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Investment Process: ESG Overview
A structured, engaged and measured approach 

• We believe that Environmental, Social, Governance (ESG) in Asia is generally not as bad as perceived, and ESG in Developed Markets, 
including Australia, is generally not as good as perceived. The gap is smaller than investors think. 

• The Ellerston Asia Growth Fund (Hedge Fund) (Ellerston Asia) is a new economy centric portfolio. The ESG issues we face are therefore 
different than those facing a typical domestic or emerging market (EM) portfolio. 

• Ellerston Asia has developed a proprietary, structured and measurable approach to ESG which is embedded in the investment process and 
has been since inception. Our multi-step approach to ESG is shown below.

• We have a DIY approach to ESG given our time on the ground and Asian language capabilities. We use third party ESG providers for initial 
screens and ESG risk measurement across portfolios and markets.*

* We use Bloomberg for initial ESG screens, Sustainalytics for ESG measurement and iSS for voting recommendations. All other steps are proprietary to Ellerston Asia and Ellerston Capital. 
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Investment Process: ESG Screening
Negative sector screens

• Ellerston Asia has negative screens in place for the sectors listed below. 

• A 0% revenue threshold is used for significant harm sectors and a 5% revenue threshold is used for the other negatively screened sectors. 

Sector Revenue Threshold
Tobacco Production1 0%

Armaments & Weapons2 0%

Tobacco Distribution 5%

Coal 5%

Gambling 5%

Palm Oil Production 5%

Nuclear Energy 5%

Pornography 5%

1. Tobacco exclusions refer to the production of tobacco, manufacture of Nicotine alternatives and tobacco-based products.
2. Weapons exclusions refer to the development and production of controversial weapons, including, nuclear weapons.
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Investment Process: ESG Screening
Proprietary Stock screens

ESG score Environment Social Governance Overall score 

+1 

Must meet all two of the 
following criteria: 

1. Formal environmental 
policy 

2. Improved 
environmental related 
disclosure 

Must meet all five of the following 
criteria: 

1. Annual CSR report 
2. Social participation 

(community spending as % of 
PBT > 0) 

3. Whistle blower or conflict 
resolution policy 

4. Modern slavery policy 
5. Does not operate in a sin 

sector 

Must meet all four criteria: 
1. Board diversity: at least 10% 

women representation on 
the Board  

2. Board independence: 
Chairman and CEO roles 
separated 

3. Board independence: at least 
1/3 of Board independent 

4. No legal proceedings brought 
against a Board member 

Must score a 1 in each of the three 
ESG categories 
 
 
 
Top 5% of MXASJ 

0 

Must meet at least one of three 
of the following criteria: 

1. Formal environmental 
policy 

2. Improved 
environmental related 
disclosure 

Must meet at least one of the four 
following criteria: 

1. Annual CSR report 
2. Social participation 

(community spending as % of 
PBT > 0) 

3. Whistle blower or conflict 
resolution policy 

4. Modern slavery policy 
 

Must meet at least one of four 
criteria: 

1. Board diversity: at least one 
woman on the Board  

2. Board independence: 
Chairman and CEO roles 
separated 

3. Board independence: at least 
1/3 of Board independent 

4. No legal proceedings brought 
against a Board member 

Score a 0 or 1 in each the three ESG 
categories 
 
 
 
85% of the MXASJ 
 

-1 

Must meet all of three of the 
following criteria: 

1. No environmental policy 
2. No improvement in 

environmental related 
disclosure 

Must meet all four of the following 
criteria: 

1. No annual CSR report 
2. No social participation 

(community spending as % of 
PBT = 0) 

3. No whistle blower or conflict 
resolution policy 

4. No modern slavery policy 
 

Must meet all three criteria: 
1. Board diversity: no women 

on the Board 
2. Board independence: 

Chairman and CEO roles not 
separated 

3. Board independence: no 
independent Board majority 

Or 
Legal proceedings brought 
against a Board member 

Total score -1 or less or operates in a 
negative screen sector 
 
 
 
Bottom 10% of MXASJ 
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Investment Process: ESG Scoring
ESG matrix as part of deep dive analysis



• Our Conviction Scorecard is a series of quantitative filters, qualitative assessments and knock outs. Stocks must have a score of 5 of 
greater to be considered for the portfolio. 

