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JULY 2022 CONTENTS From The CEO
By Rachel Waterhouse, CEO

Investor Conference 2022

We recently wrapped up Investor Conference 2022 in Melbourne, 
and it was great to meet with so many of our members.

For many of us, it was our first large conference in a few years 
due to COVID-19, lockdowns, and travel restrictions, and there 
was a detectable sense of relief that we could come together.

Apart from the informative program and inspiring speakers, 
the event gave us an opportunity to recognise through the 
inaugural ASA Awards our volunteers and the ASX companies 
that demonstrate exemplary governance. Read on in this issue 
for more information about the conference and the awards 
winners.

Thank you to all of you from across Australia who attended.

Thanks to our sponsors too because without their support and 
commitment Investor Conference 2022 would not have been 
successful.

Most of all, thank you to our organising Committee: Christine 
Haydon, Peter Rae, Steve Van Emmerik, Lelde Smits, Steven 
Mabb, and Leigh Gant. Their hard work ensured the conference 
set a very high benchmark for 2023.

Activist Investors

As you undoubtedly know by now, AGL recently decided 
to withdraw its proposed demerger, in the face of a public 
campaign in opposition by shareholder Mike Cannon-Brookes.

Fiona Balzer, Policy and Advocacy Manager, and Helen Manning, 
AGL company monitor, previously completed a significant 
amount of work to demystify the demerger and have written 
about the implications of the 15-month process and the fallout 
from its unexpected withdrawal.  

In our interactions with AGL shareholders, we found the biggest 
question was about how the Board planned to create value for 
shareholders, and to address the declines of the past five years. 
The disagreement was complex – retail shareholders had mixed 
views on whether to split the company.

In the end, the demerger was withdrawn, and AGL made changes 
to its Board and management structure, with the resignation 
of the Chair and the CEO. A strategic review was announced to 
be completed by September 2023.

Regardless of your views of the AGL demerger, the case study 
has shown how a well-resourced individual or stakeholder can 
influence change at a company level. Parallels are being seen in 
the United States, where the world’s richest man, Elon Musk, is 
making a play for Twitter and seeking to drive changes to that 
company’s operating model.

While such situations are not unheard of when it comes to 
potential takeovers, the AGL case is possibly the first time a 
stated philosophical position – the desire for climate change 
action – has driven an aggressive investment strategy through 
the purchase of a significant stake in a large company in the 
Australian market.

Is this the future of the share market?

Could we possibly see other billionaires seeking to influence 
change through strategic purchases in the future in Australia?

And how should Boards engage with their stakeholders to 
achieve a better understanding of their views while still delivering 
a strategy and meeting retail and other investor expectations 
of financial returns and shareholder value?  

Obviously, if an activist investor is arguing for a position that 
many shareholders agree with, they will gain votes that support 
the achievement of that goal. Even where there is disagreement 
about the goal, they may receive investor support where the 
company and its board have lost the trust of shareholders.  

But if they are unsuccessful, they could greatly delay a Board’s 
strategy, affect the share price, thus reducing the value of other 
investors’ holdings.

An aggressive strategy that doesn’t have broader support may 
ultimately see retail investors choosing to divest themselves of 
their holdings, rather than risking diminishing prices or returns. 
Even if the activist loses interest and gives up, the damage may 
already have occurred. Activist shareholders will be an ongoing 
feature of the Australian market, but they may not have the 
same interests as the company and its investors. Conversely, 
the Board has a fiduciary and governance responsibility to 
develop and oversee the implementation of the strategy and 
act in the best interests of the company.  

While we are encouraged by AGL’s new direction and its process 
of engagement, we will be watching the phenomenon of activist 
shareholders with interest.

Is the recent example a one-off, or will it become a trend in the 
short to medium term? E  
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Valuation  
- More Than Just Numbers
By Leigh Gant, ASA Editor

Aswath Damodaran is nicknamed the ‘Dean of Valuation’. For 
almost four decades he has been teaching valuation at the NYU 
Stern School of Business. Damodaran’s stellar reputation has 
been cemented in the past decade thanks to his relentless efforts 
to educate a wider audience through making his courses freely 
available to all online.

I do not recommend his curriculum for all investors. Instead, I insist 
you read this article for some key takeaways that will help you steer 
your ship through the clouds of uncertainty that lay before us.

Understanding The Terrain

Investors come to the game with a wide range of investment 
philosophies. Some are market timers looking to buy before market 
upswings, while others believe in picking stocks based on growth 
stories and future earnings potential. Some scrutinise price charts 
and define themselves as technicians, whereas others calculate 
financial ratios and trust deeply in fundamental analysis, in which 
they put under the microscope the specific cash flows a company 
can generate and derive a value based on these cash flows.

Some invest for short-term profits and others for long-term gains. 

Knowing how to value assets is useful to all these investors, though 
its place in the process will vary.

The key hypothesis of sound investing is that an investor does not 
pay more for an asset than it is worth. If you accept this proposition, 
it follows that you must at least try to value whatever you are buying 
before buying it. 

Seven Lessons Learned From The Dean Of Valuation

1. The Bermuda Triangle of Valuation
There are 3 things that will ruin your valuation from the start:

1.1    Prior perception of value: if you have an idea of value before your 
valuation, you’re already biased. Your valuation will inevitably 
be close to that number.

1.2   Thinking valuation is science: it’s not. It combines numbers 
and stories.

1.3    Thinking complex models are better: less is more. An investor’s 
goal is to keep the valuation as simple as possible. Every layer 
of complexity makes it more vulnerable to error or bias.

2. Number People vs. Story People
Investors generally belong to one of these groups. Some of us prefer 
the number side of valuation, others the story side. Neither one 
is working without the other. Improve your weaker side, whatever 
that may be.

3. The Story Part
Valuations work with narratives. The huge discrepancies between 
valuations of the same company come down to the narrative. Is 
Tesla a car company, a battery company, or both?

Whatever narrative you choose, the numbers will be dramatically 
different.

4. The 3 P’s
If it is so important what narrative we choose, how do we come 
up with the right one? First, getting “the right one” is impossible. 
But we can test our story with the 3 P’s:

Is the story:

•  Possible?

•  Plausible?

•  Probable?

Many stories are possible. Fewer stories are plausible. And only a 
handful of stories are probable.

Your story must answer every one of the 3 P’s with “Yes!”

6. The Role of Soft Factors
Soft factors can include brand name, goodwill, and quality of 
management. Soft factors are often used to justify valuations. In 
most cases, they’re worthless. If they do offer an advantage, the 
numbers will show that. Some examples include higher and growing 
margins, extraordinary revenue growth over time, incredible returns 
on research and development, etc.

7. Valuation vs. Pricing
Valuation and pricing often get confused, but the difference is 
immense. Pricing is about demand and supply, and mood and 
momentum. It only tells you what people are willing to pay. That 
price can be detached entirely from the underlying value.

Value is derived from looking at cash flows, growth, and risk. It isn’t 
affected by supply and demand, mood and momentum.

If you understand this, you already have a considerable advantage 
over many investors.

Must You Do Valuation?

As the market draws down, trying to value companies will help you 
make more informed decisions. In fact, market drawdowns have 
the unique crown of the only sale people run away from.

Most investors choose not to value companies and offer a variety 
of excuses: valuation models are too complex, there is insufficient 
information, or there is too much uncertainty. While all these 
reasons have a kernel of truth to them, there is no reason why 
they should stop you from trying. Will you be wrong sometimes? 
Of course, but so will everyone else. Success in investing comes 
not from being right but from being wrong less often than  
everyone else. E
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What does share investing have in common with a child’s birthday party? 

Probably a few things, actually. They are both pretty messy. They 
both involve a lot of screaming, missed opportunities, regrets, 
worthy ideas poorly executed, frayed emotions, and spilled cake. The 
birthday party probably has more opportunities for Minecraft and Star  
Wars references. 

But the one thing they both really have in common is… musical chairs. 

At least, that’s how I’ve been thinking about investing recently. 

When I started investing in shares, thirty-something years ago, I duly 
bought my copy of The Intelligent Investor, read the first few pages, 
and then placed the mighty hard-covered green tome solemnly on the 
bookshelf, with the promise that I would get back to it one of these 
days. I worked in the share market for a few years, then finally ended 
up working for Microsoft during the first exciting Dot Com boom in 
the 1990s. I was part of the team that worked closely with Aussie 
dot com startups, helping them leverage Microsoft’s technology and 
market influence. That provided plenty of opportunities to get an 
inside look at the hottest tech IPOs, some of which were lead by my 
friends and colleagues in the industry. Of course I wanted to support 
my friend’s ventures, and profit from them as well, so I invested in 
some of their IPOs.

And, of course, lost everything when the dot com crash happened. 

That was the end of my investing experiment for a long time. I owned 
some Microsoft stock, but that was it. I also never got around to 
finishing Ben Graham’s book.

