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Uni t One

Ethical Investhent

Ethical investment (sometimes referred to as green, social-
ly responsible or conscious investment) comes from the desire to
ensure that an investor s investments are working in the same
direction as an investor s ethics . For many people this means
Investing in investments that protect the natural environment
while contributing to a just and sustainable human society .

Ethical investment has two sides:

* avoiding unethical investments which damage others or

the environment;

* promoting environmentally and socially responsible in-

vestments such as green and sustainable technologies .

The contemporary origins of the ethical investment indus-
try began in protests against the militarism of the Vietnam War
and the anti-apartheid movement prominent in the United
States during the 1960s. The movement has grown markedly
since the 1970s, though the focus since the late 1980s has pro-
gressively altered to encompass and emphasize an ethic of envi-
ronmental responsibility .

World-wide, ethical investments span the full gamut of in-
vestment options alongside their conventional ( non-ethical)

1



counterparts, including banks . Both Europe ( particularly the
UK) and North America have a strong and well-established eth-
ical investment product range giving investors a large selection
to choose from . The size of the ethical investment funds man-
agement industry is difficult to quantify precisely——partly due
to questions of definition . In the UK, for instance, it is esti-
mated at around three billion pounds .

Whilst in the United States estimates stand at US 3 bil-
ion, with some commentators suggesting” ethically screened”
nvestments account for over US 2 trillion in mutual funds
the equivalent of Australia s unit trusts) . In Australia, ethical
investment at around 1 billion represents only a small fraction
of the financial services sector . Australian Ethical Investment
Ltd . is Australia s only funds manager dedicated exclusively to

environmentally and socially responsible investment .

The AEI s Ethical Charter provides the foundation for un-
matched ethical credentials which, when linked to the strong
financial arguments in support of unit trusts and other managed
Investments, provide added value for your investment savings .

AEI has a greater range of investment opportunities . Put
simply, itsall to do with not putting your eggs in one basket
Diversification (see below) is a part of the advantage . Howev-
er, AEI has also developed an extensive contacts network of
genuine ethical investment opportunities, not normally availa-
ble to the public .

AEI reduces risk through diversification . Having more in-
vestment possibilities enables risks to spread; a very sound prac-
tice in the event that an individual investment (or even an en-
tire sector or asset class) fails to adequately perform . If an in-
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Unit One Ethical Investment

vestor holds only a small selection of shares, for example, a fall
in value could be disastrous if it represents a significant propor-
tion of their investment portfolio .

AEIl is a professional investment specialist . Intensive stock
research and analysis is a fundamental necessity, too often
skimmed over by all but the most dedicated and skilled individ-
ual investor . Enterprise inspections and interview of company
executives are undertaken along with appraisal of government
policy changes which can impact upon market segments . The
benefit of full-time, regular monitoring of all investments is an-
other important feature (for peace of mind), especially in vola-
tile share-type investments .

AEI offers administrative simplicity . Complementing on-
going investment review, unitholders can be assured the more
harrowing details of capital gains tax calculations and share is-
sues, imputation credits and dividend reinvestment plans are
kept up-to-date and itemised along with AEI s six-month distri-
butions and annual summary . Since all the investment manage-
ment paperwork is completed for you, your tax return is greatly
simplified .

Recent research indicates that direct share market inves-
tors tend to make decisions about investments based on past,
not current, performance . In times of market turbulence then,
individual investors may buy when the market is up and sell
when it has bottomed with devastating effect on overall re-
turns . In contrast, careful asset allocation and diversification
can dampen short-term fluctuations——exactly what is expec-
ted of AEI s ethical investments which are geared toward achie-
ving performance benefits over longer-term time horizons . This
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makes it ideal for superannuation: for investing for your retire-
ment .

Australian Ethical Investment Ltd . invests in over 80 indi-
vidual investments in the four unit trusts . The spread of invest-
ments increases the long-term security of the trusts . Our invest-
ments cover large and small enterprises, long- and short-term as
well as the asset classes of interest bearing securities, equities
(shares) and property . They include renewable energy, recycling,
permaculture, eco-tourism, pollution reduction, health care
and non-profit organisations .

