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For Adviser use only 

Our long-term commitment to ESG (Environment, Social and Governance) Integration 

 
Antares Equities has a long track record of ESG integration into its investment process and framework, having 
been the first Australian Fund Manager to become a signatory to the United Nations Principles for Responsible 
Investment (PRI) in 2006 (as Portfolio Partners). Upon becoming part of the NAB/MLC Group, Antares Equities 
terminated its direct PRI signatory status, however the investment team has continued to apply and enhance its 
approach to ESG integration in line with PRI principles.  
 
Our philosophy is that there is the opportunity to achieve superior investment returns through a focus on non-
financial factors and forms of capital. 
 
A specialist within the investment team has oversight for ESG/sustainability however, each of our seven stock 
analysts are responsible for ESG analysis on their stocks and sectors given the idiosyncratic nature of ESG risks 
and opportunities.  
 
Antares ESG traffic lights system has a proven, 12-year track record of identifying downside risks. Through our 
traffic lights system, our analysts assign a Green, Amber or Red rating on the E, S and G components for every 
company they research. Where a company has a Red rating in either E, S or G, a discount is applied to the target 
price for that company to adequately reflect the associated risk. In addition to our traffic lights system, our holistic 
sustainability framework focuses on the long-term sustainability of a company’s ability to create value. 
 
Antares votes on all AGM resolutions and undertakes regular and ongoing engagement with companies. Voting 
records are published annually on our website and we maintain all company engagement notes in a centralised 
internal database. 
 
This new report provides a quarterly update on our ESG activity and engagement. Your feedback is encouraged 
and welcomed. 
 
Environment 
In 2020, ESG and sustainability issues continued to garner an increasing amount of interest from companies, 
investors and the media.   
 
In particular, climate change continues to be a focus of government policy globally and many companies have 
publicly announced decarbonisation strategies and commitments to zero carbon targets. The EU taxonomy 
entering into force in mid-2020 has been a key milestone in policy efforts to combat climate change. Whilst this 
classification standard applies to the EU, it also has interesting implications for us in Australia. Specifically, under a 
rather onerous “comply or explain” regime, we expect there to be an increasing number of funds globally who will 
be precluded from investing in sectors of the market deemed to be not environmentally sustainable. Although as 
bottom up stock pickers Antares does not screen out specific industries or sectors, there are tangible valuation 
implications of decarbonisaton and related trends as we consider investments in these types of companies. With a 
smaller pool of capital available to fund these businesses, we believe the cost of capital is increasing and as such 
the discount we apply to future cash flows will reflect this. This is something we have been considering in 2020 as 
we evaluated existing and new investments, particularly where they carry stranded asset risk or significantly 
reduced terminal values. This thinking has manifested itself in our portfolios through various examples such as our 
decision not to invest in the Dalrymple Bay IPO, our ongoing investment in Aurizon, and the types of exposures we 
have to hydrocarbons. 

 
Social 
Whilst there are a range of social issues that have presented in the investment landscape in 2020, the challenges 
brought on by COVID-19 have occupied management teams. One aspect that has been of particular interest is 
how companies have been managing human capital through this period of uncertainty and change. The move to 
remote working has brought about the challenge of maintaining a strong company culture and productivity in an 
environment where teams are not able to come together physically. In addition, liquidity challenges brought on by 
the impact of COVID-19 have resulted in some companies needing to adjust salaries or undertake headcount 
reductions. Lastly but importantly, we must also mention the human impacts of COVID-19 on the mental health of 
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employees and the added burden the pandemic has brought onto employees and their families as they have 
navigated financial hardships, lockdowns, physical restrictions and home schooling whilst being fully employed 
amongst other challenges in 2020. 
   
Overall, we think companies have done a relatively good job in dealing with these challenges. We are encouraged 
that many companies we have spoken with have struck a balance between medium term financial performance 
and the long-term competitive advantage afforded by proper (and at times compassionate) management of human 
capital. We believe such actions are in the interests of long-term value creation for shareholders. In this vein, we 
have seen most companies extend greater flexibility to working styles and hours, be more creative around pay 
reductions to maintain employment and secure enduring competitive advantage, extend mental health services and 
extra leave to employees suffering from the burden of the pandemic amongst other actions. In turn, we think this 
ultimately builds trust between employers and employees and can reduce the often-unseen costs of unintended 
turnover and reduced productivity that occur when human capital is managed poorly. With 2021 seeing additional 
waves of infection, we remain focused on the management of these issues in our companies, particularly where 
business models are heavily reliant on human capital. 

 
Social Engagement in Focus: Industrial Safety 
At Antares we believe that industrial safety cannot be compromised. Companies owe a duty to their employees to 
ensure a safe environment and that every person returns home from work safely every day.   
 
In October 2020, we met with the Chairman of one of the companies in which we are invested on the topic of safety 
following a fatality in FY20. We were concerned that this was in part due to a low weighting management short-
term incentives (STI) relative to peers. Moreover, we were unsatisfied with the lack of financial penalties imposed 
on management despite the Board’s discretion to do so. Following our initial engagement with the company, the 
Board reverted with additional information on safety.  
 
