property
Fortescue Metals
G.U.D. Holdings
G8 Education
Goodman
InvoCare
JB Hi-Fi
Lendlease
Macquarie
National Australia Bank
QBE Insurance

28% Insurance and diversified financials
14% Healthcare
13% Industrials
10% Consumer discretionary
10% Materials
7% Communication services
7% Real estate
6% Cash
3% Consumer staples
2% Utilities

Ramsay Health Care
REA
Reliance Worldwide
ResMed
Seek
Sonic Healthcare
Spark Infrastructure
Suncorp
Super Retail
Sydney Airport
Telstra
The A2 Milk Company
Transurban
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Diversified Income Trust
– Wholesale holdings

Figure 7: Diversified Income Trust
– Wholesale asset allocation

Australia and New Zealand
Banking Group

8

Commonwealth Bank of Australia

issuers

HSBC Bank (Australia)
Macquarie Group
National Australia Bank

Asset
allocation

Suncorp Group
Suncorp-Metway
Westpac Banking Corporation

97% Capital notes
3% Cash

28

issuers

Enhanced Income Trust
– Wholesale holdings

Uniting Church (NSW) Trust Association

Airservices Australia

University of Western Sydney

Apple

Victoria Power Networks (Finance)

Australia and New Zealand
Banking Group

Wesfarmers

University of Sydney

Westpac Banking Corporation

Australian Unity
Bank of Queensland
Bendigo and Adelaide Bank
Charter Hall

Figure 8: Enhanced Income Trust
– Wholesale asset allocation

Commonwealth Bank of Australia
GAIF
HSBC Bank (Australia)
ING Bank (Australia)
Lloyds Banking Group
Macquarie Group

Asset
allocation

Members Equity Bank
National Australia Bank
NBN Co.
Newcastle Permanent Building Society
QIC Finance Shopping Centre Fund
RMBS
Suncorp Group
Suncorp-Metway
U Ethical Loans
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29% Cash
26% Floating rate note
26% Term deposit
11% Commercial mortgage loans
5% Capital notes
3% Fixed

Cash Management Trust
– Wholesale holdings

5

issuers

Figure 9: Cash Management Trust
– Wholesale issuer exposure

Bank of Queensland
Bendigo and Adelaide Bank
Macquarie Bank
Members Equity Bank
National Australia Bank

Issuer
exposure

36% National Australia Bank
24% Bank of Queensland
17% Members Equity Bank
13% Macquarie Bank
7% Cash
3% Bendigo and Adelaide Bank

Cash Management Trust
– Retail holdings

5

issuers

Figure 10: Cash Management Trust
– Retail issuer exposure

Bank of Queensland
Bendigo and Adelaide Bank
Macquarie Bank
Members Equity Bank
National Australia Bank

Issuer
exposure

36% National Australia Bank
24% Bank of Queensland
17% Members Equity Bank
13% Macquarie Bank
7% Cash
3% Bendigo and Adelaide Bank
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Section 2.
Our ethical
approach
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Ethical investment policy

We consciously seek to achieve our vision of
a better future for all through the power of
ethical investing. This means that we build
portfolios that reflect our clients’ values
while delivering competitive market returns.
We foster a multifaceted approach to ethical
investing, applying an initial top-down
exclusionary screen to remove companies
involved in undesirable activities and then
consciously seeking out ‘the good’.
U Ethical’s investment process integrates
a detailed list of environmental, social
and governance (ESG) considerations to
minimise investment risk exposure while
identifying investment opportunities.

We look for companies that promote:
human welfare, dignity, and environmental
sustainability, both through climate
risk management and disclosure, and
investments in clean energy and technology.
Our values
— Authenticity: we do the right thing,
not the easy thing.
— Progress: we are open-minded,
innovative and future-focused.
— Impact: we strive for better investments
and a better world.

Figure 11: Ethical investing process

Investable universe
Removal of excluded activities and industries,
as defined by our ethical investment policy
Environmental, Social, and Corporate Governance
(ESG) ratings and controversies screening

Ethical screen
and ESG integration

Targeting companies with a high alignment
to the UN Sustainable Development Goals
Fundamental screen

Based on financial criteria including return on equity,
earnings growth, balance sheet strength and cash
flow conversion

Research review and
ethical verification

A subset of the investable universe is subjected to
rigorous financial and ethical qualitative analysis to
select securities for the portfolio

Portfolio construction

Securities are weighted in the portfolio
according to risk-adjusted return expectations

Stewardship

20
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A three-fold approach covering considered
proxy voting, industry collaboration and active
engagement with companies.

Our Ethical Advisory Panel

We wish to remain at the forefront of
ethical investment, ensuring our investment
practices are subjected to the rigour of
external expertise and analysis.
To support these objectives, our Ethical
Advisory Panel is tasked with:

2x

independent
members

— Providing input and advice on prioritising
ethical considerations
— Determining the materiality of and
response to ethical issues, especially
in ‘grey’ areas where nuance is key
— Contributing to U Ethical’s innovation and
thought leadership across the spectrum
of ethical investing.

Amandine Denis
Head of system change and capability at ClimateWorks Australia,
MSc, MBA

ClimateWorks Australia is non-profit organisation that develops
independent, evidence-based solutions to assist the transition to
net zero emissions for Australia, Southeast Asia and the Pacific.
Amandine’s team applies a systems change approach to support
the organisation’s ambition for real-life impact at scale.

Mark Zirnsak
Senior social justice advocate, BE (Chem) (Hons), PhD, GradDip (Theol)

Mark became director of the Uniting Church’s Justice and
International Mission unit in 2004 and Senior Social Justice
Advocate in 2019. He is a member of the Victorian Responsible
Gambling Ministerial Advisory Council, the Victorian Government
Liquor Control Advisory Council and the Attorney General’s National
Roundtable on Slavery and Human Trafficking.

5x

board of directors
and management
team

David Cousins AM Non-executive director
Désirée Lucchese Head of ethics and impact
James Cook Chief investment officer
Mathew Browning Chief executive officer
Zarmeen Pavri Non-executive director
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Negative screening

Exclusion principles

Excluding the bad

Our negative screening evaluates a
company’s products, services and
practices to ensure they are not detrimental
to society or the environment. U Ethical
avoids investing in companies that:

Our screening approach means we
systematically exclude the following
industries due to their inherent
negative impacts.

cause unacceptable
damage to the
natural environment

infringe on
human rights

have unacceptable
occupational health
and safety practices

support
oppressive
regimes

cause or perpetuate
injustice and
suffering

do not comply with
the United Nations
Global Compact
Principles

22
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fossil fuels

uranium mining
and nuclear

defence and
weapons (civilian and
conventional weapons)

adult
entertainment

gambling

animal cruelty
and exploitation

alcohol
production

tobacco
production

However, we recognise that there are
occasions when companies inadvertently
violate these principles and make genuine
efforts to rectify this. We generally do not
exclude a company where a contravention
of the principles constitutes less than 5%
of the company’s revenue or earnings. In
such instances, the contravention may be
outweighed by significantly positive factors.

