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Establ ished investment consul tant ,
Evergreen Consul tants,  has released
their  latest  performance review for
Austral ian and global  equi ty funds with
Responsible Invest ing (RI)
character ist ics.  The review compares
both Austral ian and global  equi ty funds
with their  corresponding benchmarks,
as wel l  as a broad representat ion of
managed funds avai lable to Austral ian
investors.

Whi le the year to June 2024 has been
a di f f icul t  year for  act ive management,
funds with some considerat ion of  RI
pr incipals outperformed the general
universe of  equi ty managed funds over
the 6-month to end June per iod in
part icular,  whi le FY numbers remained 

broadly in l ine global ly and general ly
stronger in Austral ia.  

Across three and six month per iods to
end-June, funds with a f i rst-quart i le
Evergreen Responsible Investment
Grade (ERIG) score broadly
outperformed the cohort  of  second-
quart i le funds, whi le both f i rst  and
second quart i le ERIG rated funds
outperformed the broader peer averages
For the f inancial  year,  second-quart i le
funds outperformed both peers and f i rst-
quart i le ERIG funds global ly,  whi le in
Austral ia f i rst-quart i le funds
outperformed second-quart i le and
peers.  
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Nonetheless,  i t  is  important and
interest ing to note that  each of  these
act ively managed categor ies
underperformed their  market-cap
weighted indices ( the S&P/ASX 200
and MSCI World ex Austral ia)  over the
most recent f inancial  year.  The only
per iod where any of  the act ively
managed categor ies outperformed the
index was found in the 6-month to end-
June per iod,  where f i rst-quart i le ERIG
Austral ian equi ty funds outperformed
the index fair ly s igni f icant ly.

The disconnect between act ive and
passive management in global  equi t ies
can in part  be explained by the
astounding contr ibut ion of  the
‘Magnif icent 7’  (NIVIDIA, Microsoft ,
Amazon, Meta,  Alphabet,  Apple and
Tesla),  which generated near ly 50% of
the S&P/500’s return for  the f inancial
year.  Many managers are s igni f icant ly
underweight these stocks,  given their
extraordinary valuat ions.  Simi lar ly,
stocks such as Novo Nordisk are
general ly underweight in act ive fund
manager port fo l ios,  due to high
valuat ion.  Novo Nordisk is benef i t t ing
from the development of  the GLP-1
drugs, which are touted as the solut ion
for the global  obesi ty epidemic.  

Whi le global  investors have been pi l ing
into potent ia l ly  society-changing
technology and medicine, domest ic
investors have been loading up on the
cycl ical  g iants.  Of the S&P/ASX 200’s
total  return over the year,  about 70%
can be at t r ibuted to 8 of  the Index’s
largest companies (BHP, CBA, CSL,
NAB, ANZ, WBC, WES and MQG). 

Given an environment which ostensibly
appears poor for  banks – aggressive
interest  rate hik ing,  high inf lat ion,
anaemic economic growth – i t  was
di f f icul t  to foresee a s i tuat ion where a
stock such as CBA would become the
world’s most expensive bank! Simi lar ly,
weakness in the Chinese economy did
not forebear strong performance from
large resource companies.  As a resul t ,
act ive managers across the board have
general ly been underweight in those
stocks and have underperformed the
ASX200 as a resul t .  

From an RI lens,  many of  these AI or
banking-related companies,  wi th their
low carbon footpr ints and their  potent ia l
to contr ibute to mult ip le of  the UN
SDGs, appear more at t ract ive than they
might otherwise. As a resul t ,  i t  is  l ikely
that many RI biased funds could have
had higher exposures to those types of
stocks.

Below appears performance af ter  fees
for f i rst  and second quart i le ERIG rated
funds, as wel l  as the broad peer
universe and the corresponding index.