• Stocks with a score of -1 on ESG are “knocked out” of the process and are not eligible portfolio inclusion even if they have a score of 5 or 
greater on the other metrics. 
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Investment Process: ESG Integration
ESG score is integrated into investment process 

3 Year EPS growth. Score of 0 to 3. <10% EPS = 0, 10-20% = 1, 20-30% = 2, > 30% = 3. 

Upside to 3 year Price Target. Score of 0 to 3. <50% = 0, 50-75% = 1, 75-100% = 2, >100% = 3. 

Score of 0 or 1. 0 for unattractive industry, 1 for attractive.  

Score of 0 or 1. 1 if the stock fits one of the 4 thematics. 0 if no thematic fit. 

Score of -1 to +1. Knocked out for poor management. 

Score of -1 to +1. Knocked out for poor ESG. 
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Industry 
Structure

Thematic
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ESG Measurement
Portfolio ESG risk vs benchmark

• ESG Measurement using Sustainalytics data shows that our ESG process is effective in reducing ESG risks. 

• The prevalence of Severe ESG Risk in Ellerston Asia is zero versus the benchmark at 5%. 

• There are no companies in the Ellerston Asia portfolio with a Sustainalytics Category 5 ESG risk event. 

Overall ESG Risk Rating Ellerston Asia vs MSCI Asia Ex Japan

Source: Ellerston Asia. Portfolio as of January 31, 2023. 29 out of 34 (85%) stocks in the portfolio are rated by Sustainalytics. 1,131 stocks out of 1,338 stocks in the benchmark (96%) are rated by Sustainalytics. 
The unrated stocks are primarily A shares.  



• Measurement using Sustainalytics data shows that our ESG process is effective in reducing carbon risk in the portfolio.

• The prevalence of High/Severe Carbon Risk in Ellerston Asia is lower than in the benchmark. 

• The carbon intensity of the portfolio is significantly lower than the benchmark. 

• The portfolio has 82% less exposure to Fossil Fuels than the benchmark, 0% stranded assets and 13% stronger management of carbon risk 
that the benchmark. 
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ESG Measurement
Portfolio ESG risk vs benchmark

Source: Ellerston Asia. Portfolio as of January 31, 2023. 29 out of 34 (85%) stocks in the portfolio are rated by Sustainalytics. 1,131 stocks out of 1,338 stocks in the benchmark (96%) are rated by Sustainalytics. 
The unrated stocks are primarily A shares.  

Overall Carbon Risk Rating Ellerston Asia vs MSCI Asia Ex Japan Carbon Intensity (tCO2e/Mil USD) Ellerston Asia vs MSCI Asia Ex Japan 



• Ellerston Asia has had over 1,500 company/expert contact points since inception providing opportunity for engagement on ESG issues. 

• From inception to 30 June 2022, Ellerston Asia voted over 1,000 resolutions. In 2022, we voted in 235 resolutions including 3 votes Against. 

• Lack of disclosure is a significant issue for ESG analysis in Asia and encouraging companies to improve the quality, quantity and frequency 
of ESG disclosure underpins all our ESG engagement efforts. 

• Every year we refresh our ESG engagement priorities for the coming year. 
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Investment Process: ESG Engagement
Voting and Annual ESG Review

Source: Ellerston Asia.  

