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Interviews with clients
A workshop with 

Alphinity team members

About this report 

This report has been structured around a set of material issues, identified through: Supporting documents

Until FY22, Alphinity had a single ESG policy in 

place, supported by further information in our 

FY21 ESG and Sustainability Report. 

This year, we replaced our existing ESG policy with 

a suite of new policies and disclosures, including:

ÅESG Policy

ÅStewardship Policy

ÅFact sheets: Climate Change, Modern Slavery, 

Sustainable Investing

If you have any feedback on this report please contact 

Jessica Cairns, Head of ESG and Sustainability, directly 

at jessica.cairns@alphinity.com.au

Analysis of Alphinityôs 

internal ESG materiality 

assessments

https://www.alphinity.com.au/wp-content/uploads/2022/12/Alphinity-Policy-Documents-ESG-Dec2022.pdf
https://www.alphinity.com.au/wp-content/uploads/2022/12/Alphinity-Stewardship-Policy-Dec2022.pdf
https://www.alphinity.com.au/wp-content/uploads/2022/12/Climate-Change-Statement-Dec2022.pdf
https://www.alphinity.com.au/wp-content/uploads/2022/12/Alphinity-Modern-Slavery-Factsheet-Dec2022.pdf
https://www.alphinity.com.au/wp-content/uploads/2022/12/Sustainable-Investing-Factsheet-Dec2022.pdf
mailto:jessica.cairns@alphinity.com.au


ESG integration
We integrate ESG factors into 
investment decision making 

Use an ESG materiality process to identify ESG risks 
and opportunities for holdings 

Å We introduced an internal ESG risk level as an enhancement to our established ESG materiality process. 
Å Any stock assessed at the highest risk level of óavoidô has not met Alphinityôs minimum ESG risk criteria and 

consequently is not considered for investment.

Monitor ESG risks and opportunities and any 

influence on investment decision making 

Å We have included examples of ESG integration throughout this report.
Å We implemented a review process to formally review ESG risks and engagement at least twice annually.

Stewardship and active 
engagement 
We are active managers and 
focus on using our influence to 
encourage better ESG 
outcomes and reduce risk

Establish ESG engagement objectives and engage 

with holdings on an ongoing basis to reduce ESG 

risks 

Å We held 168 ESG-focused engagement meetings during this financial year.

Å We have developed engagement objectives and tracked progress for material ESG issues across our holdings.

Vote all resolutions put to shareholders  
Å We voted on 100% of proposals put to shareholders. Further information on voting practices is in the proxy voting 

section of this report. 

Thematics
We consider, research, and 
assess key sustainability 
thematics like climate change 
and modern slavery

Identify key sustainability thematics and undertake 

research as needed to inform broader views on ESG, 

sustainability, or for specific stocks 

We undertook research for specific thematics including:

Å Workplace culture  
Å Artificial intelligence 
Å Sustainability of fertiliser 
Å EU Taxonomy and ógas as a transition fuelô

Sustainable strategies
We have two dedicated 
sustainability strategies 
structured around the UNSDGs

Use a consistent and documented approach for the 
SDG analysis for the two sustainable funds 

Å We have developed sector-level assumptions for our SDG analysis process.
Å Our SDG alignment framework and carbon metrics were assured by KPMG. KPMGôs limited assurance report is 

attached to this report.
Å We introduced a bi-annual review process of our SDG data with a member of the Sustainable Compliance 

Committee.

Report on SDG alignment for fund holdings  Å Our FY22 weighted SDG alignment has been presented in this report, with the SDG alignment included in Appendix 2.

Transparency 
We have a public ESG Policy 
and Stewardship Policy in place 
and disclose our proxy activities 
and portfolio holdings

Publish annual ESG and Sustainability Report 
Å We published our first ESG and Sustainability Report in October 2021. This is the second annual ESG and Sustainability 

Report.

Review Responsible Investment policies and develop 

additional policies as needed 

Å The Alphinity Board approved three new responsible investment policies to replace the single ESG Policy that has been 
in place since 2012. The new policies include: Responsible Investment Policy, Stewardship Policy, ESG Policy 

Å We have also published fact sheets to support clearer communication on our processes for certain issues. These 
include climate change, modern slavery, and our approach to the SDG analysis. 

Pillar Goal FY22 update

5 pillars of responsible investment



Our approach to ESG
We take a risk-based approach to ESG integration, scaling our ESG research 
efforts depending on the extent of the possible risks for each company.

