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Fund facts 
 

Portfolio managers Jeff Thomson, Mary Manning, Jonas Palmqvist, 
Trent Masters, Chris Willcocks. 

APIR code HOW1000AU 

Inception date 3 June 2021 

ASX Code XASG  

Investment objective To outperform the MSCI World Net Index 
(AUD). 

Management fee 0.75% p.a. 

Performance fee 10% of the excess return of the Fund above 
the Performance Benchmark (MSCI World 
Net Return Index (AUD)) and only paid if 

performance is above the Performance Hurdle 
(Reserve Bank of Australia cash rate target). 
Any negative or unpaid performance is carried 
forward to the next period.1 

Buy/sell spread +0.25% / -0.25% 

Fund size $72m 

Distributions Annually at 30 June 

Min. Investment $10,000 

Max. cash position 20% 

Carbon Intensity 
(ave weighted) 

74.1 (vs MSCI Benchmark 127.3) 

 
Top 10 positions 

 

Company Sector % 

Alphabet  Info. Technology  6.8 

Microsoft  Info. Technology  6.4 

Schneider Electric  Industrials  4.3 

MasterCard     Financials  4.2 

Essilor Luxottica   Consumer Discretionary  4.1 

Procter & Gamble  Consumer Staples  3.9 

Trane Technologies   Industrials  3.8 

Accenture   Info. Technology 3.6 

On Semiconductor   Info. Technology 3.6 

ASML  Info. Technology  3.6 

Total 
 

44.2 

 

 

 
 

Fund features 

Sustainable companies: An investable universe of companies that we 

believe have a net positive alignment with one or more of the 17 United 

Nations Sustainable Development Goals (SDG’s) and exceed Alphinity’s 

minimum ESG criteria. 

Exclusions: Exclusions from the investable universe, defined by a 

Charter, for activities that are considered to be incongruent with the 

SDG’s 

Active ownership and stewardship: We seek to engage with 

companies on ESG matters and also intend to vote all proxies put to 

shareholders 

Consistent Returns: We can invest in growth, value, cyclical or 

defensive companies, because we aim to own them at the right time in 

their earnings cycle 
 

 
1 Returns are calculated after fees have been deducted and assume distributions have 

been reinvested. No allowance is made for tax when calculating these figures. Past 

performance is not a reliable indicator of future performance. 

2 The inception date for the Fund is 3 June 2021  

3 Numbers may not add due to rounding

Alphinity Global Sustainable 
Equity Fund – Active ETF 
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   Geographical exposure 

 
 Sector exposure 

 

Fund facts 
 

Portfolio managers Jeff Thomson, Jonas Palmqvist, Trent Masters, 

Chris Willcocks. 

APIR code HOW1000AU 

Inception date 3 June 2021 

ASX Code XASG  

Investment objective To outperform the MSCI World Net Index 
(AUD). 

Management fee 0.75% p.a. 

Performance fee 10% of the excess return of the Fund above 
the Performance Benchmark (MSCI World 
Net Return Index (AUD)) and only paid if 

performance is above the Performance Hurdle 
(Reserve Bank of Australia cash rate target). 
Any negative or unpaid performance is carried 
forward to the next period.1 

Buy/sell spread +0.25% / -0.25% 

Fund size $189.5m 

Distributions Annually at 30 June 

Min. Investment $10,000 

Max. cash position 20% 

Carbon Intensity 
(ave weighted) 
Scope 1 & 2  

43.5 (vs MSCI Benchmark 89.7) 

 
Top 10 positions 

 

Company Sector % 

Nvidia   Information Technology 6.9 

Apple  Information Technology 5.9 

Microsoft Information Technology 4.6 

Eli Lilly Health Care  4.3 

Alphabet  Communications Services  4.0 

JP Morgan Financials  3.9 

Amazon  Consumer Discretionary 3.4 

ASML Information Technology 3.2 

  Iberdrola     Utilities  3.1 

  Welltower Real Estate  3.0 

Total 
 

42.3 

Data Source: Fidante Partners Limited, 30 September 2026 

Performance1 1 Month 
% 

3 Months 
% 

1 Year 
%p.a. 

3 Years 
% p.a. 

5 Years 
% p.a. 

Since Inception2 
% p.a. 