Whilst we considered the information put forward with an open mind, we formally wrote to the company to articulate 
our perspective with supporting data and metrics that the 5% allocation the company had to safety in its STI was 
well below industry standards that ranged from 20-32% in peers. We also provided the example of a peer who also 
had a fatality in FY20 and where the Board exercised its discretion to further reduce STI payments by 15-30%. We 
expressed our view that in this instance the company has fallen outside of what we expect as shareholders and 
industry best practice, with the hope that our analysis might resonate with the Board and result in better alignment. 
This also led to us to vote against the company’s remuneration report at their 2020 AGM in November which 
ultimately contributed to a 23.13% “against” vote.  

 
Governance 
At Antares we have a long-standing principle to represent our client’s best interests through utilising our voting 
rights, and as such AGM season in November was a busy period for Antares. In the December quarter, Antares 
voted on 420 resolutions at 63 meetings. Of these, 353 resolutions were voted for and 22 against. We abstained 
from voting on 5 resolutions and a further 40 resolutions were non-voting resolutions. We have provided some key 
examples below to show how our voting is being utilised to represent our client’s best interests. 
 
A key focus for us this year was on incentives, particularly in light of the volatility in results we saw with COVID-19. 
We continue to favour Boards who set remuneration strategies that align management incentives to the positive 
outcomes of shareholders.  
 
Following multiple downgrades to guidance, one company in some of our portfolios was proposing to adjust 
FY2020 LTI grants as the Board believed they were no longer achievable due to the impact of COVID-19. Many of 
its listed peers had seen similar impacts but had not made any adjustments to LTI schemes. As such, we did not 
view such an adjustment as aligned with shareholder outcomes. In response to market feedback the company 
withdrew the resolution ahead of its AGM. The company was also looking to adjust the fair value allocation 
methodology for FY2021 LTIs, with the newer methodology potentially significantly more generous. Whilst we 
acknowledge the importance of LTIs in retaining key personnel and talent, the remuneration report made little 
reference to any justification for such a change at a time where the company’s financial performance was under 
pressure. In the interest of our clients we voted against the resolution, contributing to a 29.57% “against” vote.  
 
During AGM season another notable example was our engagement on remuneration and incentives with a 
company that has been a very strong performer over 2020 as it delivered on key milestones. Notwithstanding 
strong share price performance, we see room for improvement in some of its remuneration and governance 
structures. Through our proxy research provider, we became aware of the granting of a substantial number of 
options to the CEO in October 2019. This was prior to him joining the board and as such, at the time was not 
subject to shareholder approval. The only hurdle required for these options to vest was the company’s market 
capitalisation reaching and maintaining A$2 billion for a minimum period of three consecutive months across a 
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three-year period from the grant date. Aside from this market capitalisation hurdle, there was little else in terms of 
performance hurdles attached to the award. This also accompanied a large 38% increase in fixed remuneration. In 
light of these factors we were of the view that this ad hoc grant   of options indicates a lack of a long-term 
remuneration strategy and hence appropriate long-term alignment with shareholders.  
 
The company was contacted by our analyst to indicate our intention to vote against the remuneration report, 
however we received minimal feedback. Ultimately the result was that our vote contributed to a 50.3% “against” 
vote on the remuneration report, representing a first strike for the company. Subsequently we also wrote to the 
chairman explaining our position on market capitalisation based metrics in management incentives with the hope 
that the company’s remuneration and governance structures might be improved in future periods.   
 
Outlook 
In 2021, we expect momentum behind the “mainstreaming” of ESG to continue given secular trends and the 
increasing focus on ESG from companies and the investment community. Policy support behind decarbonisation, 
climate change and modern slavery will likely prove an impetus for the further development of strategies to manage 
these issues for corporates. We believe the persistence of these trends will continue to create better opportunities 
for engagement with companies on these issues, which, when managed well will lead to better overall outcomes for 
shareholders and our clients. 
 
One other area of interest we are watching in 2021 is ESG data availability and quality. Whilst significant 
improvements have been made to sustainability reporting in Australia in recent years, most disclosures around 
non-financial information is still voluntary and lags other jurisdictions such as the EU. Unlike financial reporting, 
there is also a lack of standardisation of information and metrics given the array of standards currently being used. 
This can make comparisons difficult. Progress is being made on this front, with a number of standards bodies 
working together to unify definitions and metrics. We believe this will potentially lead to better analysis and 
identification of ESG risks and opportunities in the future. Notwithstanding this, even where a company’s disclosure 
is consistent and good, we believe that depth and insight is required to understand and probe the issues 
appropriate to the company. This is where we believe Antares has a competitive advantage given the deep 
knowledge, experience and relationships our team has with the companies in our investment universe. 
 
In closing, we thank you for your interest in our inaugural ESG activity and engagement quarterly report. We trust 
that it has given some insight into our ESG approach and integration at Antares, and 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. 
 
 
 
 
 
 
 
 


