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Welcome to the Spring 2020 edition of our Not-For-
Profit Investment Update. This is our first publication for 
2020 and we think a timely one considering all that has 
happened during the first half of 2020. 

In this edition, we discuss how Environmental, Social and 
Governance (ESG) issues are becoming more important in 
the investing landscape and what NFPs should consider to 
best reflect an organisations ongoing values and mission.

We also look at the 2020 Australian Communities 
Report, the impact of low interest rates on bonds, why a 
NFP should have a CHESS account and highlight some 
important community initiatives aligned with the Morgans 
Foundation.

Please contact your Morgans Adviser if you would 
like any further information on topics discussed in 
this publication.
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Wellbeing and the ‘S’ in ESG

Morgans has a specialist business unit focusing 
on delivering innovative and tailored investment 
solutions to the Not-for-Profit sector. We are a 
leading adviser network across equities as well 
as listed and unlisted fixed interest products. 

Morgans Not-for-Profit expertise

As an industry specialist, we focus on cross asset class solutions drawing on a broad 
range of capabilities across:

 § Equities and listed property / real estate investments 

 § Fixed interest securities, such as government and corporate bonds

 § Cash and term deposits.

In addition, considerable industry support is provided so as to increase investor 
awareness of the available options outside of traditional managed funds and bank 
deposits.

Our clients include:

 § Charities and foundations

 § Universities and schools

 § Institutional fund 
managers

 § Superannuation funds

 § Aboriginal trusts

 § Private and public 
companies

 § Insurance companies

 § Councils

 § Industry bodies

 § Government and other 
statutory bodies

 § Financial institutions

 § Religious organisations

 § High net worth individuals

We are investment specialists offering:

 § Global economic analysis

 § Market strategies

 § Dedicated fixed income coverage

 § Award winning research analyst team covering over 300 ASX companies

 § Investment advisers, simplifying and educating NFPs on actively managed risk 
assessed portfolios.
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ESG – aligning investing and ethical values

Type “ESG” in Google and you’ll find a plethora of 
articles ranging from definitions to various investment 
strategies proposed by different fund managers. This 
piece discusses the concept of ESG negative screening 
and how to utilise it effectively within a Not-For-Profit 
or ESG focused investment portfolio.

It is a common misconception that the performance of 
an ESG considered portfolio will often underperform a 
non-ESG portfolio, as the exclusion of some prominent 
index incumbents (due to non-financial reasons) will limit 
the investment choices and therefore impact financial 
returns. The recent outperformance of sustainable and 
ESG focused funds during the COVID-19 pandemic has 
demonstrated that a focus on responsible investing can 
provide increased returns at the same time as aligning 
with an investor’s values or ethical mandates.

As the financial world comes to grips with these 
new investment mandates, investors are sometimes 
overwhelmed by this added layer of complexity which 
is far from a standardised, cookie cutter type strategy. 
ESG investing may need to take into account both ethical 
considerations (social activism, peace of mind) and 
financial considerations (such as index tracking or alpha 
generation). 

These days, tools that allow effective ESG portfolio 
screening may highlight more questions than answers. 
Traditionally, a screen will exclude stocks according to a 
specific concern e.g. a company involved in the selling 
of alcohol and tobacco products. The question is of 
course…is this automatically a reason to exclude it? The 
answer could be yes or no depending on the underlying 
principles of the investor. 

A new evolving way to look at building an ESG focused 
portfolio is simply not to exclude a stock because it may 
receive a cross (such as in the example mentioned), but 
to look at the ESG foundations of the company. The focus 
should be on the way in which a company manages ESG 
issues. Investments therefore tend to be in companies 
that are expected to be exposed to less risks in the future 
with regards to fines, lawsuits and reputational damage.

These considerations will often lead to a robust discussion 
with your adviser. Rather than using a negative screen to 
automatically exclude certain stocks, this process actually 
ignites a conversation around what aspects of ESG 
investing are important to you as an investor, why they 
are important and how best to reflect these values in your 
portfolio. 

Common elements of ESG investing include climate 
change, renewable energy, fair wages, workplace 
diversity, political donations and corruption (and this is just 
the tip of the proverbial iceberg!) 

We encourage our clients to discuss any concerns that 
they may have around these issues. 

Your Morgans Adviser can run your current (or 
proposed) portfolio through the Sustainalytics ESG 
Screening Tool which will produce a framework 
for you to base your ESG and responsible investing 
considerations on.

Brad Burns 
Branch Manager 
– Morgans  
Edward Street
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Morgans partners with Sustainalytics.