Fund return (net) 2.8 -0.7 0.0 10.1 5.9 8.0 

MSCI World Net Total Return Index (AUD) 1.8 1.5 9.8 18.4 12.7 13.6 
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 Market comment and outlook  
There was again no shortage of market-moving news flow in Q3 
2026; AI agents going rogue, upward pressure on oil prices fuelling 
inflation, and bond yields rising to multi-year highs across most major 
economies. Despite growing concern around AI, it was US tech stocks 
that drove gains globally, leaving most other sectors behind. Given 
the broadness of the US Tech sector across software and 
semiconductors, the large momentum unwind in Semiconductor 
stocks that occurred in July was able to be absorbed by the rotation 
into Software stocks in August, allowing the broader Tech sector to 
still be the second-best performer globally behind Energy stocks. 
 

 
Source: Bloomberg, 30 September 2026 
 
 

Global equity markets (MSCI World in AUD) managed a modest 1% 
return in the September quarter (+1.6% in USD). The US S&P 500 
index gained 1.5% (+2% USD), outperforming Europe which was 
dragged down by weakness in France that fell 5% last month on 
growing tensions around the country’s fiscal deficit and rising bond 
yields. Emerging markets also closed the quarter weaker with the 
MSCI Emerging Markets Index falling 1.6% in AUD terms (-1% in USD), 
driven by a sharp correction in Korea as the memory trade deflated, 
and weakness in China on higher oil prices.  On a sector level, rising 
oil prices helped energy stocks (+14%), while Technology (+6%) and 
Communication Services (+3%) also outperformed. Rate-sensitive 
sectors were the worst performers, with Utilities (-11%), Property 
Trusts (-6%) and Consumer Discretionary (-5%) suffering the steepest 
losses. 
 
Despite the efforts of the US Treasury Secretary Scott Bessent to 
support US long bond yields through direct purchases of US bonds, 
and also the Japanese Yen, market forces won out and the bond 
market endured one of its worst sell-off’s in over a decade. US 10-
year bond yields rose 82 basis points last quarter to 5.29%, and new 
US Fed Chair Kevin Warsh hiked rates by 25 basis points to 4% in a 
widely expected move which also helped support the USD. The 
increasingly competitive environment for AI related debt among the 
hyperscalers, frontier labs and data centre operators is only serving 
to skew the supply demand dynamics in favour of more supply which 
is putting further pressure on bonds as investors demand higher 
yields 

Portfolio comment and outlook  
The outlook for growth remains mostly favourable despite a growing 
list of headwinds. The U.S. labour market has softened modestly, but 
payrolls have remained positive on average, keeping unemployment 
low and stable. This in turn is underpinning consumption despite 
higher fuel prices, weak confidence, and some stress at the lower 
end. Manufacturing activity is also positive, with PMI’s now in 
expansion territory for nine straight months. Here, too, momentum 
has cooled somewhat recently; however trends generally remain 
favourable, and there is encouraging evidence of improved breadth 
away from AI capex. Against these positives, geopolitics and higher 
rates present a growing overhang. Fed rate expectations and bond 
yields have both continued to rise, reflecting higher growth 
expectations, heavy AI funding needs, as well as inflation and fiscal 
concerns.  Alternatively, a disorderly unwind of the AI capex cycle 
would be material for both growth and asset prices. While risks have 
clearly increased, and certainly warrant close vigilance, inflation 
expectations still appear well-anchored, and we continue to expect 
growth to prove resilient.    
    

