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Momentum around ESG and Sustainability continues 

The Antares ESG and Sustainability quarterly report is a new report in 2021 that builds on our inaugural 

ESG report for the December quarter. It provides an update on our ESG and sustainability insights as 

well as a review of our activity and company engagement. Your feedback is encouraged and welcomed. 

The start of 2021 has seen a continuation of the “mainstreaming” of ESG and sustainability, with an 

increasing amount of interest from stakeholders in these issues. In particular, government and societal 

support behind decarbonisation, climate change and modern slavery continues to provide an impetus 

for progression on these issues for corporates and the investment community.  

ESG considerations are also having real impacts on business structures with AGL announcing the 

demerger of its generation assets, and Woolworths pushing ahead with the demerger of Endeavour 

(liquor, hotel and gaming assets) during the quarter.  

Environment – Zeroing in on net zero 

The reaffirmation of Australia’s 2030 emission reduction targets last year has further propelled efforts of 

corporates to play their part in Australia’s emission reduction goals. Alongside its reaffirmation, the 

government outlined its first iteration of our nation’s technology-focused approach to driving emission 

reductions. 

In March, Coles became the latest ASX listed company to publicly state its commitment to net zero 

emissions, announcing a number of targets including: 

• to deliver net zero greenhouse gas emissions by 2050; 

• for the entire Coles Group to be powered by 100% renewable electricity by the end of FY25, 

building on the progress already made towards this target through renewable power purchase 

agreements, onsite solar and agreements with renewable electricity generators; and 

• to reduce combined Scope 1 and 2 greenhouse gas emissions by more than 75 per cent by the 

end of FY30 (from a FY20 baseline).   

With this announcement, Coles joins a small but growing group of ASX listed companies with net zero 

emission targets. We have watched with interest as a number of ASX200 companies have made 

commitments to the Paris Agreement in recent years. We expect this momentum to continue ahead of 

the Glasgow Climate Change Conference this year where Australia is expected to reveal its long-term 

emissions reduction strategy.  

Chart 1: Emission reduction targets in the ASX 200

 
 Source: ACSI, Antares estimates; April 2021 
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We estimate that approximately 10% of companies in the ASX200 have announced long term net-zero 
ambitions and targets. Of these, only a handful have also set short- and medium-term targets. To us 
this suggests that only a few of the companies that have announced net zero targets actually have a 
well thought out decarbonization pathway to meet their commitments. This is an important consideration 
for Antares as bottom up stock pickers, as research by UBS suggests that the cost to decarbonize the 
global energy supply chain is substantial. In this context, the question of who these costs and 
investments are borne by is a critical one.   
 
Chart 2: Energy Transition:  US$140tn of investment required across the energy supply chain to 

2050 

  

Source: UBS Research; April 2021 

For companies who have decided that a decarbonization pathway is in the best interests of 

shareholders, the key question that interests us as investors is: 

How much investment (capex, opex, lost revenue) will a transition to a low carbon economy require, 

and what is the expected financial return, risk mitigation or intangible return (social capital, license to 

operate) such a venture is expected to generate? 

Engagement in focus: Stewardship and shareholder value in light of decarbonization 

As a general principle we will seek to encourage companies along the path of decarbonisation where 

we believe it is in the best long-term interests of shareholders. In February, as part of our ongoing 

engagement with one of our companies in the hydrocarbons sector we took the opportunity to discuss 

the risks and opportunities arising from decarbonization with management. Following a long period of 

engagement with the Board and Management, we pressed the company hard on securing long-term 

shareholder value in light of the coming transition away from hydrocarbon fuels.  We expressed our 

frustration with the sluggish pace of decision-making and change to date and reiterated our view in 

relation to refining, that relying on government support is not a sustainable business model. 

 The company will release a decarbonisation strategy in 2Q21 which will outline a pathway for its 

businesses and how it will transition over time as its customers decarbonise.  

 

Whilst there are clearly substantial costs associated with the decarbonization thematic, we also see 

significant opportunities, particularly for companies that provide services and materials that assist in the 

transition to a low carbon economy. This has informed much of our bottom up research and stock 

selection across our portfolios in this area and we plan to share some of our positioning and analysis in 

this space in future reports.  
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Social 

We continue to monitor a range of social issues in the investment landscape. Shifting operating models 

around working from home and the human capital challenges of company culture and productivity in a 

post COVID-19 world remain front of mind.  

One other area we have turned our focus to is on supply chain risks. The onset of COVID-19 and the 

resulting constraints on mobility have presented some challenges on this front as supply chains 

capacity has become tight (resulting in higher freight costs and long lead times) and the ability for audits 

and inspections to occur has been hamstrung. 

Chart 3: World Container Index Composite Freight Benchmark Rate per 40 ft box 

 

Source: Bloomberg; April 2021 

Supply chain risks in retail. During our meetings with the listed retailers over the February reporting 

season, we asked how various retailers were managing audits of supply chains for modern slavery risk 

during COVID-19. We found that the lack of travel has impacted the quality and assurance of such 

audits, particularly given travel restrictions have meant many audits have been conducted virtually. In 

addition, the pressure put on supply chains, in our view has resulted in the risk of such audits being 

deprioritized in the short term. We see this risk more pronounced in the discretionary retailers that rely 

more heavily on imports relative to consumer staples. 