Investing in positive outcomes

Seeking the good
Our positive screening seeks out
companies that promote human
welfare and dignity or environmental
sustainability. Examples include
companies producing goods or services
that enhance the health and welfare of
individuals and communities as well as
companies producing goods or services
that protect our environment. We screen
positively for sectors such as:

clean energy
and technology

sustainable
agriculture

circular
economy

employment

community
and education
services

healthcare

We utilise the UN Sustainable
Development Goals (SDGs) as a
framework to identify companies which
have a positive impact on society and
the planet. Through the use of both
quantitative tools and qualitative research,
we look for companies that contribute to
the achievement of the goals.

The UN Sustainable Development
Goals — a universal call to action
The United Nations adopted the UN SDGs
in 2015 as a universal call to action to end
poverty, protect the planet, and ensure
that by 2030 all people enjoy peace and
prosperity. The goals identified the significant
role that the private sector has to play in
their achievement.
By assessing how aligned a company is to
achieving specific goals, our investment
team can tailor our portfolios according
to U Ethical’s values. Using the goals as a
guideline for ethical investing helps maintain
our vision of doing well while doing good.
The pandemic has laid bare deep inequalities
and exposed the failures that are addressed
in the 2030 Agenda for Sustainable
Development and the Paris Agreement
on climate change.
We believe the Sustainable Development
Goals are vital for a recovery that leads to
greener, more inclusive economies and
stronger, more resilient societies.
As António Guterres, Secretary-General,
United Nations states, “The global
community is at a critical moment in its
pursuit of the Sustainable Development
Goals. The current crisis is threatening
decades of development gains… and
throwing progress on the SDGs even further
off track. We must use the crisis to transform
our world, deliver on the 2030 Agenda and
keep our promise to current and future
generations”.

23

Our portfolios increasingly support
the achievement of the UN Sustainable
Development Goals. Through our analysis,
we have identified across all portfolios that
we have the greatest exposure to the below
SDGs through our holdings in:
Novo Nordisk
Novo Nordisk is an industry leader in pharmaceuticals with robust
anti-corruption policies. In 2019 it entered into a partnership with
UNICEF for developing childhood obesity interventions in the least
developed, low and middle-income countries. These efforts focus
on differential pricing policies supplemented by capacity building
initiatives and long-term product donations. About 90% of their
revenue aligns with UN-SDG 3 Good Health and Well-being, and
some revenue is derived from drugs for orphan/neglected diseases.

Brambles
A pioneer in the circular economy, Brambles produces the
world’s largest pool of reusable pallets, crates and containers,
providing a strong sustainable investment case. For the last four
years, Brambles has continued to be an undisputed ‘AAA’ ESGrated company through comprehensive programs addressing
sustainability targets coupled with robust governance practices.
The company has set firm-wide diversity targets to foster equality in
the workforce and demonstrates good progress towards its targets.

Shionogi & Co.
Shionogi & Co. Ltd is a Japanese pharmaceutical company that
excels in its efforts to reduce unethical practices in its operations
and manage toxic emissions and waste. The company invests
in its employees’ specialised knowledge and skillsets through
the Shionogi Career Development program. Initiatives to reduce
its carbon footprint have been evidenced via robust climate risk
disclosures across Scope 1, 2 and 3 emissions. Shionogi & Co Ltd
has also been recognised for its contribution to COVID-19 vaccine
production.

24
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Case study:
ResMed
Operating within the healthcare equipment
and supplies industry, ResMed primarily
provides cloud-connectable medical
devices to treat sleep apnea, chronic
obstructive pulmonary disease and
other respiratory conditions. Through its
development of medical devices that help
treat and manage respiratory disorders, and
which account for approximately 26% of
total revenues, ResMed shows alignment
with UN-SDG 3 Good Health and Wellbeing, which aims to ensure healthy lives
and promote well-being all at all ages.
Since the onset of COVID-19, the company
has made a positive impact globally,
responding to the pandemic by shifting
production towards ventilators and
respirators. CEO Mick Farrell commented on
this response and how the company pivoted
to help meet the increasing demand for these
ventilators and respirators amid the crisis:
“As a global leader in respiratory medicine,
ResMed stands with the world in the face of
the latest coronavirus disease, COVID-19,
and is ready to help mitigate its effects,
helping people breathe while their immune
system fights this virus.

1

resmed.com.au/covid19#ceo

2

un.org/sustainabledevelopment/health/

“More than 7,500 ResMedians are working
in over 140 countries for this purpose.
We are working with governments, health
authorities, hospitals, physicians, and
patients worldwide to assess their needs
and deliver the ventilation therapy essential
to treat the respiratory complications of
COVID-19. Our primary focus is to maximise
the availability of ResMed ventilators and
other respiratory support devices for the
patients that need them most.” ¹

7,500

ResMedians working
in over 140 countries
to help combat
COVID-19

The company is also a leader in digital
health, with cloud-connected devices
enabling increased remote monitoring,
which should improve treatment access
and outcomes.
ResMed has also performed strongly for
investors, with the company share price up
~30% over the June 2021 quarter.
The United Nations has identified COVID-19
as “spreading human suffering, destabilising
the global economy and upending the lives
of billions of people around the globe”.2
ResMed epitomises the type of companies
U Ethical looks for when constructing
our portfolios. We’re proud to invest in a
company working hard to support those
suffering from the virus and look forward
to seeing further sustainable development
from ResMed.

SDGs:
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Case study:
Lendlease
Lendlease’s core expertise is shaping
cities and creating strong and connected
communities. The group has a strong focus
on community-level developments and urban
regeneration projects and is committed
to adhering to community and buildinglevel green certifications. Lendlease is also
strongly aligned with the UN Sustainable
Development Goals, particularly goals
11 Sustainable Cities and Communities,
and 13 Climate Action.
A leader in property carbon emissions
management, in 2014 it committed to
reducing its energy, water and waste usage
by 20% by 2020. The group now targets to
be net-zero in carbon emissions by 2025
with absolute zero carbon emissions by
2040. In FY19, 100% of its development
pipeline achieved or targeted green ratings.
“We focus our efforts on three imperatives
where the impact of our work is the greatest:
Sustainable economic growth, vibrant
and resilient communities and cities, and
a healthy planet and people,” says Justin
McCarthy, head of investor relations.
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An example of its leadership in carbon
emissions management is through the
project The International House Sydney,
made of cross-laminated timber, which
has a 40% smaller carbon footprint when
compared to traditional construction
materials.
Another example is Barangaroo South:
Australia’s first completely carbon neutral
precinct. Barangaroo South is already an
integral part of Sydney’s dynamic economic,
cultural and social fabric. With its public
spaces and unique architecture, designed
with sustainability and well-being front and
centre, the precinct is creating a mecca for
visitors, residents and workers as one of
the world’s most desirable and sustainable
places to invest, live, work and enjoy.
Lendlease continues to be an attractive
opportunity for U Ethical as, in addition to
its strong SDG alignment, its pipeline of
new projects should support earnings
growth. It is also in the process of divesting
non-core operations that have been a drag
on recent performance.