Fast forward to 2019. My friend Tony Kynaston (who started investing 
around the same time as I did, but, unlike me, persisted at the endeavour 
and studied it until he was successful) and I started a podcast about 
investing called QAV (Quality At Value). The idea was that Tony would 
teach me - and our audience - how he invests in shares. Over his thirty-
year investing career, Tony developed a system for determining what 
to buy, when to buy it, how much to pay for it, and, very importantly, 
when to sell it. That system has delivered him an annual average return, 
after fees and taxes, of 19.5% per annum.

Since we started the podcast, I’ve learned that investing, especially 
during market corrections like the one we’ve been in recently, is a lot 
like musical chairs.

When the music stops playing for a particular stock, it’s time to get 
off that chair and sit on a different chair that still has some music left 
in it. We just swap chairs.

I use this analogy because that’s how unemotional investing has become 
for me as a result of Tony’s system, which just looks at the underlying 
numbers for a particular stock and gives each stock in the ASX a score 
based on those numbers. In QAV, we often talk about “listening” to the 
numbers. They sing us a song that we can use to make decisions.

And that’s really where I’m going with this. The decisions we make, 
as a result of the “music” of the numbers, don’t involve any emotion 
(apart from the slight annoyance that I have to actually take the time 
to do something with my portfolio instead of, say, watching another 
episode of Stranger Things). If QAV tells me it’s time to sell something, 
I just swap it for something else that has better numbers. It involves 
absolutely no emotion. If my portfolio is down by 10% because of a 
market correction, I don’t care, because I know it will go back up at 

some stage and, when it does, I know I’ll be well-positioned to take 
advantage of the spike. I’m not worried. I’m not stressed. I’m not 
panicking. I just listen to the numbers and swap chairs when I have to. 

As we all know, emotion is one of the major problems with investing, 
whether it’s the fear of missing out we have during boom times, or 
the fear of selling something too quickly or too late during market 
corrections. Emotions lead investors (and lovers) to make bad decisions. 
Instead, I want to aspire to be more like Mr Spock and invest purely 
on logic, Captain. 

"In critical moments, men sometimes see exactly what they wish to 
see." (Mr Spock, ‘Star Trek', season 3, episode 9)

I read an article in the AFR recently where a fund manager described 
investing as “emotionally excruciating”. That hasn’t been my experience 
at all. Okay, maybe the first six or twelve months I was doing QAV were 
a little nerve-racking, kind of like driving a car for the first time. After a 
few years of it, though, you just jump in the seat, put on your seat belt, 
pull out of the garage doing a reverse three-point turn, yell at the kids 
to get strapped in already, pick out a podcast to listen to, throw the 
address into Google Maps, and off you go, drinking a coffee, carrying 
on a conversation, and giving the actual process of driving very little 
thought - and certainly even less emotion.

So it strikes me as quite peculiar when I see the financial media and 
very experienced investors wringing their hands and renting their 
garments because of what the market is doing. Don’t they have a 
system that tells them what to do?

Whenever I ask Tony Kynaston how he’s feeling about the market - for 
example, during the uncertainty leading up to an election, or potential 
interest rate movements, or during the COVID crash, the war in Ukraine, 
etc - he just laughs. “Nothing changes,” he says. “The system will tell 
us what to do.”

Like Vulcans, Tony does not speculate - and neither should we. 

And I’ve been fortunate enough over the last few years to have a direct 
view into how the QAV system works in real time. When we started the 
podcast, we created a dummy portfolio to demonstrate the process. 
Since inception (Sept 2019), it is up ~23% per annum versus the SPDR 
200 up ~7% per annum over the same period. No wonder Tony doesn’t 
stress during turbulent times.

A solid, reliable investing methodology should guide your actions in 
good times and in bad. It should remove emotion from the process of 
investing, because a) it has been proven to work over many decades 
and b) it is based on scientific principles, not on opinion or forecasting 
or hope.

I suspect some people like drama in their lives - and in their investing. 
They like the feeling of being stressed. It makes them feel alive  
and important.

Personally, I would rather avoid worry and stress. I prefer to have fun 
and spend as little time and worry on my investing as I possibly can. 

After all, why do we invest?

So we can “live long and prosper."  
(Mr Spock, ‘Star Trek', Season 2, Episode 1)  E

qavpodcast.com.au/

Mr Spock and Musical Chairs
By Cameron Reilly, Producer, QAV

https://qavpodcast.com.au/
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ASA’s Focus Issues For 2022 
What Is The Purpose Of ASA Focus Issues?
By Fiona Balzer, ASA Policy and Advocacy Manager

Each year ASA releases a list of issues it will focus on throughout the year. The issues are intended to reflect concerns of retail 
shareholders as well as the current market trends and best practice governance and remuneration guidelines. 

They are expected give direction to all, including our members, monitors and the monitored companies, as to what we care about – 
where ASA will direct attention at first in our engagement.

We launched our Focus Issues at our Investor Conference held in May. For 2022, we have brought the importance of fair treatment to 
retail shareholders in capital raisings and communication practices to the top of our issues list.

Director and Board accountability is always high on our list. Retail shareholders take the responsibility of voting for directors seriously, 
but the current format for the board skills matrix rarely allows sufficient information with which to evaluate a director’s skills and 
expertise fills the board’s requirements. We expect directors to take their role seriously, ensuring they have sufficient time to carry 
out the role, and the board operates to make the best decisions in the interest of the company.

ASA has published its new policy on ESG including a Climate Change Policy statement in which ASA outlines key expectations for ASX-
listed companies, and appropriate, effective incorporation of sustainability and ESG strategy is our third focus issue. 

Remuneration reports are voted on at almost all companies’ AGMs and is the subject of our fourth focus issue.

ASA’s Focus Issues
Fair Treatment Of Shareholders
We expect retail shareholders will be treated fairly and equitably 
in capital raisings. We expect companies to distribute shareholder 
communications in accordance with their preferences.

Directors and Boards
Boards should comprise directors with the diverse skills as 
required to fulfil the company's strategic plan. The required 
skills and accredited skills attributed to each director should 
be communicated in a board skills matrix which supports the 
shareholders’ decisions on voting for a director’s election or  
re-election.

Each director’s workload should allow the director to devote 
adequate time and attention to the role and company, allowing 
both the formal and informal requirements to be adequately met. 
We expect boards will oversee the company identifying, managing 
and communicating to shareholders on cyber- and data-risk, as 
well as developing an appropriate and resilient culture within  
the company.

ESG
We expect companies to incorporate sustainability and ESG 
strategy, practice and reporting in an appropriate, effective way 
using a recognised standard such as Task Force on Climate-related 
Financial Disclosures or Global Reporting Initiative. We will review 
the monitored companies with an eye for efficient use of company 
resources and avoidance of greenwashing, and to assess the impact 
of remuneration plans on driving a culture of sustainability.

Remuneration
A company's remuneration report should be readable, transparent, 
and understandable for retail investors with a logical relationship 
between rewards and financial performance and corporate 
governance. ASA will refer to benchmarks to assess whether the 
amount and structure is reasonable compared to similar companies.

ASA prefer hurdles that measure performance over at least four years.

ESG Policy
ASA’s prior position on ESG (Environment, Social and Governance 
issues) was an expectation that companies should identify, 

manage and disclose meaningful information in relation to any 
ESG issues or risks facing their business. We have published our 
ESG policy which is explicit about the need for companies to meet  
global expectations. 

“ASA recognises the importance of driving long-term sustainable 
business practices which support and enhance the environment, 
social and economic performance for both Australian listed 
companies, their stakeholders and the wider community. This 
includes the need for action on Climate Change and a transition 
pathway to global net zero carbon emissions by 2050 in line with 
the Paris Agreement.

The ASA expects companies to:

• Commit to net zero by 2050 in line with the Paris Agreement

•  Commit to sustainability practices across Environment, Social 
and Governance (ESG) areas.

• Define a pathway to achieve these goal

• Measure the progress towards them

• Report that progress to all stakeholders

We also expect directors to set and implement corporate governance 
practices that oversee the business on behalf of all stakeholders.”

ASA has long held companies to account on their Governance, and 
we expect companies to address their environmental and social 
impacts and respond with credible initiatives and responses which 
inspire trust.

At the launch of the policy, we conducted an ESG survey among 
ASA’s membership base of Australian retail investors and revealed 
69% of respondents avoid investment in certain industry sectors 
due to ethical or sustainability concerns. 

The top three exclusions for investors who exclude sectors were:

• gambling (42%);

• coal/fossil fuels (25%); and

• tobacco (25%).

86% of retail investors responding are experienced investors who 
have been investing for over 15 years.

https://www.australianshareholders.com.au/focus-issues
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Voting and Engagement Guidelines
We have also updated our voting and engagement guidelines 
for application for the 2022 main AGM season, after our  
consultation process.

Our voting and engagement guidelines form the basis for 
representing the interests and objectives of Australia’s retail 
investors at the company meetings of members and to companies 
during engagement.

They reflect member expectations of director behaviour, corporate 
governance and oversight of executive remuneration and guide our 
company monitors in their voting. We rely on our representatives to 
use these guidelines as a foundation of engagement as they weigh 
up each company’s individual circumstances and determine how 
to vote any open proxies we have received.