 
Source: Factset, 30 September 2026 
 

This constructive growth backdrop, combined with a powerful AI 
capex cycle, has powered an exceptionally robust earnings cycle, 
which is likely to remain the main support for financial markets even 
as risks have increased. Not only have corporate earnings been strong 
in absolute terms, but revisions continue to be positive and have also 
recently begun to broaden across different sectors and geographies. 
After healthy double-digit EPS growth in 2025, consensus now 
expects growth to accelerate further in 2026 and 2027, by +28.5% y/y 
and 14.4y% y/y respectively. This is one of the strongest periods of 
earnings growth outside of a post-recession ‘V-shaped’ recovery - and 
estimates continue to be revised higher. Over the last three months, 
consensus has increased by 4-5% for both this year and next, led of 
course by Tech Hardware & Semiconductors, however Energy, 
Industrials and Financials also continue to show strength. Outside of 
Materials, which is seeing downgrades tied to higher energy costs and 
mixed demand trends, all sectors are now in upgrade territory. 
Similarly, all major geographies are also in upgrade territory,  

Global and US PMI’s – US Manufacturing activity in expansionary 
territory for 9 straight months  

 

3-Months FY26 Earnings Revisions:  Positive earnings upgrades 
persistent across all key global regions – Australia the outlier 
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although led by Japan and North America. 
 
Third-quarter reporting is about to begin, and most expect results to 
broadly confirm these positive trends. Investors will again focus on 
management guidance, particularly on the expected impact of higher 
rates, but especially around AI which remains the dominant market 
thematic. Earnings from “bottleneck enablers” in power, data-centre 
capacity and select semiconductors should stay strong, but attention 
has shifted to the likely sustainability of this cycle. Investors are also 
keen to identify high-impact AI adopters, where measurable returns 
are feeding through to productivity, margins and cash flow. For now, 
the evidence points to continued AI leadership, even as the theme 
broadens and evolves. Concerns are growing, however, around AI 
funding (including circular financing structures), competition from 
Chinese open-source models, cyber risks and various associated 
social licence considerations.   
 
Our positioning remains aligned with current earnings leadership, 
with modest overweights in Semiconductors & Semiconductor 
Equipment, Banks and Industrials. However, within an active quarter 
of activity, we reduced our relative weights to these sectors to reflect 
these higher risks; and also broadened our exposure with the 
addition of several new investments across different sectors. 
Notable changes included new positions in CSX (US railroad under 
new management benefiting from a combination of volume growth, 
stronger pricing and productivity gains), United Rentals (leading 
equipment rental company benefiting from an inflection in large 
project demand and improving margins) and Prologis (industrial 
logistics landlord with earnings upside from embedded rent growth 
and a steadily improving demand/supply dynamic). In addition, we 
added more defensive names including Gilead (pharmaceutical 
company with likely continued outperformance from its leading HIV 
drugs, as well as upside potential from new launches), and Iberdrola, 
a utility with a leading position in renewables, regulated earnings 
visibility and upside from higher power demand and prices. These 
additions were funded by taking some profits in several of our larger 
investments after strong performance, as well as selling out of 
Intuitive Surgical and Infineon, in each case reflecting lower 
conviction on the outlook for earnings outperformance. Markets 
continue to be very dynamic, with a swiftly evolving set of macro, 
geopolitical and thematic risks and opportunities.  
 
Markets continue to be very dynamic, with a swiftly evolving set of 
macro, geopolitical and thematic risks and opportunities. 
Consequently, we remain thoughtful about stock selection and 
position sizes, aiming to maintain diversification and also manage 
overall portfolio risk stemming from the AI theme in particular. We 
continue to believe that diversification and quality will be key risk 
mitigants over a full market cycle. Overall, the Portfolio is strongly 
exposed to fundamentally driven, positive earnings revisions 
across a broad selection of different sectors and geographies, 
which we expect to drive performance over time. 
  

 
Source: Top chart: Bloomberg. Bottom chart: Alphinity, 30 September 2026.   