The unit trusts are:

Australian Ethical Income Trust

This trust has a portfolio of capital stable, interest bearing
securities of short-, medium- and long-term duration .

Australian Ethical Balanced Trust

This Trust was formerly known as the Australian Ethical
Investment Trust .

It has a balanced portfolio of short-, medium- and long-
term investments .

Australian Ethical Equities Trust

This trust has a diversified portfolio of equity investments
including longer-term, unlisted shares, and in the future, inter-
national shares .

Australian Ethical Large Companies Share Trust

This trust has a portfolio of equity investments mainly in
large domestic, and soon, international listed companies .

A unit trust is an arrangement between a group of investors
and @ Responsible Entity’ like Australian Ethical Investment
Ltd . Money is provided by investors and is held by the Respon-
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Unit One Ethical Investment

sible Entity or its appointed Custodian according to conditions
set out in the trust s constitution . In AEI s case, the pool of in-
vestor savings is intended to generally create a more fair and
sustainable society .

The Responsible Entity invests the trust funds and keeps
the trust s records . Investors receive rights to the financial ben-
efits flowing from these investments, less fees and expenses
paid to the Responsible Entity as set down in the trust s consti-
tution . Australian Ethical Investment Ltd . manages four unit
trusts .

How does AEI find suitable investments ?Sound research is
the cornerstone of Australian Ethical s success . Opportunities
for investment usually come from three main avenues:

* The Trusts investment committee is always‘ looking-
out” for opportunities, which conform to the principles
set out in the Australian Ethical Charter . This involves
an ongoing review of companies traded on the stock ex-
change and ad hoc reviews of companies about to

“ float” .

* Unitholders in the Trusts, shareholders in the manage-
ment company or even interested parties, when they
come to know of a project or business they believe war-
rants our attention, contact the office to suggest a full
analysis be undertaken .

* A rapidly growing avenue to profitably assist ethical
endeavours comes from proposers of projects directly
approaching us or from government instrumentalities
or their related business consultants advising us of an
Impending opportunity .



Ethical investment practices cannot be simply* set-and-for-
get” . They require exactly the same disciplines as conventional
iInvestment decision-making, especially when participating in
the share market . Businesses mature, operations go through cy-
cles, management styles change, takeovers and mergers occur .
For these reasons, it is important to monitor the progress of
any investment, and particularly one which takes account of
the ethical dimension .

Australian Ethical Income Trust conducts ongoing financial
investigation matched at vregular intervals with ethical
reappraisal s . When financial or ethical parameters stray from
preconceived courses, the decision to divest or sell the asset
may be made . Whereas some latitude is possible in financial
matters, sales may be slower than anticipated, developing the
technology may take longer . If the investment no longer meets
our ethical charter, then we will act to correct this swiftly .

Australian Ethical Balanced Trust aims to manage the Aus-
tralian Ethical Balanced and Income Trust so that total return
to members should significantly exceed the inflation rate .

Given the historically better performance of equity invest-
ments over fixed interest and property alternatives, the Aus-
tralian Ethical Equities Trust and Large Companies Share Trust
should over the medium to long term, provide a greater return .
However, the year to year movements, up or down, for these
Trusts are likely to be greater than for Australian Ethical Bal-
anced and Income Trusts .

Investors in all trusts, except the Australian Ethical In-
come Trust, will receive franked dividends as well as ordinary
income from their investments in the trusts . Franked dividends
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Unit One Ethical Investment

reduce your tax liability because the tax on them has already
been paid . In addition, any capital gain that an investor may
make on the value of units is not taxable until it is realised .
Superannuation offers the following taxation advantages:
. Employer and self-employed persons contributions
(from pre-tax income) will generally be taxed at 15%
when received . For most people this will be less than
their marginal income tax rate .
* Lump sums rolled over into Australian Ethical Superan-
nuation will, generally, not be taxed until those bene-
fits are withdrawn .

* Accumulation and rollover earnings are taxed at 15%
and in some cases less because of franking credits .

* Earnings within a pension account are generally tax-
free .

*  Employers and self-employed persons can claim a tax
deduction on contributions, subject to an annual limit .