We see it as good practice to periodically review our voting 
guidelines, and where appropriate update them to meet the needs 
of the current and projected environment. Our company monitors 
need to be able to incorporate the evolution of remuneration plans 
such as the increased call for non-financial and ESG metrics, the 
likelihood of increased numbers of “Say on Climate” resolutions.

We have reordered our section on executive remuneration (Part 
B) which encompasses reaching a voting recommendation on the 
remuneration report, grouping structure, performance measures 
and disclosure into one section. 

Where a company does not comply with all the guidelines, a decision 
will be made based upon the degree of compliance.

The financial results of the company will be compared with the 
remuneration outcome and a poor result is expected to be reflected 
in the remuneration result. However, a good trading result does not 

necessarily mean a For vote, a poorly constructed remuneration 
scheme will not be condoned simply because recent financial 
results are good.

“Say on Climate” resolutions have been proposed by a number of 
companies where climate risk has been identified as material. 
They are non-binding on the company but allow shareholders to 
voice concerns about whether a company’s Climate Action Policy 
meets the expectations of shareholders.

There is debate about whether the resolutions should be put 
to shareholders annually or triennially. ASA supports annual 
resolutions until such time as the sustainability standards and 
reporting reach maturity and change year on year is minimal. 
ASA Company Monitors will review disclosures to determine they 
appear clear, balanced and understandable, consistent over time 
and provided on a timely basis, as well as reliable, verifiable and 
objective. We will look for a just/fair transition, with corporate 
impacts on employees, communities and other stakeholders taken 
into account in the transition strategy and planning.

We have also included a guideline on proposed changes to 
Constitutions. While most proposed changes to constitutions 
are non-controversial, we will vote against proposed changes 
where we see a potential lessening of shareholders’ rights, such 
as a proposal to allow virtual-only shareholder meetings. ASA will 
vote against a resolution to change to a company’s constitution 
that enables the holding of virtual-only shareholder meetings. Our 
preferred format is a hybrid meeting.

We will use the months until the Main AGM season which starts 
in October, for updating our templates and monitor training, and 
identifying trends when the 30 June year end companies report 
their preliminary final result. E

https://www.australianshareholders.com.au/common/Uploaded%20files/Advocacy/ASA%20voting%20guidelines_2022.pdf
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AGL Demerger Meeting Cancelled 
By Fiona Balzer, ASA Policy and Advocacy Manager and Helen Manning, ASA monitor 

Shareholders experienced a long, drawn-out timeline for the 
consideration of the AGL demerger. While corporate actions 
leading to production and distribution of shareholder booklets 
and meetings tend to take many months, this one felt much longer 
due to the falling share price and uncompleted takeover offers 
along the way. 

There were fifteen months from the initial announcement on 30 
March 2021 of AGL’s plans to create two energy businesses focused 
on executing distinct strategies, a multi-product energy retailer, and 
an electricity generator, via a structural separation or demerger, to 
the receipt of the demerger documents on 6 May 2022. The share 
price fell from $10.17 the day prior to the announcement, bottoming 
around $5.10 in November 2021 and closing at $8.35 on the day the 
demerger book documents were disclosed to ASX.

And only a short few weeks later on 30 May, the impending meeting 
was cancelled.

Takeover Schemes Proposed and Rejected
While waiting for the comprehensive detail to allow shareholders 
to evaluate the demerger plan, AGL disclosed an unsolicited, 
preliminary, non-binding indication of interest from a consortium 
led by Brookfield Asset Management Inc and including Grok 
Ventures, an investment company associated with Mike Cannon-
Brookes, the co-founder and co-CEO of Atlassian, to acquire 100% 
of the shares in AGL Energy for $7.50 per share by way of a scheme 
of arrangement in February 2022, and a revision to $8.25 in March. 
The AGL Energy Board rejected the bid stating it considered that 
the revised unsolicited proposal is still well below both the fair 
value of the company on a change of control basis and relative to 
the expected value of the proposed demerger, and therefore is not 
in the best interests of AGL Energy shareholders.

Substantial Shareholding For Grok
On Monday, 2 May, shareholders and media heard again from Mike 
Cannon-Brookes. Grok Ventures had secured an 11.27% holding and 
Mike Cannon-Brookes declared his intention to see the demerger 
voted down1.

Usually, ASA attends meeting where the obligations and capacities 
of the parties involved are clear cut. The directors and executives 
must act in the best interest of the company and uphold other legal 
obligations, including disclosure requirements. Where there is a 
conflict, it needs to be managed.

We now had a substantial shareholder, obviously bound by legal 
requirements not to mislead, but who had no need to put forward 
a detailed strategy for AGL. Grok would only need to put forward 
sufficient detail in order to convince other shareholders to vote 
against the demerger.

Given the voting patterns of other meetings to consider corporate 
actions, such as less than 50% of eligible shares being voted at 
the Sydney Airport Scheme meeting, a starting against vote of 11% 
could translate to 22% or more. Only 25% of shares voted, needed 
to be against the demerger to prevent it occurring.

ASA’s Monitoring Of AGL 
A media campaign flowed from Grok, with AGL responding. 
Shareholders and your ASA monitor were attempting to build 
enough information to allow shareholders to make a decision in 
their own interest. 

The demerger documents weren’t able to put forward the 
consequences of the demerger in a compelling manner, no doubt 
due in significant part to the turmoil we continue to see in the 
energy markets, as well as the glidepath to decarbonisation not 
being fixed. 

We put it to the AGL directors, that shareholders “needed the dots to 
be joined up” for them to make their voting decision. As an example 
of a less than compelling description, the Independent Expert 
termed AGL’s existing way of operating “sub-optimal”. And while 
prospective dividend policies were outlined, there was no guidance 
as to what that would be in cents per share, so shareholders couldn’t 
compare that to their prior experience or expectation. Difficulty in 
gaining long-term bank support for aging coal-fired power plants 
was mentioned in the document.

We experienced a lot of divergent opinions from our ASA members 
which ranged from frustration of the lack of details from AGL over 
the past year or so, and in the demerger documents. Also, we heard 
frustration over the media campaign from a major shareholder, 
commenting the proposals are scant on detail, and untested, and 
whose motivation was difficult for these shareholders to grasp 
confidently (although it was stated as to prevent the demerger 
for a better carbon outcome and an expected better financial 
outcome for AGL). 

Grok’s media campaign reinforced both the influence wielded by 
bigger players in the market and the complexities of this decision, 
which could have discouraged smaller shareholders from voting 
at all. 

Because the vote had promised to be so critical, we reached 
out in our weekly From the CEO emails for feedback and also to 
beseech shareholders to read up and make sure they voted. We 
also reminded members, if you feel strongly about any votes on any 
issues, we welcome directed proxies as well as member emails to 
highlight those issues.

Your monitor Helen Manning and I met with some of the AGL 
directors to discuss the proposed demerger and to ask questions 
on behalf of ASA members who hold AGL shares. We asked a lot of 
questions from shareholders, and the directors recommended that 
any interested parties go onto AGL’s website to see videos about 
the proposal, and contact information.

We also met with Mike Cannon-Brookes and Grok Ventures to get 
their perspective, and whatever they could share with us about 
the proposals for accelerating AGL’s decarbonisation strategy, 
including the closure of coal plants, beyond current timelines. 

Grok wasn’t putting forward detailed proposals but talked of 
the business’s strengths as a merged entity and opportunities 
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available with the electrification of everything. The representatives 
responded clearly without over-promising. However, while it was 
difficult for retail shareholders to evaluate proposals received via 
media release and one-off missives, there was yet to be enough 
detail to make voting decision easier for smaller shareholders. 

While I suggest the demerger book was too measured to be an easy 
read, at least the comments included in the document are ones 
the board has agreed to have published for shareholders to use 
in their decision making. Shareholders also should be aware that 
after publication of the documents, Directors are constrained by 
it, being unable to say anything that is not included.

Cancellation Of Meeting
The meeting that was to have considered the AGL Energy (AGL) 
demerger on 15 June 2022, was cancelled when AGL withdrew 
the proposal on Monday morning (30 May) in an announcement 
to the ASX.

The Board of AGL stated it believes that the demerger proposal 
remained the best way forward for AGL and its shareholders, it 
became apparent the proposal would be voted down when stated 
opposition from a number of investors was measured against 
likely voting turnout.

As mentioned above, the usual proportion of shares voted at 
such meetings meant a similar turnout for AGL would double the 
impact of the holdings of Grok Ventures (11.28%), institutional 
investor Martin Currie (suggested to be around 3%) and superfund  
Hesta (0.36%).

In some ways it was disappointing not to reach the production 
of a voting intention report, but the meetings with AGL and Grok 
Ventures, as well as canvassing members’ views and questions 
allowed us to have a better understanding of AGL as a business 
and the challenges it faces.

