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Responsible investing is
no longer simply niche
WILL HAMILTON

Our investment sector in
Australia has recently witnessed
a significant lift in demand for
what is known as socially
responsible investing (SRI),
which focuses on
environmental, social and
governance (ESG)
considerations in investment
recommendations.
The US Social Investment
Forum defines SRI as “an
investment process that
considers the social and
environmental consequences of
investments, both positive and
negative, within the context of
rigorous financial analysis”.
The forum notes the process
is about “identifying and
investing in companies that
meet certain standards of
corporate social responsibility
(CSR)”.
For investors it is important
to separate this idea from the
newer theme of “impact
investing”, which seeks to make
change through active
investments.
One of the frustrations for
investors in this area has been a
lack of hard statistics. At the
recent annual conference of
Responsible Investment
Association of Australasia
(RIAA) a major Australian
survey was issued to all
delegates. The report gives a
very useful picture of SRI in
Australia today:
● 92 per cent of Australians
expect their superannuation or
other investments to be
invested responsibly and
ethically
● Four out of five would
consider switching their super
or other investments to another
provider if their fund engaged in
activities inconsistent with their
values
● Roughly 70 per cent would
rather invest in a fund that
considers ESG issues of the
underlying investments and
maximising returns as opposed
to just maximising returns
● 85 per cent believe
superannuation should be
invested responsibly taking into
account positive and negative
screens
● One in five respondents
have invested in ethical
investments and more than half
state they would consider it in
the next five years.
To put some clarity to the
above points when approaching
SRI and ESG, there are both
positive and negative screens.
A negative screen looks
specifically to exclude
companies or sectors that have
a negative impact on ESG
outcomes. Examples of this can
include sectors or companies
associated with tobacco,
alcohol, gambling, armaments,
medical-genetic modifications,
pornography, animal testing,
excessive land degradation or
fossil fuels.
A positive screen looks to
identify companies or sectors
selected for ESG outcomes and
selection over others and at
investing positively with a bias
towards such companies or
sectors without excluding a
company on an individual

investor’s value basis. I
intentionally use the word
“values” as opposed to “ethics”. I
prefer not to use the word
“ethical” as I believe it has an inbuilt judgment. What is ethical
for one person or organisation is
not necessarily the case for
others. Take the mixed views on
gambling for example.
On the other hand, it is up to
advisers to recommend and
invest for a client in line with
their values, which is also crucial
in ensuring an adviser meets the
ASIC Best Interest duty.
Many funds, especially those
managed offshore, are now
using ESG as a core filter in
making investment decisions. I
would argue that ESG
considerations should be a core
in the investment-making
process and it is unfortunate that
domestically, in many instances,
ESG is still perceived as niche.
On the other hand, SRI
filters are still very much built
around the values of an
individual, a family, or an
organisation. A current

Ninety-two per
cent expect their
super to be
invested
responsibly

Ten things to do before you turn 70
Here’s how you make
your retirement years
financially secure
JOHN RAWLING

More and more Australians are
living into their 90s and beyond.
Those who retired at 60 will
have to potentially fund 30 or
more years of retirement. This
challenge becomes even more
acute when interest rates are low.
At present the official rates are just
1.5 per cent.
It is surprising how many retirees have no idea of the amount
they spend each year, or how long
their savings will last. But when
you have stopped working, these
numbers are very important.
Paul Keating introduced compulsory superannuation in 1992 so
most Australians will have at least
25 years of superannuation sav-

ings available to them. The average superannuation balance for
males when they retire is $271,000
and for women $157,000. Invested
at 3 per cent, these two figures
yield only $8100 and $4710 a year.
No wonder, most Australians are
underfunded when it comes to retirement.
If you are nearing 70, here are
10 things you should have done —
or should do shortly — to make
your retirement years as financially secure as possible.
Know how long your savings
will last: Most people find themselves underfunded in times of
prolonged low interest rates. If you
require $100,000 a year to live and
interest rates are 5 per cent, you
need $2 million in capital. If interest rates halve, you need double
the capital for the same income. If
you have to dip into your capital to
meet living expenses, have a clear
idea of how long your capital will
last. As your capital diminishes,
your interest earnings will fall
accordingly.
Clear all debt and pay off the
mortgage: This may seem an obvious thing to do and yet it is not
unusual for older people to carry
debt. Debt should be minimised,
and a clear plan should be in place