100%

of development
pipeline achieved
or targeted green
ratings

SDGs:

Stewardship

U Ethical carries out its stewardship
responsibilities in a three-fold manner:
Via considered proxy voting, industry
collaboration and active engagement with
companies. We acknowledge that ethical
decisions are often complex and require
careful consideration of both positive and
negative factors. The nature of corporate
impacts and dependencies on both society
and the environment require detailed
analysis, evaluation and monitoring.

80

meetings for
domestic and
international
holdings

Sometimes our research uncovers
companies held in our portfolios that
have subsequently become involved in
unacceptable activities or practices.
Our preference is first to initiate a process
of direct engagement to advocate for
remediation and/or change consistent
with community expectations, the
expectations of a broader set of
stakeholders, and our values.
When engagement doesn’t deliver a
satisfactory demonstration of outcomes
over a minimum of one year, we will
consider co-filing a resolution with peer
investors or industry partners and ultimately
consider excluding the company from our
investable universe.

Proxy voting
We aim to write to domestic and
international companies soon after
investing to inform them of our values,
ethical investment policy, and voting policy
and guidelines. Actively exercising our
proxy vote is an integral part of U Ethical’s
stewardship aimed at signalling the intent
of responsible investing. During the voting
season, before a company’s annual general
meeting, U Ethical will review and then
vote on a range of proposals including the
structure and diversity of a company’s
board of directors.
Throughout the 2021 financial year, our
votes were cast at 80 meetings for both
domestic and international holdings.
Across 729 items, we voted against
management on 112 items (15%), including
issues such as remuneration and board
of director elections.
We also voted for several shareholder
resolutions on topics such as the adoption
of fossil fuel reduction targets, pay disparity
and animal welfare.

Figure 12: Voting summary

Throughout the year, we engaged with
various companies on issues such as labour
management, gender balance, sustainability
and climate change action.

Voting
summary

617 Number of votes with management
112 Number of votes against management
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Case study:
Engagement in action
Over the 2021 financial year, U Ethical
focused our engagement efforts on many
areas, with the ultimate aim of ensuring our
portfolio companies make genuine progress
toward greater transparency, accountability
and public commitments.
G8 Education
Throughout FY21, U Ethical held virtual
meetings with G8 Education with an initial
focus on labour management and its
ESG prospects. Positively, the company
has strong gender diversity, with female
representation at 42% at the board level
and 50% across the executive leadership
team. A highlight for the year was their
completion of a sustainability materiality
assessment resulting in defined focus
areas and set targets. Notably, the company
executed a sustainability linked loan across
its entire childcare centres portfolio to
improve the quality of the centres and team
member safety. Out of our discussions and
interactions with G8, we were pleased with
progress on:
— strengthening G8’s talent retention
and staff engagement initiatives

ANZ has significantly grown its capabilities
in sustainable finance, with commitments
to curb further lending to companies
mining fossil fuels and explore how ESG is
reflected in performance and remuneration
policies. Both the CEO and chairman
encourage a public position of “holding the
bank to account”, in line with the evolving
expectations of its stakeholders. Throughout
the year, ANZ made significant progress in
cutting exposure to fossil fuels, with total
loans to the oil and gas extraction industry
reducing by 18% (as of March 2021). Since
the Paris Agreement was signed in 2015 ,
limiting global warming to 1.5°C compared
with pre-industrial levels, their thermal coal
lending is also down by 70%.
Telstra
U Ethical met (virtually) throughout the year
and corresponded with different tiers of
Telstra’s executive teams to progress our
priorities. In a welcome development, during
FY21 Telstra conducted a climate scenario
analysis in line with the Taskforce on Climaterelated Financial Disclosures. The company
has also committed to:

— executive compensation being linked
to ESG targets

— 50% reduction in absolute
emissions by 2030

— the company’s effective COVID-19
response to support staff, families and
education needs.

— 100% renewables energy
procurement by 2025

ANZ
Among the banks in our portfolios, we
were pleased with the response by Australia
& New Zealand Banking Group (ANZ) to
our engagement efforts. In June 2021,
following several prior discussions with the
company, U Ethical was invited to be one
of four stakeholders participating in a focus
group discussion. This focus group aimed at
“eliciting perspectives on ESG issues, ANZ’s
relative performance on these issues, and
the level of stakeholder engagement with
the bank”.
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— 100% of Telstra branded packaging
will be made of renewable or recycled
material that is fully recyclable by 2022.
Telstra has also demonstrated numerous
efforts to align its initiatives with the UNSustainable Development Goals with a
renewed focus on its core purpose. This
is achieved by increasing investments in
regional connectivity, digital capability
programs, and access and affordability
measures. We believe that Telstra’s approach
to corporate governance distinguishes them
through the superior disclosure of specific
and quantified performance targets.

70%

reduction in ANZ’s
thermal coal lending
(since 2015)

Case study:
Investors’ role in abolishing nuclear weapons
— Quit Nukes
The destructive force associated with the
use of nuclear weapons is unmatched
by any other form of ordinance with both
immediate and long-term consequences.
Indeed, the proliferation of these apocalyptic
weapons and the mere threat of their use
can destabilise international relations and
the future outlook for peace and stability.
To help mobilise the finance industry in
bringing about a world untroubled by the
threat of nuclear war, in 2021 U Ethical
joined the Quit Nukes honour roll.
Quit Nukes is an initiative of the Medical
Association for Prevention of War (MAPW),
in collaboration with the International
Campaign to Abolish Nuclear Weapons
(ICAN), that has fast gained traction since its
creation in 2017.
What is the Quit Nukes honour roll?
The Treaty on the Prohibition of Nuclear
Weapons (TPNW), the first global arms
control instrument aimed at prohibiting
nuclear weapons entirely, came into force
on 22 January 2021. The treaty explicitly
makes nuclear weapons illegal under
international law. It prohibits countries who
have signed and ratified it from providing
any assistance whatsoever (such as
financing) to nuclear weapons producers.
Nearly 90 countries have signed the treaty,
and over 50 have ratified it as of today,
but sadly Australia is not one of them.
This is where Quit Nukes steps in. The
Quit Nukes honour roll profiles Australian
financial institutions that have adopted and
implemented policies to prevent financial
involvement with companies that produce
nuclear weapons. These institutions can
use their profile and investable resources to
support progress towards abolishing nuclear
weapons and making a safer world for all.

A pioneer in nuclear weapons exclusion
Long cognisant of the risks of both military
and civilian use of nuclear technology, a
desire to avoid involvement with uranium
mining provided the impetus for creating our
first funds in the late 1970s. Since 1985,
U Ethical has resolutely excluded companies
involved in producing nuclear weapons from
its investable universe. A pioneer in nuclear
weapons exclusion, U Ethical also does
not invest in any retailer or listed defence
company supporting the production or
sale of any weapons.
Involvement in the defence and weapons
industry misaligns with our ethical
framework commitments: Not investing
in companies or securities that “cause or
perpetuate injustice and suffering” and “do
not comply with the United Nations Global
Compact Principles”.
According to U Ethical head of ethics
and impact Désirée Lucchese, investors
must help bridge the critical gap between
what the UN’s Treaty aspires to achieve
and the risks of prohibited assistance.
“While the financial sector cannot sign or
ratify the treaty, it can take action through
divestment. The Quit Nukes campaign not
only encourages institutional divestment
from nuclear weapons, it aims to combat
the corporate risks involved in enabling the
world’s worst weapons.“
U Ethical looks forward to working with
like-minded Australian fund managers in
encouraging the finance industry to divest
completely from companies that produce
or support the production or deployment
of nuclear weapons.
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Our climate position

At U Ethical, we believe that climate change
is the most defining and complex systemic
risk of our time. Climate change is an
intergenerational and cross-border issue,
a collective action problem that will require
extensive collaboration within industry and
between countries.