The ERIG Quart i le port fo l ios below are
comprised of  an equal ly weighted
al locat ion to al l  managers wi thin their
respect ive sector ’s quart i le group. The
Austral ian Managed Investments (AMI)
Equi ty Austral ia and AMI Equi ty Global
sector representat ions are maintained
by FE fundinfo and contain a universe
of 374 and 446 const i tuent funds
respect ively – providing a strong
benchmark for  managed fund
performance.  
 



In global  equi t ies,  second quart i le
managers outperformed f i rst  quart i le
funds by about 0.4% and the average
manager resul t  by near ly 0.3% after
fees for the year ended June. The
index signi f icant ly outperformed al l
cohorts.  

In Austral ian equi t ies,  f i rst  quart i le
ERIG rated funds outperformed both
their  second quart i le counterparts and 

 

the average manager by over 1.5%. 

In summary,  there is ongoing evidence
that RI does not lead to poor
performance outcomes for investors.
These resul ts cont inue suggest that ,
al though performance patterns may be
sl ight ly di f ferent to managed funds in
general ,  overal l  performance is not
impeded by a considerat ion of  RI
pr inciples.
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Source: Fe fundinfo,  Evergreen Consul tants

About the ERIG Index 

The ERIG Index aims to empower
f inancial  advisers and their  c l ients to
f ind and compare investment products
that sui t  the end investors needs and
preferences with regard to RI.  

Bui l t  using the Responsible Investment
Associat ion of  Australasia’s
Responsible Investment Spectrum as a
foundat ion,  ERIG scores are based on
al l  seven categor ies and approaches to
RI;  ESG integrat ion,  negat ive
screening, norms-based screening,
act ive ownership,  posi t ive screening,
sustainabi l i ty  themed investments and
impact invest ing are al l  scored for a 

given product regardless of  i ts  asset-
c lass or indiv idual  approach. Quart i le
scores are then provided based on the
sector a fund operates in through
combining the overal l  scores across
each approach to RI.  This al lows
investors to understand and ident i fy
products relevant to their  indiv idual
requirements.  

As opposed to focusing on holdings (a
‘bottom-up approach’  to RI analysis) ,
ERIG scores the sophist icat ion and
depth of  a fund managers investment
process i tsel f  (a ‘ top-down’ approach).
This method al lows for the evaluat ion of
managers that  take more nuanced or
f lexible approaches to RI,  for  example 



aiming to improve a company through
t ime via act ive ownership or other
strategies,  as opposed to the blunt
removal  of  companies which appear
ostensibly weak on an ESG basis -
perhaps due to their  industry or sector
-  f rom their  investment universe. I t
a lso al lows for the inclusion of  asset
classes that may be more di f f icul t  to
asses than equi t ies.  

About Evergreen Consultants

Evergreen Consul tants is a long-
standing bout ique investment
consul tant ,  commit ted to providing our
f inancial  advisory c l ients wi th both an
ecept ional  level  of  c l ient  service and
best- in-  c lass investment solut ions.  

Evergreen is an industry founder and
leader in investment consul t ing and
managed account services,  having
provided our c l ients wi th solut ions
since 2015. Over that  t ime, we have
bui l t  one of  the largest and most
exper ienced consul t ing teams in the
Austral ian industry.  

Central  to our value proposi t ion is the
tai lored approach we take to each
cl ient :  we are here to bui ld long-term,
deep and strong relat ionships that
provide signi f icant value to an
adviser ’s business.

Managed accounts are an important
ingredient in maximising the value of  a
f inancial  p lanning business, and we
are a leader in providing super ior ,
ta i lored and high performing managed
accounts solut ions for businesses. 
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DISCLAIMER

This document has been prepared by Evergreen Research Pty Ltd t rading as ERIG Index ABN 17 647
506 590 (Author ised Representat ive 001289533 of  Evergreen Fund Managers Pty Ltd ABN 75 602 703    
202 AFSL 486275) and contains general  advice only.  

The mater ia l  is  for  the informat ion purposes of  non-retai l  c l ients only.  I t  is  not ,  and is not to be
construed as,  advice or a recommendat ion to acquire,  hold or dispose of  f inancial  products or to use
f inancial  services.
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