All dwelling price changes year to date
ALL DWELLINGS
% change
% change
year-on-year
month-on-month

CITY

Sydney

5.01

-0.72

Melbourne

10.10

0.52

Brisbane (including
Gold Coast)

2.75

0.07

Adelaide

3.36

0.01

Perth

-2.61

0.21

Five capital
city aggregate

5.49

*Index

to pay it off as soon as possible.
Lower your costs of living:
Successive governments have altered the asset and income tests for
aged pensions in an attempt to
make Australians more responsible for funding their own retirements. This trend is likely to
continue. Currently, 30 per cent of
retirees in Australia are self-funded, while 70 per cent draw some
form of a pension. Twenty years
ago, 80 per cent were drawing a

John Rawling is a consultant at
Joseph Palmer & Sons, aged-care
specialists.

What’s your advice to young people starting out in the asset management industry?
I think it is critical to really
understand the importance of the
role asset management plays in
people’s lives. Never stray from our
core purpose of adding value over
time through quality investing.
Working in this industry and
managing people’s money is a
privilege and people entrust us to
deliver to them. This needs to be
uppermost in your mind at all stages in your career in asset management.

What is the “growth and globalisation” plan? What economies of
scale do you expect to achieve
from the deal?
Our integration efforts are tracking ahead of expectations. We
have increased our cost synergy
target to at least $US125 million
($166m) as a result of the ongoing
successful integration efforts and
the expansion of our relationship
with BNP into the US.
As stated, more importantly, we
are very focused on delivering
growth synergies over time. We
have already seen some great
examples of this, with pre-existing
clients extending their exposure to
investment capabilities introduced
to them through the merger.
More simply put, we are driven
to prove that our belief that this
merger will be a “one plus one
equals three” opportunity, benefiting our clients, our shareholders
and our employees.
(Note: “Growth and globalisation” was the defined strategy of
Henderson before the merger with
Janus.)

How has Janus Henderson managed the cultural differences?
What has changed and what remains the same?
Importantly, our two firms
were driven by the same things,
with our clients being at the centre
of everything we do. That has
meant Janus Henderson, as a new
firm, had a strong cultural foundation as we came together back in
May 2017. As a result, not much
has had to change.
We continue to talk about and
demonstrate our client-centricity
in all that we do. As employees we
act like shareholders, and we firmly believe that we will only succeed
by acting as a team — collaboration is critical to our clients’ success, and therefore our own.
These core elements of our culture were common to both Janus
and to Henderson, and remain our
key focus as Janus Henderson.

What is your plan for Janus Henderson in the Pan Asia market?
Across the region we have assets under management worth
$US57 billion, or about 16 per cent
of assets managed globally by the
group. We have 10 investment
teams in the region and in general
we now have a stronger presence
in all key markets in Pan Asia.
Our footprint in Pan Asia for
the merged firm provides us with a
stronger platform for stronger future growth.
Pan Asia is an exciting region
for us. It has higher economic
growth, a burgeoning middle class,
significant future shifts of assets to
retirement phase, current low mutual fund penetration rates, two of
the world’s largest pension markets (Japan and Australia) and one
of the fastest-growing (China), all
combine to suggest an interesting
future.

A former Colonial First State executive is now
part of one of the world’s biggest asset managers
DAMON KITNEY

Rob Adams is the head of Asia
Pacific at Janus Henderson, the
one-year-old merger of what used
to be Janus Capital, and Henderson funds management. A former
Colonial First State executive,
Adams now finds himself inside
one of the world’s biggest asset
managers valued at more than
$US6 billion ($8bn).
Where did you start and how did
you decide to make the move to
funds management?
Given my father’s background
in financial services, I always had
an interest in the sector, which led
me to doing a business degree at
UTS. I started with MLC Investments on its graduate rotation
program back in early 1987, and
the amazing events of that year
meant I was hooked. There has
been no looking back since then.
What was your first investment?
How do you manage your own
current investments?
I was a good saver when I was
very young, then had a few “spending years”, but started a couple of
regular savings plans into managed funds soon after starting
work in the industry.
I kept them going for more than
20 years and they showed the
power of regular investing and
compounding combined, can
make a huge difference. I have had
an independent financial planner
for more than 20 years. I am timepoor, so having someone else
focus on the detail makes a big difference.