——from http:// www austethical .com au

1. thical adj of morals or moral questions ;

ethics n moral correctness
ethic n system of moral principles; rules of conduct

2 . sustainable adj ; ;

3 . militarism n The tendency to regard military efficiency as
the supreme ideal of the state, and to subordinate all other
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Interests to those of military ; ( )

4 . anti-apartheid movement

.alter v to change; to become different or modified ;

ncompass Vv to include or comprise sth

. pan v extend over or across sth; stretch across X

( ),

8 . gamut n complete range or scale of sth ;

10

11
12
13

14 .

ounterpart n person or thing that corresponds to or has the
same function as sb or sth else

e g . he sales director phoned her counterpart in the other
firm, i .e . the other firm s sales director .

.quantify v express or measure the quantity of (sth)

( )
e g . he cost of the flood damage is impossible to quanti-
fy .

. whilst conj while

.commentator n a person who comments

. credentials n qualities, achievements, etc that make one
suitable; qualifications ( )

ector n part or branch of a particular area of activity, esp
of a country s economy ( ) . { )

e .g . financial panic has quite often been a prelude to a
crisis that extended beyond commercial activities into
sectors of consumption and capital goods industry .
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15

17

18
19

20 .

21
22

23

24
25

26

27

28
29

. asset n property :
16 .

portfolio n set of investments (e .g . stocks and shares)
owned by a person, bank, etc ( )

( )

.appraisal n (act of) appraising sb' sth; valuation ;

.impact upon v have an effect on sth
.volatile adj (of trading conditions, etc) likely to change

suddenly or sharply; unstable ( )

omplement v combine well (and often contrastingly) with

(sth) to form a whole ( ) ( )
e .g . s business skill complements her flair for design .

.harrowing adj very distressing
.dividend n share of profits paid to share-holders in a com-

pany

.itemise v give or write every item of (sth)

. devastating adj very destructive ;
.dampen v make (sth) less strong; restrain ( )

. fluctuation n rising or falling; changing irregularly (

)

. superannuation n (money paid towards a) pension that one

gets when one retires

. interest bearing securities
.equities n ordinary stocks and shares that carry no fixed in-
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30 .

31
32
33

35

36

37

38

39

40

41

42

terest ( )
cotourism n
e .g . he hotel is a controversial experiment in so-called ec-
otourism . Its backers hope to bring in money to help
fund efforts to save the panda .

. unlisted shares
.entity n thing with distinct and real existence
. custodian n person who takes care of or looks after sth

.constitution n any established arrangement or custom

.pool n common supply of funds, goods or services which

are available to a group of people to be used when needed

.avenue n way of approaching or making progress towards

sth :

.ad hoc (made or arranged) for a particular purpose only;

special

. warrant v justify to deserve
. instrumentality n means ;

.impending adj about to happen; imminent ;

. takeover n act of taking control of a company by buying

most of its shares ( )

.merger n joining together (esp two commercial companies)

, ( )
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E &

45

46
47
48

49 .

. reappraisal n re-evaluation
. parameter n
(1) quantity that does not vary in a particular case but does
vary in other cases ;
(2) haracteristic or feature; limiting factor or characteris-

tic; limit :
.divest v take away (sb s power, rights, responsibility, etc)
( )
. franked adj
.marginal adj small; slight ;
Aump n sum ;
pension nsum of money paid regularly by the state to peo-
ple above a certain age and to widowed or disabled people,
or by an employer to a retired employee ; ;
7. Notes_
thical investment ( )

e g. he latest craze to be imported from America is for
“ ethical investment” . Almost every week, there seems
to be a new unit trust launched which promises to in-

vest your money only irf socially-screened” firms .

.unit trust n investment company that invests the combined

contributions of its members in various securities and pays
them a dividend (calculated on the average return from
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these securities) in proportion to their holdings
( :
)

.unitholder n

ntensive stock research and analysis is a fundamental neces-
sity, too often skimmed over by all but the most dedicated
and skilled individual investor .

But( prep): except; apart from; other than

e g . othing but trouble will come of this plan .

apital gain(s) tax ; (

1986 :
, )
capital fund ;
capital income
capital input
capital stock certificate ;
capital tax (

capital transfer

capitation tax
. ax return statement of personal income, etc, used for calcu-
lating the amount of tax to be paid

tax collection

tax bureau

tax clause

12