The following graphic illustrates how ESG research is integrated across the 
three stages of investment. ESG efforts are typically concentrated in the pre-
investment and investment phases. However, we do see value in monitoring 
progress for specific companies within our investment universes where that 
company may move back into the pre-investment phase, or where that 
company requires monitoring for benchmarking purposes.

Alphinity ESG team Alphinity investment team

ESG is a shared responsibility 

Supporting disclosures: ESG policy

https://www.alphinity.com.au/wp-content/uploads/2022/12/Alphinity-Policy-Documents-ESG-Dec2022.pdf


Stewardship

As investors, we have the ability to influence the behaviour and 
actions of companies we own. We take this responsibility very 
seriously and are committed to use this influence to reduce 
environmental, social and governance risks over the short, 
medium and longer term in order to maximise shareholder value 
for our clients. 

The four components of our approach to stewardship 

We are disciplined in our approach and generally only actively engage when 

there is a specific issue to address. Our approach to engagement is 

concentrated on specific issues when:

Å Engagement results can inform our view on company specific ESG risks

Å A specific risk or opportunity has been identified and we believe 
engagement will support a business improvement

Å Engagement can inform thematic assessments or broader research

In FY22, we held 168 dedicated* ESG meetings with 138 companies

FY22 common engagement topics

*This does not include general investment meetings held throughout the year, for example during reporting season, where 
the primary focus is on financial performance, although material ESG matters are frequently raised in these meetings.

Supporting disclosures: Stewardship Policy

https://www.alphinity.com.au/wp-content/uploads/2022/12/Alphinity-Stewardship-Policy-Dec2022.pdf


Sustainable investing
Our sustainable funds seek to invest in companies that we assess as 
having anet positive contribution to the United Nationôs 
Sustainable Development Goals. With a growing demand for 
responsible investment products, our commitment is to offer 
sustainable funds to the market that are uniquely underpinned by 
a rigorous and transparent approach to sustainability . 

Features of our sustainable funds

An investable universe of companies that can have a net 
positive alignment to one or more of the 17 United 
Nationôs Sustainable Development Goals (SDGs)

Sustainability

Hard exclusions defined by a charter for activities that are 
incongruent with the SDGs.Exclusions

Oversight and governance by a Sustainable Compliance 
Committee, which includes two external experts, to help 
ensure compliance with the fundôs charter and approve 
the investable universe

Sustainable 
Compliance 
Committee

Active ownership including company engagement and 
proxy voting supports our analysis of sustainability and 
ESG and helps to advocate for change 

Stewardship

An established team with a disciplined and repeatable 
investment process: Finding high-quality businesses with 
strong earnings that are under appreciated by the 
market

Alphinity investment 
process

A companyôs alignment with the SDGs is assessed using an in-
house assessment methodology. 

This quantitatively aligns the positive and negative contributions the 
products or services of a company make towards achieving each of the 
SDGs, to arrive at a net score.

Example: SDG analysis of a mining company

Supporting disclosures: Sustainable Investing fact sheet

https://www.alphinity.com.au/wp-content/uploads/2022/12/Sustainable-Investing-Factsheet-Dec2022.pdf


Å Strongest alignment to SDG3 due to a high portfolio exposure to healthcare 
with the clear benefits that companies such as CSL offer to peopleôs health, with 
limited negative alignment to other SDGs. 

Å The alignment to SDG1 is representative of relatively high portfolio tilt to the 
financials sector, that includes commercial banks and insurers. 

Å The strong alignment to SDG9 and SDG11 reflects the SDG contribution of 
mining companies and other industrials that provide critical transition metals and 
materials such as lithium, copper, rare earth and iron ore that are important to 
develop our resilient cities, and support new energy systems such as renewable 
wind power.

Å The alignment to SDG8 reflects technological innovators, financials and 
industrials that support capital flows through the economy (for example 
Transurban, Qantas Airways and the Commonwealth Bank of Australia). 

Å The strong alignment with SDG8 is largely driven by technology innovators 
such as Microsoft, Google, and Nvidia. In addition, financials and insurers also 
contributed to SDG8 by offering financial services and insurance.

Å Across the global holdings there is slightly lower contribution to SDG3
compared to domestic, reflecting limited health insurance companies held 
through the year. Global pharmaceutical companies such as Eli Lilly and Merck 
provide critical medication that address cancer and other diseases.

Å In contrast to what drives the domestic SDG9 contribution, the global 
companies support more automated, electric and efficient industrial processed 
in the manufacturing space (Otis Elevators) and the semiconductor industry 
(ASML, Infineon, Onsemi). These companies also play an important role to 
electrify our cities and transport, contributing to SDG11 alongside EV 
manufacturers such as Tesla.