The AGL Energy Board announced a Board sub-committee, co-
chaired by non-executive directors, Vanessa Sullivan and Graham 
Cockroft, will review AGL Energy’s strategic direction, including 
giving consideration to how the company moves forward in a way 
that will create long-term shareholder value in an environment 
where pressure on decarbonisation and energy affordability  
is accelerating.

AGL Energy will report back to shareholders and investors in 
September and provide an update on the progress of the review 
of AGL Energy’s strategic direction at the time of its FY22 results 
announcement (usually released mid-August).

The AGL Board further announced Board and Management renewal 
measures, including Chairman Peter Botten to resign from the Board 
upon appointment of a replacement independent Chairperson, 
Graeme Hunt to continue to act in CEO/MD role until a new CEO/
MD is appointed. Non-executive director (NED), Jacqueline Hey, 
resigned as a Non-Executive Director effective 30 May 2022. 
NED Diane Smith-Gander will resign from the Board following the 
release of AGL’s FY22 full-year results in August. Search process 
to commence immediately.

Grok Ventures was said to have requested two board seats on the 
AGL board, which would be out of keeping with a mature listed 
company. We pointed out ASA guidelines will support a substantial 
shareholder having nominee directors on the board in line with their 
holding, which would have supported one of seven non-executive 
directors being a Grok nominee. Subsequently, there has been 
suggestions the quality of available independent directors will allow 
Grok to be happy with a single nominee. We will look to the other 

directors to be independent, and with the courage and experience 
of navigating complex situations and conflicts of interest in the 
board room.

Lessons We Learned Along The Way
In some ways it is interesting to see the events as a playing out of 
ESG positioning. Simple ESG investing avoids or divests itself of 
‘problematic’ companies, but industry fund, Hesta, and arguably 
Grok and apparently some of our members have deliberately bought 
into a company with ESG issues with the view to 'turning the 
company around'.

Has the situation been opportunism or an outworking of the equity 
market in terms of trends and reactions to trends?

We will look for the strategic review, to chart a way forward through 
the complex environment. There is certainly pressure to align 
with the Paris Agreement targets, in order to secure and maintain 
financing. And had it not been apparent previously, clearly, AGL 
exists in a complicated and changing environment, impacted 
more than most by the change in government, the current energy 
crisis, the speed of rollout for renewables and even the changing 
technology for renewables, the regulatory environment, how you 
move from making money from a centralised coal fired power 
generation to something else. And now the uncertainty of the 
change of Board and CEO. It’s a big job to find a way forward taking 
into account all of the complexity.

We are encouraged by AGL’s intention to engage with shareholders 
and respond to their questions in open way. We will review the 
composition of the Board and the strategy report from the sub-
committee when it is released.

We look forward to assisting shareholders in their decision making 
in their own interest when the time comes. E

1   There was a period where the voting status of the shares for the 
meeting was in question, as they had been achieved through a 
loan and equity collar transaction with an investment bank and 
an economic interest in an additional 2.84% of AGL’s issued 
shares under a cash settled total return swap. The ownership 
was confirmed as being owned outright.



Harnessing The Hive Mind 
The Value Of Networking With Other Investors

By Andrew Page, Founder and Managing Director, Strawman.com

In his 2017 magnum opus, Principles, investing legend Ray  
Dalio said:

    “I learned a great fear of being wrong that shifted my mindset from 
thinking I’m right, to asking myself, `How do I know I am right?´ And I 
saw clearly that the best way to answer this question is to find other 
independent thinkers like me, who saw things differently from me. 

    “By engaging them in thoughtful disagreement I would be able to 
understand their reasoning and have them stress-test mine. That 
way we can raise all of our probabilities of being right. In other 
words, I just wanted to be right, I did not care if the answers came 
from me. So I learned to be radically open minded to allow others to 
point out what I may be missing.”

Such an approach, based on humility, is at odds with what most in 
the investment industry serve up. As a former boss of mine used to 
say “certainty sells”.
The truth, of course, is that the only certainty (short of death and 
taxes), is that nothing is certain. That’s especially true when it comes 
to investing which, after all, is fundamentally about taking risk – and 
risk, by definition, is the antithesis of certainty.
That’s a rather uncomfortable truth for some, but it’s one investors 
should lean into. Indeed, the greater the risk, the greater the potential 
return. Or, perhaps more accurately, the more you avoid risk, the less 
upside you should expect.
At the same time, not all risks are equal, and any sane investor should 
work hard to minimize those they are exposed to. Moreover, we should 
be careful not to mistake volatility for risk.
Instead, as Buffett explains, risk comes from not knowing what you 
are doing.
And therein lies the other great advantage of networking with other 
independent thinkers. Tapping into a network of engaged investors 
allows you to leverage the collective experience, intelligence and 
wisdom of the group – something that will far exceed the capability 
of any one individual.
The whole is much greater than the sum of its parts.
The challenge is how to coordinate a productive interaction between 
investors. While the ideals of rigorous debate and openness to new 

insights are worthy aspirations, it’s easy for things to descend into 
a cacophony of noise and conflict – something a visit to any stock 
discussion forum will make abundantly clear!

A productive collaboration requires an alignment of values, a shared 
purpose and sensible incentives.

The thing with investing is that there’s a hundred ways to skin a cat. 
Some people are inclined towards growth, others are more focused on 
value or income. Some will advocate for an active approach, while others 
will prefer a more passive style. There is no one “right” way, and each 
of us need to develop a style that best aligns with our temperament, 
goals and circumstance.

The one thing that investors can all agree on, however, is that returns 
matter. You can debate investment philosophy all day long, but 
ultimately money talks and, well, you know what walks.

Of course, the very best investors in the world will suffer periods of 
underperformance, and any fool can get lucky in the short run. So 
you need to be careful not to overstate returns too much – especially 
in the short run. But by holding people to account you not only gain 
a clearer signal of competency, but you help temper ego and hubris.

At Strawman, we’ve tried to combine all of these big ideas to build 
an investment club that delivers practical outcomes. We’ve built a 
community that both challenges and inspires our members, while 
giving recognition (and reward) to those that deliver the most value.

The idea is not to tell members what they should or shouldn’t invest in, 
but rather to empower them to make more informed decisions. After 
all, you can borrow an idea, but you can’t borrow conviction.

It’s certainly not for everyone. But my point is simply this: the best way 
to improve an idea is to challenge it. And engaging with other critical 
thinkers is the best way to stress test your investment ideas.

Either you’ll discover it to be flawed, and avoid a costly error, or 
you’ll strengthen the investment case and be able to act with  
greater conviction.

After all, if an investment idea is flawed, it’s far better to work that 
out before the rest of the market does. Because, sooner or later, the 
market always gets it right. E
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It’s official: Australians have had their say and we now have a Labor government in power for the next 
three years. So what will this likely mean for superannuation?

What’s On The Cards for Super
By Darin Tyson-Chan, Editor, smstrusteenews
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Well as I’ve reported several times this year, the ALP did say on 
more than one occasion its aim will be to make superannuation 
savings play a bigger role in the economic management of this 
country. One obvious arena we might see this happening is in 
the development of infrastructure.

That in itself is not a bad idea, but we probably won’t know 
what this means until we find out how it will be implemented 
and executed.

Hopefully it will be introduced using incentives to channel 
retirement savings toward parts of the economy the government 
has recognised require some heavy lifting. The one thing we 
do not want to see is any sort of prescriptive element included 
in the policy dictating exactly how superannuation portfolios 
have to be constructed with regard to a specific asset class.

It goes without saying SMSFs would certainly not want this 
prescriptive approach as it is a principle that is diametrically 
opposed to the philosophy behind running your own super fund.

Believe it or not, this approach has actually been tried in 
the past and did not work then, so revisiting it may again  
prove suboptimal.

However, incentivising people to invest their retirement savings 
in a particular type of asset or assets may not be all that easy 
either. If we think about the levers that may be used in this 
regard, tax incentives are probably the most obvious. But as 
the partner of a mid-tier accounting firm pointed out to me 
recently, this may not be workable.

Why? Because superannuation is already the most tax-effective 
investment vehicle in the country. As such, how many more tax 
concessions can the government implement to encourage the 
sector to operate in a particular fashion?

One thing we don’t want to see is the implementation of this 
policy without regard to the most important tenet of super, 
that is, the money belongs to the superannuants and not the 
government or the trustees of public offer funds.

We saw this sentiment rear its ugly head during the height of 
the coronavirus pandemic when lockdowns were all the rage. 
Back then the Morrison government implemented a financial 
hardship relief measure allowing individuals to withdraw up to 
$20,000 of their retirement savings.

The reaction to this, mainly from the then opposition and the 
industry funds, was outrage because it would compromise the 
integrity of the retirement savings system and penalise people 
who took advantage of the initiative in later years.

The backlash seemed to indicate the last people who should 
have any say over how superannuation monies can be used are 
the individuals who actually own the money.

It has since been established this money was not used in a 
totally irresponsible manner, with some of it actually already 
being contributed back into the super system.