This adds to our existing climate risk
management data and carbon footprint
reporting that involves using industryleading external third party ESG data tools
and is based on our products’ current and
historical carbon footprint compared to the
benchmarks.

We have reached the point where an
emergency response is required.

In 2021, we also took additional steps to
bolster our accountability on climate action
by signing up to The Investor Group on
Climate Change’s Climate League 2030.
We are committed to engaging with, as
a minimum, the top 10 companies that
contribute the most to our portfolio carbon
footprint. We seek adequate and robust
disclosures from the companies in which we
invest, or look to invest in, through evidence
of science-based climate scenarios and
related decarbonisation initiatives.

Since 2014, U Ethical has reduced
our exposure to high emitting sectors,
completing a full divestment from fossil
fuel companies in 2019.
U Ethical favours investments in companies
with responsible operations and companies
that align with (or have ambitious plans to
align with) a just and low carbon climate
transition. U Ethical also supports industry
and country-level commitments to net-zero
targets in line with the Paris Agreement
and the Intergovernmental Panel on
Climate Change’s global warming transition
pathways.
Recognising that climate change represents
a financial risk to the global economy, in
2021 U Ethical released our first Climate
Risk Report, in alignment with the Task
Force on Climate-Related Disclosures.
This report includes a preliminary mapping
of our climate scenario analysis, which
indicates the preparedness of our portfolio
holdings to transition to a lower-carbon
economy and manage unexpected, and
increasingly more frequent and costly,
physical climate risks.

2021

— signed up
to the Climate
League 2030

Our focus moving forward is to continue the
development of our portfolio-level climate
scenario analytics and engagement with
the holdings in our portfolios, investing in a
climate-safe future.

The law in Australia requires
companies to take account of,
and appropriately disclose, all
relevant risks. That includes the
risks from climate.
Guy Debelle
Deputy Governor, Reserve Bank of Australia
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Climate action and investing:
Connecting data with real outcomes

Robust and transparent disclosures
are critical for investors wanting to
mitigate downside risks and enable
a forward outlook.
According to U Ethical’s head of ethics and
impact, Désirée Lucchese, these disclosures
need to be relevant, comparable and
verifiable, not misleading.

Carbon data
is still sparse
and nonstandardised

“Carbon and climate risk data are not
perfect and are fast evolving, but we cannot
let perfection be the enemy of the good.
The key message here is that robust
estimation tools are available, and I would
be hesitant about fund managers who claim
they can do this analysis internally.”
One such area of measurement for ethical
and ESG funds relates to carbon emissions.
This is used to determine what is called
a ‘carbon footprint’.1 This examines the
pollution from sources owned or controlled
by a company (typically direct combustion
of fuel) and those caused by the generation
of electricity (purchased by a company).
Despite improvements in corporate
reporting, carbon data is still sparse
and non-standardised.

1

Estimation is therefore critical in ensuring
that carbon data suitably reflect energy
loads, industrial processes or companyspecific processes and their ensuing total
emissions and energy intensities. We
have seen some significant variation of
assumptions when carrying out provider
due diligence.

What exactly do we measure?
Climate change metrics
After completing the primary stage of our
ethical screening process, we examine a
company’s carbon footprint. This helps us
see how the company has been trending
over the last decade, its management
awareness, capabilities and overall
commitments to lower emissions.
We measure Scope 1 emissions (those
from sources owned or controlled by the
company, typically direct combustion
of fuel as in a furnace or vehicle) and
Scope 2 emissions (those caused by the
generation of the electricity purchased by
the company).

Total carbon emissions emitted by an organisation, business, product, event or individual.
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Figure 13: Overview of scopes and emissions across the value chain
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Some key questions for companies as part
of these analyses are:
— Has the company been reporting a
reduction of their operational emissions
under their operational control and
supply chain?
— What is the entity’s ability to manage
a low carbon transition?
— Has the company released a Task
Force on Climate-Related Financial
Disclosures (TCFD) report, which
aims to improve risk management and
reporting on climate-related financial
risks? Alternatively, does the company
have a science-based decarbonisation
roadmap?
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PFCs

Downstream

— Most importantly, if it does, has the
company set short- and medium-term
targets to track performance and
transparently report on it?
Once we have answered these questions
and looked at the climate metrics mentioned
earlier, our investment team determines
whether a company is suitable to invest
in. We continuously monitor these
considerations even after a company
is included in our portfolio.

Looking forward — investing
in a climate-safe future
Carbon footprinting alone is insufficient
to align investment with a climate-safe
world, and reporting is not a proxy for
progress. Carbon footprints are a point-intime measure, and alongside the trend in
historical emissions, it helps us determine
the status of a company’s understanding
and management of operational risk.
However, it only tells us a fraction of what
to expect from management and how a
company is hedged against future risks.
How do we manage this?
Evaluating the climate scenario
of our portfolio
In other words, how prepared our holdings
are to transition into a lower carbon
economy or manage future risks. Through
our Climate Risk Report published in 2021,
mapping of our listed equities’ exposures
revealed that greater risks are concentrated
in a few sectors: Materials, transportation,
telecommunication services, healthcare
and equipment. This gave our investment
team an indication of priority areas for
ongoing analysis and discussion with
portfolio companies.

Does U Ethical connect data
with impact? Let our funds
do the talking.
The outcome of the work mentioned
above means that we can transparently
and accurately provide investors with the
carbon footprints of our funds. Since fully
divesting from fossil fuels in late 2019, we
have been tracking at about 73% lower
carbon emissions than the benchmark2 for
our International Equities Trust – Wholesale
and about 58% lower emissions than the
benchmark3 for our Australian Equities Trust
– Wholesale, as at 30 June 2021.

73%

In the future, we are focussing our
efforts on climate scenario mapping and
continuous engagement with the holdings
in our portfolios to encourage progress.

58%

Figure 14: International Equities Trust
– Wholesale (IET–W) carbon footprint4

lower carbon
emissions than
benchmark
(International
Equities Trust
–Wholesale)

lower carbon
emissions than
benchmark
(Australian
Equities Trust
– Wholesale)

68.4 MSCI World
(ex. Australia)
18.8 IET–W

Active engagement with existing holdings
By signing up to The Investor Group on
Climate Change’s Climate League 2030,
we committed to engaging with the top
10 companies that represent the largest
emissions contributors in our portfolio.
We seek accountability from the companies
in which we invest, or look to invest
in, through evidence of robust climate
scenarios, science-based disclosures and
related decarbonisation initiatives.
Whilst we are pleased with our current
reporting on the carbon footprint of our
funds, we believe our greatest impact will
come with climate scenario commitments.
They focus on the long-term trajectories to
keep the world within climate-safe limits.