   
 
 
 
 
 
 
 
 

BOUGHT: Iberdrola - A regulated network compounder in an 
upgrade cycle  

 

Net SDG Alignment: 168% 

 

SDG Alignment: Iberdrola’s business focus on renewable 
generation and electrification of energy use contribute 
strongly to SDG 7 (Affordable and Clean Energy), SDG 9 
(Industry, Innovation and Infrastructure) through modern and 
resilient electricity networks, SDG 11 (Sustainable Cities and 
Communities) through cleaner energy systems, and SDG 13 
(Climate Action) through decarbonisation. However, we also 
recognise negative impacts from nuclear energy, particularly 
radioactive waste management challenges under SDG 12 
(Responsible Consumption and Production), and from 
hydroelectric generation, including its potential effects on 
ecosystems under SDG 15 (Life on Land). Residual greenhouse 
gas emissions and indirect third-party fossil fuel distribution 
through its energy networks also present challenges to SDG 
13.  
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ESG & Sustainability Research: Iberdrola: assessing 
a utility’s transition 
The issue: Electricity utilities are central to the energy transition, but 
many still rely on fossil fuels. For sustainable investors, the challenge is 
to distinguish companies with credible transition plans from those 
whose ambitions lack support from investment and emissions 
performance. Our review of Iberdrola examined whether its renewable 
energy and network businesses support inclusion in the Fund. 

What we did: Alphinity assessed Iberdrola against the Fund’s Charter, 
SDG Alignment Framework and Net Zero Alignment Framework. We 
mapped direct and indirect fossil fuel exposure, reviewed its generation 
mix and EU Taxonomy disclosures, and benchmarked its emissions 
pathway against Transition Pathway Initiative research and the IEA’s net 
zero scenario. Direct engagement with the company helped clarify its 
business activities and investment plans, alongside a broader review of 
ESG risks. 

Key outcomes: Our analysis supports Iberdrola’s inclusion in the 
sustainable investment universe. Around 87% of its electricity 
generation is emissions-free, with no coal generation and gas-fired 
power revenue below the Fund’s 5% exclusion threshold. Its SBTi-
validated targets include net zero across Scopes 1, 2 and 3 by 2040. 
Approximately 90% of planned capital expenditure for 2026–30 is EU 
Taxonomy-aligned, supporting the transition through networks, 
renewables and storage. 

We assess Iberdrola as net zero aligned, with a strongly positive SDG 
contribution. We have engaged with the company twice on its 
renewable energy generation strategy and transition away from fossil 
fuels. Greater detail on how it will deliver future emissions reductions 
would strengthen the assessment, while safety, governance and grid 
reliability risks warrant continued monitoring. 

 

 

What’s on our mind: Exceptionally robust global 
earnings   cycle 
Growth outlook remains constructive despite various risks: The 

U.S. labour market has softened modestly, but payrolls have remained 

positive on average, keeping unemployment low and stable; and 

underpinning consumption despite higher fuel prices and some stress at 

the lower end. Manufacturing activity is also positive, with PMI’s now in 

expansion territory for nine straight months. Against these positives, 

geopolitics and higher rates present a growing overhang. Alternatively, a 

disorderly unwind of the AI capex cycle would be material for both growth 

and asset prices. While risks have clearly increased, and warrant close 

vigilance, inflation expectations still appear well-anchored, and we 

continue to expect growth to ultimately prove resilient. 

 

An exceptionally strong earnings cycle: The resilient growth 

backdrop, combined with a powerful AI capex cycle, is powering an 

exceptionally robust earnings cycle, which is likely to remain the main 

support for financial markets even as risks have increased. The chart below 

shows the Diffusion ratio (i.e. number of analyst upgrades/downgrades) 

for both this year and next. The ratio is strongly positive and is approaching 

historic highs. 

 
Source: Alphinity Global, Bloomberg, 30 September 2026 

 

Consensus expects sustained earnings growth in 2027 and 
beyond: After healthy double-digit EPS growth in 2025, consensus now 
expects growth to accelerate further in 2026 and 2027, by +28.5% y/y and 
14.4% y/y respectively (see chart below). This is one of the strongest 
periods of earnings growth outside of a post-recession ‘V-shaped’ 
recovery. 

 
Source: Alphinity Global, FastSet, 30 September 2026 
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And consensus estimates continue to be revised higher: Not 

only have corporate earnings been strong in absolute terms, but 

revisions continue to be positive and have also recently begun to 

broaden across different sectors and geographies (see table below). 