There is no doubt it is a most tempting proposition to make use 
of the $3.5 trillion in retirement savings that is deemed to be 
just lying there, particularly when we are on the cusp of some 
difficult economic times. But to whom it belongs should never 
be ignored and it should always be recognised this is not just a 
pool of money to be used as a convenient fiscal instrument. E
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Note: If this article feels familiar, that’s because it’s based on Navexa 
founder, Navarre Trousselot’s, presentation at the ASA conference 
in Melbourne in May. We’re printing this extended version thanks 
to overwhelmingly positive feedback about the talk.

When you invest in a stock today, the process might feel effortlessly 
simple.

You log into your trading account on your laptop or mobile, you 
select the stock you want to buy, enter the order details and bang! 

You can own shares anywhere in the world, from mining to 
microprocessors, here on the ASX or half way around the planet.

When we talk about investing and building wealth — especially over 
the long term — it’s easy to take the ease with which we participate 
in the financial markets for granted.

Most of us don’t think about where civilization stands today in the 
context of humanity’s financial evolution.

We take the current digital, super-connected state of affairs for 
granted, when, in fact, the way we invest today would have seemed 
unbelievable to someone even 20 years ago, let alone 200.

Today, we’re living through what’s been termed ‘financial 
democratization’.

Buying and selling shares from your smartphone is typical of this 
current era.

It’s fast, low-cost and available to more people — with fewer barriers 
— than ever before in human history.

Financial democratization, as we argue in this piece, is a double-
edged sword. There are winners, losers, and opportunities to make 
(and lose) money in ways we could not have conceived of even a 
couple of decades ago.

A (Condensed) 100,000-Year History Of Trading  
and Finance
A hundred thousand years ago, humans were already trading. 
They swapped livestock for grain, clay pots for tools and so forth. 

From there, we probably moved to a ‘gift economy’, where people 
would give one another items of value and expect to be repaid with 
something else of similar value in the future.

Between 9000 and 6000 B.C., people probably started using 
livestock and plants as money.

Around 3000 B.C., the Mesopotamian civilization began using 
‘commodity money’ — an agreed weight of barley. The Babylonians 
created the idea of debt. The Egyptians began using gold bars.

Between 1000 B.C. and 400 A.D., China’s Zhou dynasty invented 
the first coins. The early Mediterranean empires followed suit and 
introduced various coins into their economies — the Romans among 
them. The Chinese innovated again in the 11th century, introducing 
the banknote. The Europeans created trade bills of exchange, an 
early form of credit, while pioneering economists in the Middle 
East began to experiment with cheques, savings accounts, loans, 
exchange rates and more.

About 1450, the English began to make advances in banking and 
centralized monetary authority. Their goldsmiths hoarded gold 
in a central vault and could issue promissory notes and checking 
accounts, becoming forerunners of credit-based money.

All of the above revolved around ‘money’ representing something 
physical — gold, barley, animals and so forth. In 1971 that changed. 
President Nixon canceled the ability to convert U.S. Dollars into 
gold, ending what we call ‘the gold standard’. The dollar — still 
the world’s reserve currency today — began floating on its own, 
untethered to the precious metal it used to represent.

That was the first big leap of the 20th Century. The other was 
the computer, which led to the internet. By the 1990s, all money 
transferred between the central and commercial banks in the U.S. 
was done so electronically. As the benefits of digital currency — 
primarily speed and convenience — became clear, we moved away 
from physical cash. In 2012, more than half of the transactions in 
the U.S. were electronic.

Consider the last time you used cash for an everyday transaction, 
let alone buying shares in a company. We’ve come a long way in a 
(relatively) short period.

Today, there are few aspects of our lives untouched by digitization 
and the internet. Banking, communication, media publishing and 
consumption, the list goes on.

We’ve reached a point in our collective financial history where the 
tech and tools exist to hand control to the individual.

Financial Democratization = Great (And Terrible)
A good friend of mine, discussing the rise of low-cost air travel, 
once told me: ‘The great thing now is that anyone can fly. And the 
terrible thing is, anyone can fly.’

Financial Democratization is the idea that every person, regardless 
of background, location, or means, should be able to access 
the markets and participate in the collective wealth building  
they represent.

In the past two years, we’ve seen multiple, related booms: Crypto 
has exploded, a new generation of brokers has flourished, social 
media has given rise to finance-focused niches that educate and 
guide people on growing wealth.

According to the ASX Investor Survey 2020, about a quarter of those 
who owned listed investments had only entered the market in the 
previous two years — that shows you that a huge percentage of 
investors today are new. They’re also younger. The average investor 
age in Australia is about 46 years old. But we’re now seeing those 
in their 30s and 20s getting into investing.

Financial democratization is opening up the markets more  
and more.

So let’s talk winners and losers.

The Uncomfortable Truth About 
Financial Democratization
By Navarre Trousselot, Founder, Navexa
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Who Wins In The Era Of Financial Democratization?
Those who earlier versions of the financial system did not allow 
access — the so-called ‘unbanked’ — win. Not being able to visit 
a bank’s physical branch is no longer the hindrance it once was. 

Foreign investors win, too. Buying overseas-listed shares has never 
been easier. Where fees and access to information were barriers 
before, we can now buy NASDAQ shares from our phones with ease.

The biggest winners? Everyday people who can now build wealth 
the same way professional investors and the wealthy can. Today’s 
tech means you can participate in stock and crypto markets, private 
equity markets, even property (thanks to crypto) on the scale that 
suits your financial situation.

So the barriers have never been fewer.

But remember the quote about low-cost airlines.

Who Loses?
The great thing about financial democratization is that anyone 
can invest in the market.

And the terrible thing about financial democratization is that anyone 
can invest in the market.

Remember GameStop?

Whether it’s crypto cowboys, pump-n-dump Reddit communities, 
or YouTube ads shilling shady day-trading strategies, there’s a huge 
amount of not-so-great stuff that results from technology giving 
everyone access to the markets.

The serious investors shorting Gamestop lost out to a band of 
internet investors conspiring to short squeeze them out of their 
positions — they don’t win.

The people who buy into the get-Bitcoin-get-Lamborghini hype and 
then wake to find their stablecoin-based savings have plummeted 
90% overnight — they don’t win.

The everyday person who sees a billboard about owning US-listed 
companies from your smartphone, buys a load of NASDAQ stocks 
and then has a panic attack when stocks crash — they don’t win.

This unprecedented access to global markets — especially for 
the large numbers of younger and less experienced — is a double-
edged sword.

The Difference Between Winning and Losing:  
Financial Literacy
The key differentiator, in my opinion, is financial literacy.

The latest wave of financial democratization has been all about 
giving more people a chance to build wealth in the markets.

But just because someone has access to the markets, doesn’t 
mean they instantly have the knowledge and skills they require to 
start investing correctly.

We need tools that drive financial literacy alongside financial 
democratization. Tools that build understanding and insight are 
essential for helping people progress.

With investing, risk is a given. You have the inherent risk associated 
with markets pricing assets higher and lower. But more than this, 
you have the risk of falling prey to bias, fear, greed and so forth. 

I believe the greatest risk we face is investing in assets without 
investing in our own financial literacy.

Here’s a couple of stories now which illustrate both the danger of not 
fully understanding an investment, and the power in approaching 
investing with the correct information at hand.

A few years ago, I bought shares in NAB. I used my trading account 
(not naming names) to do so. So far, so good. Over the next couple 
of years, my shares went nowhere. Or so I thought.

As it happens, around the time I made this trade, I was also building 
Navexa — the portfolio tracking platform I now run with my team. 
A key part of Navexa is that we calculate and reflect every aspect 
of an investment’s actual performance (of which capital gains are 
but one part).

Once I analyzed my NAB trade in Navexa, I could see that despite 
going nowhere in terms of capital gains, I had, in fact, nearly doubled 
my money. How? Dividend income.

Had I not had the full picture of my investment’s performance, 
I may well have sold the stock thinking it was a poor performer. 
The fact that many trading platforms don’t reflect things like 
this is a problem, because it doesn’t enable financially literate  
decision making.

My colleague had a similar situation when he bought US shares via 
a platform similar to STAKE — whose main selling point is that it 
allows you to trade US stocks from abroad.

He bought his shares, checked back a short time later and saw 
he was down a small percentage. Bad news, right? Not when he 
loaded the trades into Navexa, because he was able to see not 
just the capital loss, but also the currency gain — which in this 
case had more than mitigated the capital loss and had his actual 
return in the green.

And that’s from a platform whose main selling point is that customers 
can buy US shares in a local currency. Surely, such a service should 
explain the impact of currency gain or loss?

These stories are anecdotal just within our company. But there 
are many, many more at much, much greater scale playing out all 
over the world.

‘An Investment In Knowledge Pays The Best Interest’
Financial democratization is driving faster change than we've ever 
seen in human financial history. Millions of people are getting 
access to wealth building avenues they'd never have had were it 
not for the latest financial technology.

But financial democratization and financial literacy are not 
synonymous.