Figure 15: Australian Equities Trust –
Wholesale (AET-W) carbon footprint5

141.4 ASX300
60 AET

2

Benchmark is: ASX300.

3

Benchmark is: MSCI World Ex AU.

4

81.5% of the U Ethical International Equities Trust holdings reported carbon data, remaining estimated by MSCI. 86.7% of MSCI World ex AU holdings reported carbon

5

90.1% of U Ethical Australian Equities Trust – Wholesale holdings reported carbon data, remaining estimated by MSCI. 75.0% ASX300 holdings reported carbon data,

data, remaining estimated by MSCI.
remaining reported by MSCI. Certain information ©2021 MSCI ESG Research LLC. Reproduced by permission.
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Our community contribution

U Ethical’s annual community contribution,
financed from our operating surplus, takes
advantage of the deep and wide reach
of the Uniting Church, funding part of its
community program budget in Victoria and
Tasmania. As a consequence of the impact
of the pandemic on U Ethical’s business, the
contribution this financial year of $1.2m was
lower than in prior years. The community
contribution was channelled into programs
across social justice advocacy, intercultural
and disability inclusion, prison chaplaincy
and education. These programs are another
way we seek to align our activities with the
UN SDGs. The community contribution
exhibits strong alignment to goals 1 No
Poverty, 3 Good Health and Well-being,
4 Quality Education, 10 Reduced
Inequalities, 13 Climate Action and
16 Peace, Justice and Strong Institutions.

3

2

1
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Figure 16: Annual community
contribution over 10 years2

$ million

$64m

1

U Ethical is an autonomous social enterprise
of the Uniting Church and is governed by
an independent board. Our clients include
a cross-section of investors who see ethical
investing as a means of aligning their
capital with their values. Although investors
hold diverse viewpoints, they are unified
through a strong commitment to social
and environmental justice. This reflects
U Ethical’s vision of improving our world
through the power of purposeful investing.
The Uniting Church’s engagement with
the broader community, including through
its community services agencies, is deep
and wide. With a particular commitment to
vulnerable individuals and communities, it
helps thousands of Australians every day.

Figure 17: Community contribution FY2021

Community
contribution
$1.2m

48% Social justice advocacy
 17% Education
14% Intercultural
11% Disability inclusion
10% Prison chaplaincy

1

As at 30 June 2021.

2

In 2018, our financial year end changed from 31 December to 30 June. Therefore, the figure for 2018 covers a six-month transition period.
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Section 3.
The people
behind our
impact
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Board of directors

Investors trust us to manage their
money. In return, we aspire to the
highest levels of good governance.

2

board member
changes in
FY2021

40%

minimum
gender target

The board of directors sets a high standard
for the governance of U Ethical. The structure,
composition and diversity of the board are
essential to its effectiveness. Except for the
chief executive officer, all board members are
independent non-executive directors who
may not serve for a period greater than 10
consecutive years. The board has the ultimate
oversight of our sustainability practices and
ethical investment policy. It includes three
committees:
— Audit, risk and compliance
— Investment
— People and nominations.

A charter governs the board and each
of the committees. The board and each
committee undertake an annual review
to enable directors to reflect on their
performance. Directors who are to be
re-elected are peer-reviewed every
three years. All directors, except recent
appointments, have been reviewed in the
last three years. Deborah Ralston and Jane
Bell left the board in FY2021, leaving eight
members in total, while David Cousins
stepped down as chair in December 2020,
replaced by Lindsay Mann. David retired
from the board after the end of the 2021
financial year.
Board member movements resulted in
the board dropping slightly below gender
diversity targets of a minimum of 40% for
either gender. With David’s retirement,
the board returned to the targeted gender
diversity range.
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David Cousins AM1
Non-executive director February 2016, PhD, MEc, DipEd, Fellow IPAA, GAICD
Chair September 2017 to December 2020
Committees Investment; People and nominations

David is an economist with specialisations in competition, consumer
and prices policy, and regulation. He has amassed over 35 years’
experience in high-level roles in the public sector, complemented
by significant experience consulting to the private sector.

David Watson
Non-executive director February 2016, BCom, FCA, GAICD
Committees Audit, risk and compliance (Chair)

David has significant experience advising c-suites, boards of directors
and due diligence committees on compliance, risk management,
governance, complex accounting issues and financial reporting.
In 2013, after 33 years of service, he retired from Deloitte Touche
Tohmatsu LLC where he was an audit partner.

Fiona Pearse
Non-executive director October 2017, BEc, MBA, FCPA, FAICD
Committees Audit, risk and compliance; People and nominations (Chair)

Fiona has extensive commercial, financial and tax expertise gained
from a broad career spanning almost two decades at leading ASX-listed,
global companies BHP and BlueScope Steel. She is a non-executive
director of ASX-listed Smart Parking (a leading developer of Smart
Cities technology), Scotch College and World Vision Australia and is an
independent member of the Victorian Parliament Audit Committee.

Kerrie Williams
Non-executive director June 2019, BSc, MBA, FFin, GAICD
Committees Audit, risk and compliance; Investment; People and nominations

Kerrie is an experienced executive with over 30 years in the financial
services and retail sectors, focused on business strategy and operational
leadership. She has been a professional adviser to institutional investors
on investments, risk and governance, and has extensive knowledge of
the superannuation and fund management sectors.

1

David Cousins left the board in August 2021.
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Lindsay Mann
Non-executive director September 2014, BA, FIAA, GAICD
Chair December 2020
Committees Investment (Chair)

Lindsay is a Fellow of the Actuaries Institute and has over
45 years’ financial services experience. He has held a number
of senior executive positions in funds management, wealth
management and life insurance across Asia, Australia
and New Zealand.

Mathew Browning
Executive director and chief executive officer February 2018,
BSc, MRICS, FFin, GAICD

Mathew is the former general manager of The Myer Family
Company (MFCo). He has over 30 years’ executive experience in
financial, property and professional services across Australia, Asia
and the UK. At MFCo, his prior roles included head of investment
and chief operating officer.

Terry McCredden
Non-executive director December 2013, BCom (Hons)
Committees Investment (Chair)

Terry brings 30 years’ experience in the Australian superannuation
industry, alongside a deep understanding of the issues facing the
sector. He is a former CEO of UniSuper and Telstra Super and is
chairman of Infradebt, an infrastructure debt manager and is an
independent director on the MLC Super board.

Zarmeen Pavri
Non-executive director February 2019, BCom, ACA
Committees Audit, risk and compliance; Investment

Zarmeen brings over 25 years’ experience in the funds
management, impact investing and international development
sectors. She is a partner at SDGx — a technology venture capital
and advisory group, focused on solutions that address the
UN Sustainable Development Goals.
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Management team

Angela Gamble
Director – risk and compliance, MCom, MBA, DipFinMkts

“I am excited and pleased to work for a niche Australian based
and run investment manager which has a strong commitment to
ethics-driven performance. As a Certified B Corporation — meeting
the highest standards of social and environmental performance,
transparency and accountability, U Ethical aligns with my values.
I am very proud to be associated with and involved in furthering
the organisation’s mission.”