FY22 SDG characteristics

Alignment to the top four SDGs is the same across the domestic and global sustainable funds. The domestic fund exhibits 
stronger contribution to SDG3 while the global fund shows stronger alignment to SDG8.

Strongest 
alignment

Australian 
Sustainable 
Share Fund

Global 
Sustainable 
Equity Fund



Answering difficult sustainability questions

Consequently, we use the SDGs as a way to systematically categorise and measure the 

sustainability of a companyôs product and services, however, there can still be many 

activities where the nature and materiality of SDG alignment is more challenging to 

determine. 

Helping the ESG and investment teams work through these areas is one of the main 

functions of our Sustainable Compliance Committees. Having two external experts on the 

committees, independent of the investment team, provides us with an impartial third -party 

viewpoint when debating the sustainability credentials of a particular company, the details 

of our SDG analysis, key questions, or objectives for engagement.

Identify the key sustainability and ESG topics which need clarification

Conduct further analysis, company engagement, or research (including 
with external experts where necessary)

Prepare a summary report

Discuss and debate the relevant issues with the Sustainable Compliance 
Committee and members of the investment team when needed

Seek approval from the Sustainable Compliance Committee as per the 
usual SDG analysis process 

Case Study | Graincorp and fair pricing concerns 
for the sustainable share fund universe

Graincorp specialises in all things grain and oilseed. This 
includes storage, handling and processing.

As a result of the Sustainable Compliance Committeeôs 
concerns around Graincorp and fair pricing, we reached out 
to two organisations (Grain Growers, Grain Producers 
Australia) to seek an independent view on the matter. We 
found that there is enough competition on the East Coast of 
Australia to ensure a reasonable grain price to domestic 
farmers and that although these companies engage with 
Graincorp and other exporters on ESG matters, fair pricing of 
grain has not been identified as a concern.

Additionally, the Australian Consumer and Competition 
Commission (ACCC) has strong oversight on policy setting 
and contract structures to manage the power imbalance 
between large exporters and small farmers with an 
agricultural unit closely monitoring this relationship. From a 
market perspective, Australian grain farmers might not have 
received as much of a premium in recent years but unfair 
pricing has not caused this. Rather, frictions in freight, 
logistics and transporting grain on trains to the ports are the 
main drivers.

Making decisions about sustainability requires judgements 
which can sometimes be complex and nuanced. 

Steps to address more challenging topics 

1

2

3

4

5



Launching the Global 
Sustainable Equity Fund
In June 2021, we extended our sustainable investing capability by launching 
the Alphinity Global Sustainable Equity Fund. Given the size of the potential 
investable universe, we see this fund as a great opportunity to invest in 
companies that provide product and services which support a sustainable 
future. 

This fund utilises the same SDG assessment methodology and overall 
approach as the Australian Sustainable Share Fund, including a Sustainable 
Compliance Committee with the same two independent ESG and 
sustainability experts.

Onsemi
Driving technology breakthroughs and 
electrification that deliver on the 
promise of a sustainable future

MercadoLibre
Democratising consumption and 
financing in Latin America 

DBS Bank 
Singapore's leading consumer bank, 
financing growth since 1968 

Agilent 
Delivering insight and innovation that 
advance quality of life 

Vestas Wind
Bringing sustainable energy solutions 
to power a bright future

Waste Connections 
Circular economy solutions for 
community, with green energy 
opportunities

Schneider Electric
Digital products that support new 
energy systems

Examples of FY22 holdings

Constructing a sustainable universe



Climate change

Managing climate change in our investments

Across our portfolios we manage a number of specific climate-related threats 

and opportunities through investment decision making, valuation and 

modelling, and company engagement. These risks vary by sector and depend 

on each companyôs operating model, asset type and the expected transition 

pathway of the business and sector. Further information can be found in our 

Climate Change Statement. 

The five pillars that guide our risk evaluation

Carbon metrics across FY22 holdings

We recognise the value in understanding the scope and quality of carbon 

commitments. Although analysing the carbon footprint of our portfolio itself does 

not equate to climate risk management, it highlights the largest carbon 

contributors and areas which we should focus our research and engagement. 

* Weighted average carbon intensity: tonnes CO2e/$USm/.
** Carbon footprint: tonnes CO2e/$AUDm invested.

Carbon footprints of our funds

In FY22 we observed the emissions intensity of all portfolios except the 
Sustainable Share Fund increase. This was largely driven by the addition of 
several companies to our portfolios, all of which we have engaged with.