Governance Social Environmental

Boards lacking in independence

Boards lacking in diversity

Founders still majority shareholders

Chairman/CEO roles not separate 

Weighted Voting Rights

ADR voting rights and structure (VIE)

Modern slavery in the tech supply chain

Data and privacy for big data, cloud computing and 

internet companies

Ethical considerations and gender bias in AI

Online gaming addition

Discriminatory marketing and labelling by consumer 

companies

Mis-selling of financial products

Reliance Industries spin off of Energy and 

Petrochemicals business

Use of renewables to power cloud computing

Carbon footprint of vertically integrated e-commerce 

and logistics companies

Paper and packaging waste for consumer companies

Recent ESG Issues and Engagement Priorities Identified
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Our Own Credentials 
Walking the talk

• Ellerston Asia has been certified as a Responsible Investment by RIAA.

• Ellerston Capital has been recognised as a leading responsible investor by RIAA.

• Ellerston Capital is a signatory to the Principles of Responsible Investment. 

• The Asia team is represented on the Ellerston Capital ESG Committee.

• Our team is highly diverse. 



Disclaimer

This presentation is issued by Ellerston Capital Limited (ACN 110 397 674) AFSL 283 000 (Manager or Ellerston Capital) as the responsible entity of the Ellerston Asia Growth Fund (Hedge Fund) ARSN
626 690 686 (Fund). The Manager has made every effort to ensure that the information in this presentation is accurate. However, its accuracy, reliability or completeness cannot be assured. To the
maximum extent permitted by law, the Manager does not accept any liability for any error or omission or for any loss or damage suffered as a result of others acting on the basis of the information
contained in this presentation. Copyright in this document is owned by the Manager. Its contents are confidential and may not be copied, reproduced or embodied in any other document or
distributed to a third party without the prior written consent of the Company and the Manager.

This presentation does not constitute an offer of interests in the Fund . You should not rely on this presentation if or when deciding whether or not to make an investment in the Fund. This document
must not be circulated and is confidential in nature. By accepting this document you are agreeing to comply with such confidentiality requirements.

This presentation has been prepared without taking into account any investor's objectives, financial situation or needs. An investment in the Fund carries potential risks and fees which are described
in the Product Disclosure Statement (PDS). An investor should, before deciding whether to invest in the Fund and consider the appropriateness of it, having regard to PDS (which can be obtained by
contacting the Manager. This presentation is for general informational purposes only and is not intended to be a definitive statement on the subject matter.

Neither the Manager nor any other person guarantees the investment performance, earnings or return of capital invested in the Fund. The information provided in this document is current only as at
the date indicated on this document and is subject to change without notice. This document is not necessarily exhaustive of the relevant subject matter. This material has been prepared based on
information believed to be accurate at the time of publication, including actual and estimated returns. Past performance of the Manager is not indicative of future performance. Assumptions and
estimates may have been made which may prove not to be accurate. The Manager undertakes no responsibility to correct any such inaccuracy. Subsequent changes in circumstances may occur at
any time and may impact the accuracy of the information. To the fullest extent permitted by law, none of the Manager, Fund nor any member of the Ellerston Capital Group of companies makes any
warranty as to the accuracy or completeness of the information in this document and disclaims all liability that may arise due to any information contained in this document being inaccurate,
unreliable or incomplete.

This presentation is not available to persons for which it would be a contravention of a law to provide or offer interests in the Company. By attending this presentation, or reading this document, you
are representing that you are not such a person.

The Certification Symbol signifies that a product or service offers an investment style that takes into account environmental, social, governance or ethical considerations. The Symbol also signifies
that the Ellerston Asia Growth Fund (Hedge Fund) adheres to the strict disclosure practices required under the Responsible Investment Certification Program for the category of Product Provider. The
Certification Symbol is a Registered Trade Mark of the Responsible Investment Association Australasia (RIAA). Detailed information about RIAA, the Symbol, EAGF’s methodology, performance and
stock holdings can be found at www.responsibleinvestment.org, together with details about other responsible investment products certified by RIAA.1

1 The Responsible Investment Certification Program does not constitute financial product advice. Neither the Certification Symbol nor RIAA recommends to any person that any financial product is a
suitable investment or that returns are guaranteed. Appropriate professional advice should be sought prior to making an investment decision. RIAA does not hold an Australian Financial Services
Licence.
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