Modern Slavery in Focus: Increased confidence in Ansell’s stringent standards.  

In our meeting with Ansell during the February reporting season, we discussed at length Ansell's pricing 

strategy during the pandemic, particularly in light of supply chain tightness and reported price gouging 

by competitors. We came away with greater assurance that Ansell's management team have taken a 

long-term view to sustainably manage pricing despite tight demand, which in our view augurs well for its 

relationship capital and more broadly its social license to operate. Ansell also expressed that even in a 

tight market it has been uncompromising on taking on suppliers who do not meet their standards 

around the use of labour. Importantly, we have also received third party verification of the stringent 

standards to which Ansell holds its manufacturing suppliers. This is particularly valuable at a time where 

COVID-19 has made independent audits of supply chain integrity difficult. This has given us greater 

confidence in Ansell's competitive position and its social license to operate, particularly as one of its key 

peers Top Glove has come under regulatory scrutiny. As such, coupled with our view of the underlying 

momentum in the business, we have maintained and increased our Ansell exposure across a number of 

portfolios. 

 

 

 

0

1000

2000

3000

4000

5000

6000

U
S$

 o
er

 4
0

 f
t 

B
o

x



4 

 

Governance 

At Antares we have a long-standing principle to represent our client’s best interests through utilising our 

voting rights. The March quarter was a relatively quiet period for voting activity following the busy AGM 

season in the December quarter. During the quarter, Antares voted on 30 resolutions at eight meetings. 

Of these, 26 resolutions were voted for and three against, with one resolution being a non-voting 

resolution. 

Voting in focus: Alignment of remuneration incentives 

There was one notable example where we utilized our voting rights to represent our client’s interests 

during the quarter to vote against the Remuneration Report for one of the REITS. We came to the view 

that the company’s current structure of management LTI hurdles is inappropriate, in particular the 

relative TSR component which benchmarks the company against a selective group of REITS, most of 

which have underperformed. Combined with retention payments paid to the management team 

announced in September 2020, we believe remuneration has reached excessive levels relative to peers 

and is not aligned with shareholder interests, nor share price performance over the past 12 months. 

Conclusion 

In closing, we thank you for your interest in our ESG & Sustainability quarterly report. We trust that it 

has given some insight into our ESG approach and integration at Antares, and continue to welcome any 

feedback you may have. 
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Important information 

NOT INTENDED FOR OR TO BE DISTRIBUTED TO RETAIL INVESTORS  
This Document is provided by Antares Capital Partners Ltd ABN 85 066 081 114, AFSL 234483 (“ACP”) 
and its investment management division trading under the name of “Antares Equities”.  
This document has been prepared for licensed financial advisers only. This document must not be 
distributed in any way to “retail clients” (as defined in the Corporations Act 2001 (Cth)) or any other 
persons.  
This information may constitute general advice. It has been prepared without taking account of 
individual objectives, financial situation or needs and because of that you should, before acting on the 
information contained in this document, consider the appropriateness of the advice having regard to 
your personal objectives, financial situation and needs. Antares recommends that you obtain 
professional advice and read any relevant available information pertaining to the information contained 
in this document and obtain professional independent financial advice to determine whether the 
information contained in this document is suitable for you and your investment needs.  
ACP is a subsidiary of the National Australia Bank Limited group of companies. An investment in any 
financial product offered by any member company of the National Australia Bank group of companies is 
not a deposit with or liability of, and is not guaranteed by National Australia Bank Limited or its 
subsidiaries and is subject to investment risk, including possible delays in repayment and loss of 
income and capital invested.  
This document has been prepared in good faith, where applicable, using information from sources 
believed to be reliable and accurate as at the time of preparation, no representation or warranty 
(express or implied) is given as to its accuracy, reliability or completeness (which may change without 
notice). Any opinions expressed in this document constitutes ACP’s judgement at the time of issue and 
is subject to change.  
ACP believe that the information contained in this document is correct and that any estimates, opinions, 
conclusions or recommendations are reasonably held or made as at the time of compilation. However, 
no warranty is made as to their accuracy or reliability (which may change without notice) or other 
information contained in this communication.  
Past performance is not a reliable indicator of future performance. Returns are not guaranteed and 
actual returns may vary from any target returns described in this document. Any projection or forward 
looking statement in this document is provided for information purposes only and no representation is 
made as to the accuracy of such projection or that it will be met. In some cases the information is 
provided to us by third parties, while it is believed that the information is accurate and reliable, the 
accuracy of that information is not guaranteed in any way.  
None of ACP, any other member or the NAB Group, or the employees or directors of the NAB Group 
are liable for any loss arising from any person relying on information provided by third parties. This 
information is directed to and prepared for Australian residents only. ACP disclaims all responsibility 
and liability for any loss, claim or damage which any person may have and/or suffer as a result of any 
persons reliance on any information, predictions, performance data and the like contained within this 
document, whether the loss or damage is caused by, or as a result of any fault or negligence of ACP, 
it’s officers, employees, agents and/or its related bodies corporate.  

 

Bloomberg Finance L.P. and its affiliates (collectively, Bloomberg) do not approve or endorse any 

information included in this publication and disclaim all liability for any loss or damage of any kind 

arising out of the use of all or any part of any such information. 

 