What separates the winners and the losers in this trend is knowledge 
and understanding about everything we encounter when we enter 
the market to build wealth: Risk, reward, returns, performance, yield, 
currency, time, fees — all the factors that impact any investment 
we might make, large or small.

Everything, in other words, that we've spent the past couple of 
years factoring into our platform at Navexa.

People make financial decisions all the time without the full 
information I'd argue they could and should have at their fingertips. 
Hence our automated tracking and reporting tools.

Whether you're in Australian shares, US shares, managed funds, 
crypto — any investment, really — hooking up your trading activity 
to a dedicated tracking platform means you can judge your 
performance and potential future moves in full confidence.

Financial democratization is changing things fast. We mustn't 
let financial literacy slip behind and stop investors — new and 
experienced — making the most of the opportunities it brings.

Tools that help more people build wealth through investing are 
important. But tools that help them build financial knowledge 
and understanding are essential for making the most of that. E

Start tracking your investments free with Navexa: www.navexa.io 
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High-Frequency Trading, Dark Pools, 
and Short Selling
By John Campbell, ASA Monitor and winner of the inaugural ASA Monitor of the Year award

In days gone by, the traditional manner of investing was to ring a full-
service human broker, discuss investment selection with the broker 
and ask the broker to execute transactions. However, I expect that 
many ASA members make their own investment selections and 
invest or trade through online brokers. Those of us who do so view 
interaction with computerized trading systems with some mistrust 
due to our lack of information about them. Sophisticated traders 
have more to fear than those of us who buy and hold stocks in a 
portfolio because of the trader’s dependence on timing the market 
and their direct competition with computerized trading systems 
for the best deal. All of us using the stock exchange in whatever 
manner rely upon market surveillance conducted by the stock 
exchange and regulatory body to prevent unfair manipulation of 
the market by direct participants (mainly brokers and investment 
banks/houses).

Surveillance
There are two Australian stock exchanges, the ASX and CBOE 
(formerly Chi-X), and two overseeing regulators, ASIC and Reserve 
Bank of Australia. The ASX has a monitoring process to identify 
unexplained and irregular price movements, generating ‘speeding 
tickets’ to listed entities whose securities’ price movements go 
beyond acceptable limits and exchanges have the ability to suspend 
trading in a security until satisfied that the market is adequately 
informed. ASIC has a surveillance function reviewing a direct feed 
of all transactions primarily to identify and prevent insider trading, 
but they also look for evidence of manipulative practices designed 
to create a false market in a security. Both ASIC and the relevant 
listing exchange monitor price sensitive ‘news’ to confirm that listed 
entities have made any relevant disclosures. Listed entities have 
an obligation to keep the market informed under Corporations Law 
‘continuous disclosure’ provisions. ASIC also keeps the investing 
public informed about market practices of known concern – its 
most recent reports on the subject are #452 ‘Review of high-
frequency trading and dark liquidity’ (Oct 2015) and #597 ‘High-
frequency trading in Australian equities and the Australian-US 
dollar cross rate’ (Nov 2018). Both those reports provide a lot 
more detail on these subjects than I can provide in a short article 
so remain recommended reading for those with concerns in this 
area. ASIC also provides quarterly market bulletins - https://asic.
gov.au/regulatory-resources/markets/market-structure/equity-
market-data/2022/

Update Needed
In the 3.5 years since Report 597 was published, there has 
been significant advance in technology as well as expansion of 
information sources in the social media. Investment funds have 
been diverted from the stock market into crypto currencies. We 
have seen a new generation of investors sourcing their interest from 
social media information. After COVID came along in early 2020, 
there has been significant volatility in stock prices. A number of ASA 
members have been voicing concerns about market operations with 
ASA management, and an online meeting with ASIC was arranged 
on 2 June 2022 involving Fiona Balzer, ASA’s Policy and Advocacy 

Manager, several other ASA members, and myself, together with 
representatives of ASIC’s market surveillance team in Sydney. Time 
did not permit coverage of all areas of potential concern, but we 
did get responses on a number of issues.

HFT and Algorithmic Trading
Advances in the development of artificial intelligence sytems 
which analyse financial data have been evident in many aspects 
of business and investing and are sure to have been put to use in 
investment banks algorithmic trading systems. We can assume 
that company press releases, newspaper articles and perhaps 
to some extent social media texts are scanned by such systems 
to identify and execute buy and sell opportunities quicker than 
humans. We wanted to find out if there has been a merging of 
intelligent systems with older high-frequency trading systems such 
that HFT is better able to react to news and prompts. However, 
HFT systems are defined by reference to their ability to transact at 
high speed – issuing and cancelling orders within miliiseconds of a 
market event – a change in price of a stock. They achieve this by co-
location and connectivity with exchange computing systems such 
that they are able to react to a change practically instantaneously. 
Much of their order activity takes place competitively with other 
HFT traders. ASIC’s report 597 analysed trading in the year to 
March 2018 and found that about 20 HFT traders accounted for 
25% of all market turnover in that year but were responsible for 
47% of all orders submitted to the market on a success ratio of 
about 8 to one generally – i.e., only one order executed for every 
eight placed into the market. ASIC found that close to 80% of HFT 
trades were bought and sold within the day’s trading – i.e., ending 
the day with no stocks carried over to the following day’s trading. 
Weighted average holding periods for stocks were 53 minutes in 
March 2018 but 47% of all trades were unwound within 17 minutes 
and 13% within 2 minutes. HFT traders hedged the risk of an adverse 
price movement in a traded stock by holding an opposite position 
in another stock with similar characteristics – 74% of all trading 
was hedged in this manner within 17 minutes of the position being 
taken. We understand that there has been no major change since 
then as regards HFT’s share of market activity. 

ASIC had concluded in its earlier report 452 that investing community 
concerns about predatory trading could not be attributed to HFT 
traders. It found that the cost burden placed on the investing 
community by HFT trading was not high and was reflected in 
improved market liquidity, and that there was little evidence of 
systematic front-running, price gouging or volatility creation. 
We understood from our interview that ASIC remains relaxed 
about these issues, with the proportion of HFT activity declining 
since that time and that a future work-plan may include a report 
to inform us better about the use of artificial intelligence within 
market participant systems.

Transparency and Dark Pools
We ran out of time to discuss dark pools at any great length with 
ASIC, which observed in 2015 that the level of trading through 
brokers’ proprietary dark pools was trending down, whereas trading 

https://www2.asx.com.au/about/regulation#:~:text=Australia%20operates%20in%20a%20highly,Bank%20of%20Australia%20(RBA).
https://asic.gov.au/regulatory-resources/markets/market-structure/equity-market-data/2022/
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through exchange-operated pools (eg ASX Centre Point) was gaining 
in total turnover terms. On the exchange dark pools, trades must 
be made at the mid-point of the price on the “lit” market at that 
time. In brokers’ dark pools, trades must be made at a meaningfully 
better price than available on the “lit” market at that time. ASIC 
pointed out that trading in brokers’ dark pools and exchange dark 
pools was to be distinguished from block trades. Block trades 
occur when a client (eg a funds manager) approaches a broker 
to dispose of a sizeable holding of a particular stock and seeks 
the broker’s help to dispose of it at or close to market without the 
inevitable fall in price that would result from a large parcel being 
dumped on the market in one hit. The broker seeks buyers from 
its clients or those of another broker if need be and establishes a 
price acceptable to sell the entire parcel to these buyers and this 
then gets reported to the market as a block sale. The turnover in 
such block sales is very significant by comparison to total traded – 
in the March 2015 quarter, block trades accounted for 57% of total 
dark liquidity turnover, with over 10,000 block trades taking place 
each trading day. Block trades are permitted for parcels valued at 
over $1m for stocks with high turnover, $500,000 for stocks with 
medium turnover to $200,000 for illiquid stocks. Compliance with 
these rules is monitored by ASIC and and the rules are intended to 
prevent unfair disadvantage to retail investors/traders.

Retail Investors at a Disadvantage
Members have reported situations where stocks have been traded 
at a price which involves a fraction of the ‘tick size’ within which 
that stock is allowed to trade. Tick sizes are mandatory and vary 
dependent on the price of the stock – higher priced stocks have 
larger tick sizes. In the reported instances, we noted that the trade 
had been made through the ASX Centre Point dark pool in which 
trades are required to be at the mid-point of the open market, 
so that it is inevitable that they are made at 50% of the relavant 
tick size and are not therefore irregular. Other members reported 
offers made in the last few minutes of the day’s trading at a price 
suggesting an attempt to influence the following day’s open for 
that stock. Be aware some of these reported trades have taken 
place on CBOE (market is marked CXA) rather than ASX, so have no 
influence on ASX pricing. ASIC routinely scans data for attempts at 
manipulation and the attempts often fail due to prices determined 
at the end of day auction between market participants. Members 
observing such manipulative conduct are invited to refer it to ASIC 
who will investigate the circumstances and report any enforcement 
action taken.We discussed the need for opening and closing 
auctions which exist for market participants to settle positions 
on behalf of clients. A disturbingly high percentage of a day’s 
turnover is made at these auctions, principally the closing auction 
which often sees index funds seeking to adjust their holdings at 
balance market sector movements. ASIC acknowledges the risk 
that such auctions pose as regards manipulative conduct but is 
satisfied that the rules covering their conduct provide adequate 
protection against the risk.