Dinesh Fernando
Investment operations manager, MCom, CPA

“Not only is it empowering investors to engage in the market
according to their values, ethical investors are changing how
investment managers think and how entire governments act
for the better.”

David Brennan
Director – distribution, BBusLaw, SnrExec MBA (Melb), DipIntlMgt,
ExecEd (Harv), F Fin, GAICD

“I am proud to work for a social enterprise which was a pioneer of
ethical investing in Australia and has grown steadily to become one
of the largest ethical investment managers in Australia.”

David Hennessy
Client service manager, BBS (Hons) Economics & Finance

“I was drawn to U Ethical as it is a pioneer in ethical investing in
Australia and offered me the opportunity to make a positive impact
in the investment industry. I look forward to developing our service
offering to existing and future clients and continuing to demonstrate
that ethical investing does not require sacrificing product choice,
investment returns or service.”
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Désirée Lucchese
Head of ethics and impact, BSc, MSc

“I believe that sustainable finance and sustainable infrastructure
are key to scaling sustainable impact and that the time is ripe for
business, investors and the public sector to collaboratively shift
to a more sustainable, inclusive and regenerative economy. I look
forward to advancing active stewardship that creates shared value
through tangible social and environmental outcomes.”

James Cook
Chief investment officer, BEc

“I am proud and excited to work within U Ethical which acts as an
active voice in the sector for ethical investment practices while
supporting community, social justice and environmental projects.”

James Davidson
Director – operations, Bch Teaching, Dip Financial Services

“Conscious of the size and potential influence the investment
industry can have across the spectrum of ethical, social and
environmental elements of wellbeing, I see it as mandatory
that we do our best to ensure our organisational and personal
impacts are strong.”

Jon Fernie
Head of equities, BCom, CFA, MBA

“Ethical investing helps make the world a better place for future
generations, which is important to me. We avoid companies that are
harmful to society and the environment, as well as targeting those
that have a positive impact.”
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Leeanne Lukaitis
Director – finance/company secretary, ASA, BBus

“I am proud to be part of a business that has a positive impact
for investors and our community.”

Rachel O’Connor1
Portfolio manager – fixed income, CFA, BBus (Acc), BEc, GradDip App Fin
& Inv (Treasury)

“U Ethical is an investment firm where ethical investing is core
to its mission. The team look forward to building on the great work
that has already been done to deliver sustainable investing to the
broader market.”

Sumita Theagesan2
Relationship manager, BCom, BA, DipFinMkts

“U Ethical has a long history of pioneering investment stewardship
in Australia, as manager of Australia’s first ethical funds. I am privileged
to help grow our impact as it aligns strongly with my values.”

Tim Ratcliff
Marketing manager, BA, BCom

“The biggest surprise for me when joining U Ethical was the fact that
there doesn’t have to be a trade-off between investing ethically and
generating financial returns. But the more you think about it, the more
it makes sense.”

1

Rachel O’Connor left U Ethical in August 2021.

2

Sumita Theagesan left U Ethical in September 2021.
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Our people

Our employee value proposition
An engaged and happy team is critical for
the success of our business. The move to
remote working for significant portions
of the 2021 financial year created some
challenges in keeping our team engaged
and required flexibility from both the
organisation and team members.
Throughout the changes to working
environments in 2021, we wanted to ensure
the employee value proposition (EVP) that
we had developed in 2019 maintained its
relevance. Our EVP highlights to existing
team members and potential hires what
makes us distinctive and aligns with our
core values: Authenticity, progress, impact.
The EVP is centred on four areas:
— Job experience: We are a highly
professional social enterprise working
to support those who need it most.
— Benefits: We help our people to flourish
through innovative benefits.
— Recognition: We seek feedback
from our clients and each other
to fulfil our purpose.
— Remuneration: We reward our people
appropriately for the market in which
we operate.
To make the EVP a reality in 2021, we
implemented a virtual onboarding process
for new hires, providing a formal structure
and helping team members get up to speed
virtually over their first weeks. Throughout
lockdown periods, we maintained
interaction amongst the team with virtual
business-focused and social sessions.
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As we navigate the ongoing challenges
of new ways of working, we will continue
to review our policies relating to our EVP,
ensuring they remain fit for purpose,
improve our team member experience and
help us become an employer of choice.

Education, training
and development
We actively encourage all team members
to improve their professional knowledge
and expertise through our professional
development policy. As a responsible
entity and Australian Financial Service
Licence holder, U Ethical requires relevant
team members to demonstrate the
competencies required to provide
general financial product advice and to
ensure our products are operated in a
compliant manner.
With some movement in the team
throughout the year, a total of 12 team
members were qualified under Regulatory
Guide 146, ensuring ongoing professional
management of products and clients.
Our team also completed training in areas
ranging from climate-related investment
strategies to indigenous empowerment,
green loans and high-performance
leadership. We support our team in
obtaining and maintaining professional
memberships with industry bodies and
in pursuing relevant professional
development opportunities.

Figure 18: Vibe score

The engagement level of our
team is an essential part of
evaluating the success of our
Employee Value Proposition.

–100

+100
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Employee engagement survey
The engagement level of our team is an
essential part of evaluating the success
of our EVP. It allows us to understand
how we are progressing as an organisation
and what we can do better. In 2021,
we continued utilising the online platform
Heelix as an ‘always on’ method of
measuring team engagement. Heelix
aims to drive performance by understanding
team member motivations and frustrations
through a simple, 30-second weekly
check-in. A ‘vibe’ score, measured weekly,
replaces the traditional engagement score
measured at a single point in the year.

With the first full year of data, we saw
improvements in overall engagement
and participation over last year, with
80% of employees submitting a vibe
score over the period. The average vibe
score recorded for the year rose to 33
despite ongoing fluctuations in the work
environment, bringing increased workloads
and uncertainty. The management team
regularly conducts a deeper analysis of vibe
factors to identify areas where improvement
is needed. Unsurprisingly, ‘being connected’
and ‘excitement and energy’ are two key
Heelix vibe factors we’ll work to improve
over the coming year.

Table 3: Training

External training2
Internal training
Total training hours

1

Includes calendar year 2018.

2

Excludes formal study programs.

Female

2016

Male

Female

2017

Male

Female

20191

Male

Female

2020

Male

Female

Male

2021

155

114

62

33

517

305

355

167

244

154

36

28

94

91

27

23

23

21

270

119

191

142

156

124

544

328

378

188

514

273

45

9

nationalities
represented

Diversity

Workplace

We believe diversity and inclusion
are at the core of creating a better
business and better decision-making.
We champion diversity on a number
of dimensions, including gender,
age and ethnicity. Our diversity and
inclusion policy sets out targets for
gender representation. Despite several
personnel changes in 2021, gender
representation targets across the
management team were maintained.
We also actively seek a diverse range
of backgrounds, with nine nationalities
represented amongst our team.