Supporting disclosures: Climate Change Statement

https://www.alphinity.com.au/wp-content/uploads/2022/12/Climate-Change-Statement-Dec2022.pdf


Climate -related outcomes

Steady improvement in climate approach by appointing a Chief Executive Climate Change & Sustainability, 
publishing its first Climate Change Plan and setting CAPEX commitments for hydrogen trials.

Ongoing engagement to encourage stronger disclosuresand commitments on low carbon energy solutions. We 
issued a letter to the board with clear requests to improve its carbon commitment, for example, setting a target 
for clean fuel in its business mix by 2030.

Ongoing engagement to encourage better disclosures and a clear strategy on sustainable aviation fuel (SAF). 
Published its first Climate Change Plan and firmed efforts in SAF partnerships and 10% mix by 2030. Qantas have 
a renewed focus on climate action and have developed a fulsome strategy to addressing climate risks.

Ongoing engagement with Directors and management to encourage disclosure of financed emissions and reduce 
the risk of greenwashing. Published commitment to reduce exposure to fossil fuels, and improved disclosures in 
line with peers. We issued a letter to the board with requests for additional disclosure.

Engagement seeking clarity on climate strategy and shift away from fossil fuel energy generation, with ongoing 
discussion on the transition of gas energy generation assets. Committed to real zero by 2045 in June 2022 and 
set a clear strategy to increase renewable energy in its mix.

Engagement requesting further transparency on fossil fuel lending position. Company formalised and published a 
óDo Not Lendô policy that excludes lending to fossil fuels.

Lack of fleet electrification identified as a key gap in climate strategy and raised in engagement. Company has 
now put in place a clear strategy around electric models, hybrid -electric models and low/no carbon alternative 
power solutions by 2026 across its product mix.

We recognise that our engagement with companies may not necessarily have driven the positive 
outcomes seen through the year. Regardless, we believe that we have an influential role to 
encouraging changes in all the companies we engage with, to better manage ESG risks but also 
realise potential opportunities. As support investors for the Incitec Pivot and Orica Climate Action 100+ 

working group, and shareholders of Wesfarmers, we completed analysis to 
compare each companyôs climate disclosures and targets. We found that, 
although all three produce ammonia, nitric acid and ammonium nitrate, 
they disclose and target a range of different emissions metrics.

Through the year we were pleased to see Incitec Pivot, Orica and 
Wesfarmers strengthen their climate strategies. In this case, the progress 
we have seen in all three companiesô climate strategies has demonstrated 
the value of collective initiatives such as the Climate Action 100+.

Case study | Stewardship: Climate action in chemical 

companies



Workforce

We believe that a companyôs workforce is one of its most valuable assets. A good employee value proposition should include the promise of a safe and 
inclusive work environment, flexibility, fair and equitable pay and leave arrangements, and sufficient benefits that reduce t urnover. Depending on the 
company, the specific risks and opportunities within workforce varies. We assess the most relevant issue consistent with our ESGmateriality process.

FY22 health and safety metrics*

Å Injury rates were lower than the benchmark for 
both global and domestic portfolios

Å Less than 50% of benchmark companies 
generally disclose health and safety metrics

Å 80% of global companies and 45% of domestic 
companies had an injury rate of less than 5

Å 12% of global and 26% of domestic companies 
had an injury rate of more than 10

Health and safety management

Domestic Engagement

Meeting with newly appointed CEO to discuss priority areas 
within the business including environmental management, 
culture, and health and safety.

Meeting with management to discuss workplace culture and 
safety, with a specific discussion on fatalities at the South 
African site.

End of year ESG update with General Manager for Sustainability 
that confirmed Woolworthsô health and safety reporting will be 
enhanced from FY23 to include severity rates, among other 
metrics.

Global Engagement

Small group meeting with CFO discussing the management of 
COVID-19-risks and how the business was supporting employee 
and community vaccinations. For example, Keysight set up a 
vaccination clinic for non-Keysight workers in Malaysia.

Pre-investment meeting with management to discuss material 
ESG risks and opportunities such as worker health and safety, 
management of pollution and discharges and animal welfare.

Follow-up meeting with Otis investor relations to discuss health 
and safety record and management of contractors in South East 
Asia specifically.

Case Study | Workplace culture, sexual 

harassment and bullying in the mining industry

Following the extent of sexual harassment, bullying and racism highlighted 
in Rio Tintoôs recent workplace culture report in January 2022, we initiated 
a research and engagement project to explore the related risks across the 
industry and deepen our understanding of the factors that can drive, or 
mitigate harmful behaviour within a company.

The outcomes of the workplace culture analysis will be embedded within 
our ESG assessment processes and used to inform future engagements 
and track process.

* Source: Refinitiv Workspace