We discussed concerns raised by members observing that trades 
had been executed at a price specified by them in an order placed 
before the observed trades took place, leading them to fear that 
their order had not been given due place in the queue. It was 
thought that this probably arose in situations where trades had 
been completed in a dark pool and were then reported to the “lit” 
market as required by the rules. This can be queried with brokers 
(online or otherwise) who will be in a position to review the trades 
and determine where they took place and why a client’s order 
remained untraded in these circumstances. The position may also 
be apparent from trading screens which show codes to identify dark 
pool deals or by noting whether the price of the trade was made 

within the quoted spread. We also discussed the situation where 
an order from a retail investor is only partly filled with a very small 
parcel of shares traded. This often results from an HFT order being 
traded against the retail investors’ order, and after this occurs, 
the market moves against the retail investor with the order being 
left mainly unfilled at the end of the day. Brokers charge minimum 
commissions against orders, which might result in a gross sale 
of $2 and a commission change of $20. Our understanding is that 
brokers will withhold charging a commission against the order if it 
is completed later so long as it is not cancelled before completion. 
If this situation arises, members should leave such orders in place, 
perhaps amending the price to a more realistic level. Alternatively, 
they should contact their broker to make sure no error has arisen 
in relation to the commission and to discuss methods of avoiding 
such situations in future.

Short Selling
In our discussion with ASIC, we discussed the situation where a 
trader wishes to depress share prices so as to profit from short 
sales. ASIC mentioned the situation involving negative reports 
which had recently received media attention (Vulcan Energy and 
Nearmap), indicating that they or the exchange will first contact 
the company to ensure that the market has been adequately 
informed in relation to any assertions made by the ‘influencer’. If 
the company is compliant with continuous disclosure obligations, 
ASIC will investigate the allegations to assess if they contain 
misleading information and (if so) its ability to take action against 
the ‘influencer’. It has limitations through the restrictive nature of 
the tests in the legislation for actionable conduct in this respect. 
ASIC issued a media release ‘21-118MR ASIC issues information 
sheet on activist short selling in Australia’ in June 2021. 

ASIC has previously alluded to the liquidity that short sellers provide 
to the market and the experience that short-selling is often a 
pointer to a stock being overvalued as a result of market over-
expectation of its qualities. In Australia, there is a prohibition on 
‘naked’ short-selling – a short-seller must have access to the stock 
being sold by the end of the trading day when the sale occurs. 
Frequently, this is obtained through ‘borrowing’ the stock from an 
institutional investor (eg a super fund trustee) which receives a fee 
for the loan equivalent to interest. Hedge funds will have in place 
arrangments with institutions for such borrowings to occur within 
a credit limit. Short-selling is of course a very risky business for 
the seller as it will need to cover the sale by buying the stock at a 
loss unless its predictions as to future marker price mobvements 
come to fruition. ASIC publishes the volume of stock short-sold 
on a T+3 basis and this information is generally available through 
brokers and advisors so as to guide investors as to stocks subject 
to significant levels of short-selling.

Members’ Concerns
If ASA members are concerned about market practices or fairness 
with for their transactions, the first and most obvious line of inquiry 
is with the broker concerned. If satisfaction is not achievved 
through this route, members are welcome to detail the matter to 
national office and we will have a look at it to see if we can help 
resolve the concern. E
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Trending Research

Mind the gap: the $1.6 trillion energy 
transition risk

This report delves into the challenges 
and degrees of risk facing the oil, gas 
and thermal coal industry under three 
different climate scenarios. It was 
conducted as part of the ET Risk Project 
funded by the EU Horizon 2020 research 
and innovation programme.

How ESG issues become financially 
material to corporations and  
their investors

This working paper advances a framework 
that illustrates how environment, social 
and governance (‘ESG’) issues become 
financially material and impact on 
company and industry valuation. The 
framework comprises five stages of the 
pathways to materiality.

Investing in the green economy:  
Sizing the opportunity

This paper emphasises the capacity of the 
green economy in meeting environmental 
objectives in decision-making processes. 
FTSE Russell advocate data as crucial 
to investors to monitor industry and 
company-specific contributions to the 
economy and to assess opportunities in 
new green products and services.

Got it covered?  
Insurance in a changing climate

Climate change poses risks for the 
insurance sector. The 80 largest insurance 
companies were ranked and analysed 
according to their responsiveness towards 
climate-related risks and opportunities. 
Recommendations were established by 
determining leading practice, comparing 
approaches and evaluating the level of 
integration of climate risk into investment 
and underwriting activities.

Each month we will share Altiorem’s newest and most popular research with ASA members, keeping you up to date and hopefully, 
sparking your interest in some of the pressing environmental, social and governance issues that are impacting your investments. 
Our research summaries make it simple for shareholders to grasp key concepts without being an expert which helps you to make 
informed decisions and smarter investment choices. 

Altiorem is the world’s first community-built sustainable finance library. Our free online library supports investors interested in 
long-term performance and the allocation of capital towards a flourishing economy, society and environment. Altiorem's resources 
help shareholders better understand the role environmental, social and governance (ESG) issues play in portfolio construction, 
risk management, returns and shareholder advocacy.

Altiorem provides members free access to the sustainability research that investment professionals use. Research is summarised 
and categorised by key issues and leading sustainability standards. Our goal for Altiorem is to give the investment community 
access to free, high quality, relevant and accessible material they can easily use to inform and ignite the case for change.

We believe Altiorem can help ASA members better incorporate sustainability issues when investing and voting. Head over to 
Altiorem and become a member at www.altiorem.org. Membership is free and includes access to all research, and soon we will 
be offering webinars, e-books and more benefits for members.

Research Update:  
ESG Issues Impacting Your Investments
By Team Altiorem

https://altiorem.org
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Fmind-the-gap-the-1-6-trillion-energy-transition-risk%2F
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Fhow-esg-issues-become-financially-material-to-corporations-and-their-investors%2F
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Finvesting-in-the-green-economy-sizing-the-opportunity%2F
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Fgot-it-covered-insurance-in-a-changing-climate%2F
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New Research

Market overview:  
Australia and New Zealand responsible 
investments Sep-20

 A two page read that reports the annual 
growth of the Responsible Investment 
Managed Funds market within Australia 
and New Zealand. It offers insight into 
the composition of this market and a 
short snapshot into the performance of 
overseas equity trusts.

The promise of fintech: financial 
inclusion in the post COVID-19 era

This report uses quantitative and 
qualitative research to further our 
understanding of developments in digital 
financial inclusion driven by fintech, 
and their macroeconomic effects. It 
also details the impact of the COVID-19 
pandemic and discusses the future of 
fintech’s impacts on financial inclusion.

Curbing methane emissions:  
how five industries can counter a major 
climate threat

This McKinsey Sustainability report 
discusses the climate impact of 
methane emissions in five key sectors: 
agriculture, oil and gas, coal mining, waste 
management, and wastewater. Existing 
barriers for abatement of methane 
emission and potential solutions and 
trade-offs for stakeholders to consider 
are presented.

Investing for the climate in Asia

Are “green finance” and climate change 
gaining traction in the Asian financial 
sector? Asia Research and Engagement 
(ARE) reviewed the practices of 88 
leading financial institutions across Asia-
Pacific to find out. Growing momentum 
is discovered: 28% of banks and 30% 
of investors have incorporated climate 
change into their respective policies.

How your membership supports you

We help you on your investment journey
ASA offers you regular learning and education opportunities, so you can hone your 
financial knowledge. You can attend our monthly member meetings, discussion 
groups, webinars, conferences, and read the monthly EQUITY magazine. 

We connect you to a community of investors
As an ASA member and a part of our community, you can connect with other 
like-minded investors and gain valuable insight and resources to build your 
financial knowledge and investment skills.  

We protect your rights and make your vote count
We champion your rights and amplify your voice on shareholder matters and 
make your vote count. 

www.australianshareholders.com.au/about-us. 

https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Fmarket-overview-australia-and-new-zealand-responsible-investments-sep-20%2F
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Fthe-promise-of-fintech-financial-inclusion-in-the-post-covid-19-era%2F
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Fcurbing-methane-emissions-how-five-industries-can-counter-a-major-climate-threat%2F
https://altiorem.org/login/?ref=https%3A%2F%2Faltiorem.org%2Freseach%2Finvesting-for-the-climate-in-asia%2F
http://www.australianshareholders.com.au/about-us
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Recipients:

Monitor of the Year Award:  

John Campbell (WA) 
This award recognises outstanding 
contributions to ASA’s voting intentions 
for monitored companies, engagement at 
AGMs, and reporting back to ASA members.