Sustainalytics, is an ESG provider and Morgans have engaged with them to provide an ESG screening platform that 
provides support for any ESG related investment decisions. This service includes providing ESG risk ratings for ASX 
300 companies, negative screening of client portfolios to exclude certain issues from a portfolio (26 screening issues 
available such as tobacco, gambling) and high-level portfolio ESG risk rating comparisons.

If you would like further information on how you can integrate ESG screening into your investment decisions,  
please contact your Morgans Adviser.
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Karyn Ferguson 
Manager – Fixed Interest

During this unprecedented COVID-19 lockdown period, 
many people have been spending time researching 
‘everything’ including charitable giving and may still 
want to support their favourite charity, but how with 
reduced cashflow? The current economic environment 
of business lockdowns, reduced trade and all time low 
interest rates may result in lower or deferred income 
for investors and therefore impact cash donations to 
Not-For-Profits (NFPs). A potential solution could be to 
donate shareholdings in their investment portfolio via 
Off Market Transfers to their charity of choice.

Investors have various avenues for guidance on how 
or why to give shares as a donation or bequest via 
accountants, financial planners, advisers and estate 
planning lawyers. However, are NFP’s ready to receive 
these important share donations?

NFPs have bank accounts ready to receive cash donations 
however not all have a share trading account ready to 
receive share donations or bequests. NFP’s require an 
Investment Strategy outlining their ability to accept shares 

but few have implemented the strategy and set up a 
trading account ready to receive: could this be a missed 
opportunity?

As noted by the Australian Securities Exchange (ASX), 
having a Clearing House Electronic Sub-register System 
(CHESS) allows for holdings of securities (shares) in 
the organisation’s name to be maintained in one single 
account. Once you have a share account established in 
the name of your NFP, your financial adviser or Broker can 
organize a Holder Identification Number (HIN). Donors and 
bequests then have the ability to transfer holdings directly 
to your HIN. Issuer sponsored shares can also be added 
to your HIN. Having a HIN may also provide confidence to 
the donor or bequest that the holdings are being received 
by the correct NFP.

In the current environment of potentially reduced cash 
you might want to consider other options to make it easy 
to receive donations and bequests by all means possible. 
Contact a Morgans Adviser for more information.

Share donations  
– a missed opportunity for NFPs?

Lynda Woods 
Private Client Adviser

We all know that the world is changing at a rapid 
pace and this has seen a flow-on impact to the way 
that society is thinking about charitable giving. 
Social media, technological change and our day to 
day cost of living means that Not-for-Profits need to 
think differently to ensure they remain relevant to 
this new socially conscious generation and also the 
way that Not-for-Profits then invest their funds to 
continue to benefit their ongoing mission and values.

According to the 2020 Australian Communities Report, 
Australian givers are looking for a more personalised 
experience and to build relationships with organisations 
that they donate to or partner with. This may mean being 
practically involved in the organisation (volunteering) or 
even as simple as understanding the impact that their 
donation makes.

The 2019 Community Trends Report shows that 
Australians are looking for transparency and impact from 
charitable organisations. The key issue that Australians 
want transparency over is administration costs with 
seven in ten Australian givers rating this as an extremely 
important charity essential. Most believe that charity 
administration costs should comprise 20% or less of the 
organisation’s total revenue. For those younger Australian 
givers, having a website is also seen as an important part 
of the engagement and communication process when 
dealing with a charity.

The report also highlighted how much the cost of living 
is impacting on Australians’ ability to donate to charities. 
More than half of Australian givers agree that the cost of 
living and changes to housing prices have significantly or 
somewhat decreased their ability to give to charities.

Some key takeaways from these reports that NFPs should 
consider:

 § Focus on local causes as Australians prefer to support 
charitable organisations with a local/national focus

 § Consider how your charity can highlight a specific issue 
that people can directly donate to, rather than just 
raising awareness generally of an issue

 § Ensure you can provide givers with a detailed 
breakdown of where donations are allocated

 § Consider how you currently report on the impact 
donations are having on your charity’s goals and 
mission, can you improve or change the way you 
report?

 § Simplify your organisation’s mission and ask “will this 
help achieve our purpose?”

 § Where possible, invest in developing effective leaders 
and communicate leadership wins of the organisation 
to donors.