Over the last three months, consensus has increased by 4-5% for both 

this year and next, led of course by Tech Hardware & Semiconductors, 

however Energy, Industrials and Financials also continue to show 

strength. In fact, all sectors are now in upgrade territory except for 

Materials, which is seeing downgrades tied to higher energy costs and 

mixed demand trends. 

 

Technology still leads revisions, but nearly all sectors are now 

seeing upgrades 

 
Source: Alphinity Global, FastSet, 30 September 2026 

 

Improving earnings breadth beyond Technology: The 

broadening of the earnings cycle is clearly illustrated in the tables 

below, which show the diffusion ratios of several key sectors outside 

of Technology, with notable improvements in the Healthcare and 

Industrial sectors, amongst others. 

Source: Alphinity Global, Bloomberg, 30 September 2026 

In contrast, performance breadth has remained unusually 
narrow despite wider earnings participation: Despite 
broadening earnings strength, Index performance has remained 
unusually narrow so far this year (see below). However, if earnings 
breadth can be sustained, it seems likely that performance 
participation should inevitably broaden as well. 

 

 
Source: Alphinity Global, FastSet, 30 September 2026 

 

Sustainability is key: After such an exceptionally strong period of 

earnings growth, as well as revisions, the sustainability of the cycle, 
including economic growth, AI trends, margins, capex broadening and 
consumption in the face of higher rates, is key to the outlook for 
financial markets. Consensus already captures a marked growth 
deceleration over the next few quarters (see table above). This seems 
reasonable given the challenging comparatives, as well as some 
normalisation in Energy sector growth. Nevertheless, it remains to be 
seen whether the strongly positive revision and diffusion indicators can 
be sustained in this context. The macro and geopolitical backdrop 
remains highly dynamic, while the sustainability of AI capex earnings 
‘surprises’ may dissipate even without a disorderly unwind of the cycle.  
 

A tug of war between rates and earnings. Reflecting the likely 

cyclicality of current earnings strength and the recent rise in bond 
yields, markets have de-rated this year. The MSCI World NTM P/E has 
fallen from about 20x to about 18x, but strong earnings growth has 
more than offset this, allowing the index to return about 12% through 
the end of September (see chart below). The balance between higher 
rates, lower multiples and earnings growth will be key to the outlook for 
global equities. For now, earnings growth remains healthy, which 
supports a constructive stance on markets. However, risks are clearly 
rising, and any deterioration in the earnings outlook would warrant a 
more cautious view. 
 

Source: LHS: Alphinity Global, BofA data, 30 September 2026.  RHS: Bloomberg 30 
September 2026 
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For further information, please contact: 

Fidante Partners Investor Services 

Phone: 1300 721 637 Email: info@fidante.com.au Web: www.fidante.com.au 

Alphinity Investment Management 

Web: www.alphinity.com.au 

Important information: This material has been prepared by Alphinity Investment Management Limited (ABN 94 002 835 592, AFSL 234668) Alphinity, the investment manager of the Alphinity Global 

Sustainable Equity Fund. Fidante Partners Limited ABN 94 002 835 592 AFSL 234668 (Fidante) is a member of the Challenger Limited group of companies (Challenger Group) and is the responsible 

entity of the Fund. Other than information which is identified as sourced from Fidante in relation to the Fund, Fidante is not responsible for the information in this material, including any statements 

of opinion. It is general information only and is not intended to provide you with financial advice or take into account your objectives, financial situation or needs. You should consider, with 

a financial adviser, whether the information is suitable to your circumstances. The Fund’s Target Market Determination and Product Disclosure Statement (PDS) available at www.fidante.com should 

be considered before making a decision about whether to buy or hold units in the Fund. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any reliance 

on this information. Past performance is not a reliable indicator of future performance. Alphinity and Fidante have entered into arrangements in connection with the distribution and administration 

of financial products to which this material relates. In connection with those arrangements, Alphinity and Fidante may receive remuneration or other benefits in respect of financial services provided 

by the parties. Investments in the Fund are subject to investment risk, including possible delays in repayment and loss of income or principal invested. Accordingly, the performance, the 

repayment of capital or any particular rate of return on your investments are not guaranteed by any member of the Challenger Group. 
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