The board supports working towards
gender equality at both management
and non-management levels, noting that
this may create practical difficulties given
the scale of the organisation. Achieving
and maintaining this representation is the
responsibility of the CEO, with oversight by
the team and nominations committee.

Figure 19: Gender representation targets

Gender diversity
Board of directors

Board &
workplace

If retirements and resignations cause
membership to fall below 30% for male
or female membership, the board will
rectify the situation within 12 months.
The board has a delegated responsibility
to the people and nominations
committee to lead this response.

40% Male membership
40% Female membership
20% Either gender

Table 4: Gender balance

Total staff

%

Female

%

Male

%

Female

Male

Female

Male

Female

%

%

7 58

5 42

6 50

6 50

6 75

2 25

5 71

2 29

Non-management

3 25

9 75

5 45

6 55

5 45

6 55

6 46

7 54

7 50

7 50

27

23

23

21

21

Management

9 60

6 40

7 58

5 42

6 50

6 50

6 75

2 25

5 71

2 29

Non-management

3 38

5 62

5 45

6 55

4 44

5 56

5 45

6 55

4 44

5 56

23

23

Management

–

–

–

–

–

–

–

Non-management

–

–

4 100

1

–

1 100

4

Financial year ended 31 December.
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%

20171

6 40

Total

1

%

2018

9 60

Total

Total staff:
Part time

%

2019

Management

Total

Total staff:
Full time

%

2020

Male

%

Female

Male

2021
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–

1

21
–

–

1 50

–

–

1 50
2

19
–

–

1 50

–

–

1 50
2

16
–

–

3 60

–

–

2 40
5

Table 5: Salary information by gender

Salary range

Male

Female

Male

Female

Male

Female

20171

Female

2018

Male

2019

Female

2020

Male

2021

$0–$50,0002

4

4

4

6

4

4

4

4

5

4

$50,001–$100,000

1

4

1

3

3

3

2

4

4

5

$100,001–$150,000

5

6

6

4

3

7

4

3

3

4

$150,001–$200,000

2

5

1

3

2

2

3

2

3

0

$200,001–$250,000

2

–

2

–

1

–

1

–

–

–

$250,001–$300,000

1

–

1

–

1

–

1

–

–

–

$300,001–$350,000+

1

–

1

–

1

–

1

–

1

–

16

19

16

16

15

16

16

13

16

13

Total

3

Employee turnover

10

new staff
members
in FY2021

Our team is integral to delivering on our
strategy, and we continue to seek out
high-performing individuals with the
experience to deliver on our goals. FY2021
was another year of change, exacerbated
by COVID-19 restrictions, with the departure
of 10 employees and the welcoming of
10 permanent team members.
Abigail Bloom
Ethics and impact associate

Erica Lim
Risk and compliance analyst

Alex Giana
Executive assistant

Lucas Bissikalo
Client service associate

Angela Gamble
Director – risk and compliance

Rachel O’Connor
Portfolio manager – fixed income

Cameron Hardie
Portfolio manager – equities

Vesna Dimopoulos
Manager – fund accounting

David Hennessy
Client service manager
Désirée Lucchese
Head of ethics and impact

1

Financial year ended 31 December.

2

This band includes non-executive directors, whose average remuneration in FY2021 was $19,857.

3

Includes members of the board of directors.
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Our clients

Table 6: Client accounts

June 2021

June 2020

599

614

Retail

3,667

3,774

Total

4,266

4,388

Wholesale

Client survey

2021
survey

We regularly consult with our
clients, as their opinions shape
our business strategy and
products. We communicate
with clients through our online
and print communications,
social media, events and ad hoc
correspondence.
Another key engagement tool
is our annual survey. This year
we utilised the Net Promoter
Score (NPS) as our key client
satisfaction measure.

To the right are some of the key
findings from the 2021 survey.
NPS is a client satisfaction
benchmark that measures how
likely clients are to recommend
your business to a friend. Unlike
other benchmarks, it measures
a client’s overall sentiment about
a brand versus their perception
of a singular interaction or
purchase.

We regularly consult with
our clients, as their opinions
shape our business strategy
and products.
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Wholesale

Retail

Figure 20: How likely is it that you would
recommend U Ethical to similar organisations?

Figure 23: How likely is it that you would
recommend U Ethical to friends and/or family?

15% Detractors
40% Passive
45% Promoters

–100

30

16% Detractors
35% Passive
49% Promoters

+100

–100

Net Promoter
Score

33

+100

Net Promoter
Score

Figure 21: Please select the top positive
industries you wish to invest in.

Figure 24: Please select the top positive
industries you wish to invest in.

Clean energy
and technology

Clean energy
and technology

Sustainable agriculture

Sustainable agriculture
Circular economy
(recycling and reuse)
Community and
education services

Healthcare
Circular economy
(recycling and reuse)
Community and
education services

Healthcare
Employment

Employment
0

25

0

50

Importance (%)

Figure 22: Please select the top negative
industries/areas you wish to avoid investing in.
Gambling

Fossil fuels
Controversial, civilian and
conventional weapons

Fossil fuels

Gambling

Adult entertainment

Animal cruelty

Uranium mining
and nuclear

Uranium mining
and nuclear

Tobacco manufacturing

Tobacco manufacturing

Animal cruelty

Adult entertainment

Alcohol production

Alcohol production
25
Importance (%)

250

Figure 25: Please select the top negative
industries/areas you wish to avoid investing in.

Controversial, civilian and
conventional weapons

0

125
Importance (%)

50

0

125

250

Importance (%)
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Client case study:
Federation University

Federation University Australia was
formed in 2014 when the former University
of Ballarat and the Gippsland Campus of
Monash University were amalgamated,
bringing together over 150 years of
academic history. Through its campuses
in Ballarat, Berwick, Brisbane, Gippsland
and the Wimmera, Federation University is
guided by the desire to transform lives and
enhance communities. This vision informs
everything the university does — including
how it invests.
Noting the strong values alignment, director
– distribution David Brennan met first with
the university’s director of finance and
deputy CFO Richard Harris. U Ethical was
selected as a suitable investment partner
for Federation University through a tender
process based on its available fixed income
investment options and robust ethical
investment policy.
David notes that the team worked closely
with Federation University from proposal
to implementation to map their investment
requirements, including time horizon, risk
appetite and short-term investment impact
objectives. Members of the investment
team were also on hand to provide
specialist insight.
“At this point in time, the university as a
consolidated entity was five years young
and looking to generate income and
preserve capital while maintaining a high
level of liquidity. The Enhanced Income
Trust — Wholesale was the ideal fit to begin
with, and the potential opportunity to move
into equities further down the track,” David
commented.
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Since joining U Ethical, Federation
University has been pleased with the
returns generated and the superior level
of service provided.
Richard notes that while it is positive that
the university has been able to meet its fixed
income financial imperatives, the real standout has been the level of service provided by
U Ethical — especially apparent during the
volatile period of the last 12–18 months.