Australian Community Trends – the new socially 
conscious generation and the impact on NFPs
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Morgans Foundation – making an impact on 
Youngcare through housing technology

Youngcare is a Not-for-Profit organisation 
spearheading positive change in the country’s 
disability landscape. There are currently over 
28,000 young people with high care needs requiring 
specialist disability accommodation across Australia. 
These individuals are living in inappropriate and 
unacceptable housing and in most cases without 
specialist care. Many are without essential support 
or life-saving equipment and are caught up in the 
overwhelmed public health system that does not 
address their needs.

Youngcare believes strongly that every young person with 
high care needs should have the right to live in a home 
that fully supports his/her needs and allows them the best 
opportunity to live a life with dignity and independence. 

This year, the Morgans Foundation is sponsoring a three-
year initiative with Youngcare to assist with technology 
solutions in Specialist Disability Housing. This funding will 
assist with the below:

 § In 2020, Youngcare will complete four specialised 
housing developments in Queensland at Chermside, 
Townsville, North Lakes and Wooloowin. These 
developments will provide an outstanding opportunity 
for young people living with a disability to live a young 
life and be fully integrated into suburban living. 

 § With each of these builds, Youngcare have discovered 
that there is a need to provide extra revenue to ensure 
that technical automation can be enhanced within 
resident rooms and shared living areas. 

 § The grant from the Morgans Foundation will assist 
Youngcare residents to live with independence, choice 
and dignity in their own home and exit more people out 
of aged care and inappropriate circumstances.

Additionally, Youngcare provides a free phone service 
called Youngcare Connect which provides a lifeline to 
thousands of individuals and their families every month. 
Many of the callers are in crisis, seeking an immediate 
solution to an often distressing family situation. In the 
most critical cases we look to provide a housing solution 
to suit their needs. It will be these individuals that the 
Morgans Foundation will support.

Morgans is proud to support this important community 
initiative and if you would like more information please 
refer to the Youngcare website: 
www.youngcare.com.au/what-we-do/housing/
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Youngcare  
Giving Day

24 September 
2020

All donations will 
be DOUBLED for 
one day only!

Visit  
www.charidy.
com/youngcare  
for more 
information.
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Bonds – impact of low interest rates on bonds and 
portfolio construction

When constructing a portfolio, investors should diversify 
bond holdings across maturity profiles and issuers 
(if appropriate). The combination of bonds would be 
determined by the investment mandate and investment 
objectives, e.g. income, risk profile etc.

Bonds provide two sources of return (and risk); income 
and capital appreciation (or loss), with stable, regular 
income being one of the main reasons to invest. During 
times of economic downturns, central banks around the 
world reduce interest rates to stimulate the economy.  
This pushes down bond yields/income, sending prices 
higher as existing bonds with higher yield will attract 
greater demand than newly issued bonds with lower 

As interest rates have moved lower, the offsetting 
positive performance from bonds has failed to provide 
the historical buffer as equity markets sell off. In fact, as 
evidenced in Feb-Mar 2020 this relationship looks to have 
broken down completely. The prospect of more central 
banks moving into negative interest rate territory, could 
further worsen this relationship.

Investors need to consider this changing relationship 
between bonds and shares while still maintaining 
diversification across different asset classes to manage 
the risk in an investment portfolio.

coupons. Also, during these times of uncertainty, an 
outflow of capital from shares into bonds takes place, 
which in turn further boosts bond prices, offsetting some 
of the losses from shares. The least risky bonds, being 
Government bonds tend to provide a greater level of 
downside protection than more risky corporate bonds that 
tend to underperform in these times.

However, with interest rates at historical lows care should 
be taken. The inverse relationship between shares and 
bonds has been slowly weakening with the income buffer 
or yield cushion reducing, as can be seen from the table 
below:

Speak with your Morgans Adviser to learn more 
about fixed income investments and diversification.

Bonds are generally regarded as a less risky asset class than equities or shares, the least risky 
being the AAA rated Government bonds with principal and interest guaranteed. Corporate bonds 
naturally pay higher rates of interest because they carry a higher level of risk. The recent $15 billion 
issue by the Australian Government of 30 year bonds (June 2051) at a yield of ~1.94% illustrates a 
desire by all borrowers to extend the term of their debt at current low interest rates. This however 
may not be in the best interests of conservative investors who hold bonds as a defensive asset. 