Will Hamilton is the managing
partner of Hamilton Wealth
Management, an independent
wealth manager.
HOLLIE ADAMS

Janus Henderson Asia-Pacific CEO Rob Adams in the Sydney office
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pension. Lowering your costs of
living will make funding your own
retirement easier.
Draw up a will and have good
estate planning: Dying intestate
(without a will creates) huge problems for the next of kin. Draw up a
will and keep it up to date. Make
sure your lawyer, accountant and
executers have copies and make
sure your family members know
what your wishes are.
Keep your advisers close:

be sought. These are complicated
and time-consuming exercises.
Research and financial planning
done in advance is well worthwhile. The worst time to start looking at aged-care options is when
you are in hospital and doctors say
you cannot return home. Aged
care may be funded via the rental
income from a family home but
normally only if you have accumulated other investments to assist
with the costs.
Simplify your family/corporate structures: Family companies
and trusts may be useful during
your working life but diminish in
usefulness after retirement. Consider the ongoing importance of a
trust once you have retired, and
seek accounting and legal advice
on the benefit of retaining such
structures.
Beware the next generation:
Being asked to help fund your
grandchildren’s education can be a
difficult request to turn down. Do
your best to ensure your children
have jobs and their own income
streams that enable them to fund
their own children’s education.

Client-focused culture and
Pan Asia possibilities align

example is the increase in
demand from investors wanting
to exclude fossil fuels in
portfolio selection even though
companies such as BHP and Rio
have been key investments in
portfolios across Australia.
There are many fund
managers who are rightly proud
and deserving of merit for the
way in which they have adopted
ESG and PRI into their
processes. However, they take
an ideological viewpoint,
viewing both the principles for
responsible investing PRI (the
world’s leading proponent of
responsible investment) and the
Responsible Investment
Association Australasia (RIAA)
as not going far enough. It is
important if not essential that
funds recognise and adopt the
PRI and RIAA as minimum
standards. If a fund then wishes
to bring in additional filters, that
can be its choice. It will at least
be recognised against a local
and world benchmark — and so
there is no debate on its
recognition.
I also think it is worth noting
there has also been an increase
in impact investing led by
groups like the Melbournebased Impact Investment
Group. To be precise impact
investing can be defined as
investments made into
companies, organisations and
funds with the intention to
generate a measurable,
beneficial social or
environmental impact
alongside (or in lieu of) a
financial return.
These investment trends
have been developing solidly in
the US, and recently some
Australian investor groups.
While some parts of the
market remain cynical as to
ESG, SRI and impact investing,
I believe it is here to stay — and
is a growth area.

will.hamilton@hamiltonwealth
.com.au

-0.12
Source: CoreLogic

Make sure your lawyer and accountant know each other and
understand their roles with regard
to your financial affairs. Ideally,
both should be younger than you.
If your financial advisers are older
than you, ask them to suggest colleagues to replace them.
Maximise the value of the
family home: Most homeowners
in most states are enjoying higher
house prices (see table). Explore
options of selling your home,
downsizing and funding your retirement through the proceeds.
Retirees who work part-time can
still make super contributions,
which attract lower tax rates.
Retirement living: Have a
good understanding of what options are available to you with regard to retirement homes. Many
people find retirement homes give
them peace of mind, but there can
be large financial commitments
involved. Retirement living is a
lifestyle choice, but it can come at a
substantial price.
Aged care: Whether you end
up receiving care in your home or
in a residential facility, the costs of
aged care can be large. An ACAS
assessment must be done and a
Centrelink form completed before
a spot at an aged-care facility can
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Your best and worst stock picks?
My best “picks” have probably
been the shares in the last two
companies (Janus and Hender-

son) I have worked for, along with
some managed funds I have stuck
with for long periods of time. My
worst picks have been a couple of
private equity plays that simply
didn’t work.