150

years of academic
history

“When COVID-19 hit, there was a lot of
uncertainty about what this would mean
for our portfolio, and thankfully U Ethical
was quick to reach out and reassure us that
we would be kept in the loop every step of
the way. I think it was at this time I realised
just how beneficial it is to invest with a
boutique — you feel valued as a client and
in a real partnership rather than being just
another account.

Students in 2021 want to see a
positive impact not only from the
companies they buy from or where
they work but their place of study
— even more apparent in the face
of the escalating climate crisis.

“We’ve formed meaningful relationships
with the U Ethical team, and they make the
time to provide us with relevant information
over and above servicing our account.

“I’m pleased that we can share a message
that we’re investing in their futures,
vocationally and environmentally,”
Richard said.

“From an ethical investment stance, it’s a
great story to share with students that we
walk the talk of our values. Students in 2021
want to see a positive impact not only from
the companies they buy from or where
they work but their place of study — even
more apparent in the face of the escalating
climate crisis.

U Ethical looks forward to continuing
to add value to our relationship with
Federation University.
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Client event:
Retail investor briefing
On 12 November 2020, our annual investor
briefing became the stage for our first
virtual event: The impact of COVID-19 on
the investment landscape. Despite the
change to a new format, we had a great
response from our retail clients, with
attendee numbers beating expectations.
Chief executive officer Mathew Browning
set the tone with a brief introduction
before a keynote presentation from chief
investment officer James Cook. James
discussed the tumultuous year for investors
that was 2020 and looked ahead to what
was likely in store for 2021 and beyond.
Head of equities Jon Fernie examined
the variable impact of the pandemic on
companies in different sectors, and fixed
income and cash portfolio manager
Rachel O’Connor discussed investing in
a very low-rate environment. Attendees
also heard from head of ethics and impact
Désirée Lucchese about what exactly
‘investing with purpose’ means and how
we create impact through active corporate
engagement. The event ended with a panel
Q&A session.

Following the event, our attendee survey
found that clients enjoyed the convenience
and ease of the virtual event format. While
we hope to see an in-person return to our
investor briefing sessions soon, online
access to all our events is something we’ll
look to continue.

Figure 26: How would you rate
the event overall?

attendees over
two virtual
events
Attendee
responses

12% Excellent
64% Very good
6% Good
12% Fair
6% Poor

Client event:
Wholesale virtual roundtable
Just before the end of the 2021 financial
year, we welcomed wholesale clients to
a virtual roundtable. Acknowledging the
scale of change in the investing landscape
and the process and product changes
implemented by U Ethical, clients heard from
chief executive officer Mathew Browning and
director – operations James Davidson.
Both Mathew and James took clients through
U Ethical’s ongoing evolution and helped
explain some improvements to our operating
model. The presentation concluded with an
extended client Q&A session.
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As with our investor briefing, we were happy
to see a strong response from attendees and
satisfaction with the new format but look
forward to resuming in-person events when
safe to do so.

Financial performance

Figure 27: Operating surplus over the last 10 years
4
3.5

— the operating costs of the business

3

— the capital base necessary to meet
regulatory capital requirements and
future investment in the business.

2.5
2
1.5
1
0.5

2021

2020

2019

2018

2017

2015

2016

2014

0
2012

This financial year, total income was $9m.
After deducting expenses of $7.4m, the
operating surplus was $1.6m. Due to
the transition to lower-fee products and
continued investment in the business, the
community contribution was reduced to
$1.2m. Reserves stood at $4.3m at year end.

$ million

— our annual community contribution

2013

U Ethical is an investment manager and
a responsible entity. U Ethical receives a
management fee which funds:

Table 7: Financial performance
2021

2020

2019

20181

20172

$’000

$’000

$’000

$’000

$’000

8,969

9,696

9,370

4,463

9,119

Employee expenses

(3,759)

(3,890)

(3,415)

(1,560)

(2,638)

Operating costs

(3,633)

(2,983)

(2,950)

(1,191)

(1,773)

Total expenses

(7,392)

(6,873)

(6,365)

(2,751)

(4,411)

1,577

2,823

3,005

1,713

4,708

(1,200)

(2,325)

(3,100)

(1,701)

(3,903)

377

498

(95)

12

805

Capital reserve at beginning of period

3,892

3,394

3,489

3,477

2,672

Capital reserve at end of period

4,269

3,892

3,394

3,489

3,477

Total income
Direct expenses attributable to:

Operating surplus
Community contribution
Net surplus/(deficit)
after community contribution

1

In 2018, U Ethical’s financial year end was changed from 31 December to 30 June. Therefore, figures for 2018 cover a six-month transition period.

2

Financial year ended 31 December.
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Proud to be a B Corp
We are one of the few investment businesses
in Australia to be certified as a B Corporation.
B Corporations are businesses that meet the
highest standards of social and environmental
performance, public transparency, and legal
accountability to balance profit and purpose.

Industry representation
We participate as a socially responsible
investor through membership of industry
bodies including:
— Responsible Investment Association
Australasia (RIAA)
RIAA’s Human Rights Working Group
— United Nations Principles for
Responsible Investment (UNPRI)
— Climate Action 100+.

Organisation profile
Uniting Ethical Investors Limited
(ABN: 46 102 469 821; AFSL: 294147)
trading as U Ethical is a social enterprise
of The Uniting Church in Australia Property
Trust (Victoria) and The Uniting Church in
Australia Property Trust (Tasmania).
It is a company limited by guarantee and a
responsible entity regulated by the Australian
Securities and Investments Commission.
U Ethical is also a charity registered with
the Australian Charities and Not-for-profits
Commission.
U Ethical is based in Melbourne, Victoria
and manages the following products for
clients primarily in Australia:

Products for charitable entities
with tax exempt status
— U Ethical Growth Portfolio
Products for all other investors
— U Ethical International Equities Trust – Wholesale
— U Ethical Australian Equities Trust – Wholesale
— U Ethical Diversified Income Trust – Wholesale
— U Ethical Enhanced Income Trust – Wholesale
— U Ethical Cash Management Trust – Wholesale
— U Ethical Australian Equities Trust – Retail
— U Ethical Cash Management Trust – Retail
— U Ethical Funeral Fund.

The information provided is general information only. It does not constitute financial, tax or legal advice or an offer or solicitation to subscribe for units in
any Fund of which U Ethical is the manager, administrator, issuer, trustee or Responsible Entity.
This information has been prepared without taking account of your objectives, financial situation or needs. Before acting on the information or deciding
whether to acquire or hold a product, you should consider the appropriateness of the information based on your own objectives, financial situation or needs
or consult a professional adviser. You should also consider the relevant Product Disclosure Statement, Information Memorandum or Offer Document which
can be found at uethical.com or by calling us on 1800 996 888.
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Creating a
better world
by investing
with purpose
– today and
into the future.

Uniting Ethical Investors Limited
(ABN: 46 102 469 821; AFSL: 294147)
trading as U Ethical
Level 6, 130 Lonsdale Street
Melbourne Victoria 3000
p 1800 996 888 e info@uethical.com
Feedback
Central to our philosophy is a commitment to open
dialogue with stakeholders, which is why your feedback
is important. Please contact us with any feedback you
might have about this report.

uethical.com