Shaun Rasulov

Wealth Adviser

*Global equity = MSCI World Equity Index; global bond = Barclays Global Aggregate Treasures Bond Index; global equity and bond returns based on peak 
to trough index price change over each equity drawdown period; global bond yield = index yield at the beginning of the equity drawdown period

Source: Ardea Investment Management, Bloomberg
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31-Mar-2020 Global Equity Drawdown Global Bond Return Global Bond Yields

NOV 2007 to MAR 2009 -59% +10% 3.5%

MAY 2011 to OCT 2011 -23% +3% 2.3%

MAY 2015 to FEB 2016 -19% +4% 1.2%

SEP 2018 to DEC 2018 -18% +1% 1.5%

FEB 2020 to MAR 2020 -34% -1.1% 0.8%

Today 0.5%
The yield cushion is vanishing
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Firstly, what does wellbeing mean and how does 
Australian Unity track wellbeing for Australians?

At Australian Unity, we believe wellbeing is more than just 
physical health...wellbeing is about your standard of living, 
your personal relationships, your connection to community 
and what you want to achieve in life, while having the 
security to get out and do what makes you happy. Put 
simply, wellbeing is your overall quality of life and how 
satisfied you are with your life.

Our understanding of wellbeing is based on 20 years of 
enduring and credible research conducted in partnership 
with Deakin University. The Australian Unity Wellbeing 
Index tracks seven key areas of wellbeing that show 
how satisfied Australians are with their lives: standard 
of living; physical and mental health; achieving goals 
in life; relationships; safety and security; community 
connectedness; and future security.

How has the increasing focus on ESG by every 
day Australians changed the way that Australian 
Unity looks at wellbeing?

The idea a company should have goals beyond making 
a profit is an intrinsic part of Australian Unity’s rich 
DNA–we trace our origins back 180 years ago to a pub 
in Melbourne where a group of eight people formed a 
friendly society to look after the health and wellbeing of 
its members and families. As a mutual entity, we drive 
to invest money back into the service and solutions 
that matter most to our members, customers and the 
Australian community.

The emergence of ESG as a measurement of a company’s 
sustainability and societal impact reaffirms what we have 
prioritised and delivered over the past 180 years, while 
providing us with further impetus in the choices and 
investments we seek to make into the future.

How and why do you focus on the social impact 
or ‘S’ in ESG?

Having a positive social impact is at the core of everything 
we do and accordingly, we see the ‘S’ in ESG as a way 
of measuring our performance as a wellbeing company. 
Consequently, we’ve developed our Community & Social 
Value outcomes framework to help us understand, 

articulate and measure our social impact. The 
framework focuses our decision-making on delivering 
value, in the form of wellbeing, to our members, 
customers, employees and community.

Within the outcomes framework, we have defined three 
areas in which we will create social impact: 

 § Lifelong Wellness

 § Economic Empowerment

 § Strong Communities

An example of our contribution to our customers’ 
lifelong wellness is our Remedy Healthcare business, 
which provides a range of health and allied health 
services, including telehealth, mental health and home-
based health services. Over the past 12 months, this 
business has saved approximately $37 million in health 
costs relative to in-hospital provision and approximately 
50,000 hospital days. These outcomes benefit not 
only our members and customers, but also our broader 
society through a reduction in system costs.

Does Australian Unity have any investments 
available for Not-For-Profits that may align 
with their ongoing values and mission?

Our investments business looks increasingly to deliver 
opportunities for ESG-conscious investors, including the 
NFP sector. The Sustainable Bond Fund and Green Bond 
Fund managed by Australian Unity’s in-house Cash and 
Fixed Interest investment arm, Altius, were specifically 
designed with ESG-conscious investors in mind.

 § The Sustainable Bond Fund is an Australian fixed-
interest fund that invests in companies that not only 
meet our investment return criteria, but also conduct 
their business and apply capital responsibly, giving 
consideration to a range of ESG issues

 § Our new Green Bond Fund invests in a combination of 
green, social and sustainable fixed interest securities 
with the primary purpose of helping to lower carbon 
emissions

Our Trustees business acts as trustee of a number of 
Private Ancillary Funds and Perpetual Charitable Trusts 
that have been created from client estates. Australian 
Unity also has a Charitable Foundation where clients 
can open their own sub-fund distributing the income to 
charities of their choice.

More generally, we are aware of the impact our 
company, and those we work with, can have in terms 
of ESG; for example, our joint venture partner Platypus 
Asset Management, a boutique funds management 
business, consider ESG risk across all its strategies.

We are delighted to interview Mr Rohan Mead, Group Managing Director of Australian Unity, to 
gain insight into the importance of a person’s overall wellbeing, the increasing focus on ESG and 
investment opportunities that align with ESG conscious investors.

Australian Unity – wellbeing and the ‘S’ in ESG

Rohan Mead 
Group Managing 
Director, Australian Unity
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