John was recognised for his outstanding 
contributions to ASA’s voting intentions for 
monitored companies, AGM engagement, 
and the reporting of outcomes to ASA 
members.

The finalists were: 
Ian Anderson (NSW), John Campbell (WA), 
Jason Cole (VIC), Shirley Watson (QLD), Ken 
Wakeman (SA). 

The Inaugural ASA Awards 
By Damien Straker, Researh, ASA

Overview: 

The Australian Shareholders’ Association (ASA), announced the recipients of its inaugural ASA Awards at its 2022 
Investor Conference in Melbourne last month, highlighting ASX companies for peak governance standards and its 
own volunteer members, Australian investors contributing to the not-for-profit organisation. The announcement 
represents the first time ASA has awarded ASX-listed companies and its volunteers with the below awards.

Nominations and Voting Process:

The award nominations were determined through a survey and then received by ASA members, which included 
a nomination for each State. The judging panel consisted of State company monitors responsible for oversight 
of ASA’s monitoring, State Chairs who oversee member meetings, ASA management, and ASA’s Board. The 
judging panel reviewed the final list of State nominations and voted to decide the recipient in each of the 
four categories.
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Convenor  
of the Year Award:  

Lorraine Graham (WA) 
This recognises excellent management of 
a local member meeting group and high 
member engagement and attendance.

Lorraine was recognised for her excellent 
management of a local member meeting 
group in Perth for 11 years and high member 
engagement and attendance.

The finalists were: 
Don Fairweather (SA), Don Matthews (QLD), 
Linda Martin (VIC), Margaret Thorn (NSW), 
and Lorraine Graham (WA).

Best Company  
Governance Award:  

BHP Limited (ASX: BHP) 
Acknowledges a company operates 
in a sustainable manner and treats its 
shareholders with respect. 

Australian Shareholder's Association, Chair 
Steven Mabb said:

“BHP engaged well with shareholders 
including Q&A sessions prior to the AGM. 
They also held special sessions on cultural 
heritage, climate change, decarbonising 
steel, and tailings dams, all of which are of 
pressing interest to engaged shareholders”.

The finalists were:
BHP Limited (ASX: BHP), Commonwealth 
Bank of Australia (ASX: CBA), Codan (ASX: 
CDA), Flight Centre (ASX: FLT), and Iluka 
Resources Limited (ILU).

Enhanced Company 
Governance Award:  

Oz Minerals (ASX: OZL) 
Celebrates the efforts of a company in lifting 
the quality of its corporate governance.

Steven Mabb said:

“In 2017, OZ Minerals had a new chair and a 
new chair of remuneration. The board set 
about a complete overhaul of the corporate 
governance statement. In the years since, 
the governance of the company had been 
exemplary.”

The finalists were:
BHP Limited (ASX: BHP), Fisher & Paykel 
Healthcare Corporation ASX: FPH), 
Oz Minerals (ASX: OZL), and Tabcorp  
(ASX: TAH).

Once again, ASA congratulates the finalists and 
winners for their contributions and success. We 
look forward to seeing the nominations for 2023.
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For investors in Australian livestock, significant headwinds have begun closing in; a changing climate, the spread of animal borne 
diseases, the rise of antibiotic resistance, animal welfare concerns, and the growth in alternative protein markets all point to a future 
fraught with uncertainty. Indeed, just this month the newly elected Labor Government announced the gradual phase out of all live sheep 
exports, citing animal welfare concerns and an industry in decline as key reasons for the move.

COVID-19 has catalysed the revaluation of our dependency on livestock and animal-based products. Global restrictions and halts to 
transport through the pandemic have severely impacted the movement of livestock around the world, only further entrenching the 
struggle to alleviate food insecurity in developing nations. Overall, the pandemic has exposed the frailty of the industry and the integrity 
and quality of the processes behind producing the food we consume.

Geopolitical tensions between Australia and China has seen $3 billion in Australian exports grind to a stop. This trade war has opened 
opportunities for the US and other countries to assume the role Australia once had as China’s leading beef exporter. Broader global 
conflicts such as the Russian invasion of Ukraine are placing further pressure on the industry through restricted fuel supplies and 
increased costs of transport, processing, fertiliser, and feed.

So, what does this all mean for the future of animal agriculture in Australia? And what are some of Australia’s listed agribusinesses 
doing to prepare for the risky times ahead?

Investing in Australian Livestock Agriculture:  
With Strong Headwinds Closing In, Do The Risks Outweigh 
The Rewards? 

By Madeline Combe and Fiona Huynh, Team Altiorem

Let’s Unpack Some Of These Headwinds...
Climate and Environment

First and foremost are physical and climatic risks. Given our 
dependency on nature and a stable climate, the anthropogenic 
deterioration of Earth’s systems is forcing us to re-evaluate our 
relationship with Nature and the sources of degradation. Animal 
agriculture represents a significant driver of land use change and 
deforestation, which both appear on Nature’s most wanted list for 
their role in decimating ecosystems and biodiversity. In fact, land 
clearing for cattle is the leading cause of deforestation in Australia, 
responsible for 73% of all land cleared in QLD. The Wilderness 
Society’s scorecard in figure 1 demonstrates that most companies 
have a long way to end deforestation from beef farming.

The cattle industry is the third largest contributor to greenhouse 
gas (GHG) emissions after energy and transport industries. 
According to the Department of Primary Industries and Regional 
Development by the Government of Western Australia, ruminant 
livestock including cattle, sheep, and goats contribute to 70% 
of the agricultural sectors’ total GHG emissions and 11% of total 
national GHG emissions. 

On the flip side, Nature is ramping up her impact on livestock with 
disasters like flooding, bushfires, drought, and the pandemic, 
which had devastated livestock numbers across Australia. Setting 
aside horrific images of cows engulfed in water or flames, livestock 
populations are very vulnerable to environmental and climatic 
change. Temperature fluctuations, changes to precipitation 
patterns, humidity and altered biodiversity all impact important 
inputs like pasture growth, water supply, and the price of feed. As 
the availability of these inputs change, such as during periods of 
drought, animals may starve or die of heat stress and dehydration, 
forcing farmers to limit herd size and conserve resources. But 
livestock do not have to perish for production to be impacted. 
For example, extreme heatwaves can drastically affect dairy cow 
milk production and quality due to limitations on their ability to 
thermoregulate.

Figure 1: “Scorecard ranking companies on deforestation free beef 
policies and implementation activities”

https://www.abc.net.au/news/rural/2022-02-01/meat-industry-calls-for-end-to-trade-war-with-china/100795230
https://www.wilderness.org.au/images/resources/Beef-Deforestation-Scorecard-Report.pdf
https://www.agric.wa.gov.au/climate-change/carbon-farming-reducing-methane-emissions-cattle-using-feed-additives
https://www.sciencedirect.com/science/article/pii/S221209631730027X
https://theconversation.com/severe-heatwaves-show-the-need-to-adapt-livestock-management-for-climate-73447
https://www.wilderness.org.au/images/resources/Beef-Deforestation-Scorecard-Report.pdf
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Overall, it is becoming increasingly difficult for farmers of livestock to navigate these climatic and environmental risks. In the long term, 
mitigation and management strategies may accumulate unfeasible financial costs.

Demographic Change and Animal Welfare 

Largely driven by Gen X, Y (Millennials) and Z, animal cruelty today ranks in the top five social and environmental issues considered by 
consumers (see figure 2). As reported in the From Values to Riches 2022 report by the Responsible Investment Association Australasia 
(RIAA), 58% of respondents identified ‘animal cruelty’ as the top issue to avoid. Similarly, 50% of respondents indicated they wanted to 
avoid ‘Animal testing for non-medical purposes (e.g., cosmetics)’ and 28% wanted to avoid ‘Animal products’ all together.

The results of these consumer surveys send important signals to retail investors, such as super funds and banking institutions, that 
customers want their savings invested ethically. Given that only 32% of providers offer products that align with ethical practices, there 
is significant room for expansion in these markets.

PRIORITIES Gen Z (18-24 years) Millennials (25-39 years) Gen X (40-59 years) Baby Boomers (60+ years)

1 Human rights abuses Animal cruelty Animal cruelty Pornography

2
Animal cruelty Human rights abuses Environmental damage 

(e.g. deforestation, palm 
oil, pollution)

Companies that don't pay 
their fair share of tax

3
Environmental damage 
(e.g. deforestation, palm 
oil, pollution)

Animal testing for non-
medical purposes (e.g. 
cosmetics)

Weapons and firearms Animal cruelty

4
Fossil fuels Environmental damage 

(e.g. deforestation, palm 
oil, pollution)

Human rights abuses Tobacco

5
Violations of rights of 
Indigenous peoples

Tobacco Pornography Gambling

Figure 2 ”Top five environmental and social issues consumers want to avoid, by generation”

Headwinds Aside, Livestock Agriculture Contributes Significantly To Australia’s Wealth 

Contributing over $2.035 billion to the Australian economy in the 2020 financial year, the industry has created a brand synonymous with 
quality meat and dairy products. The latest statistics in livestock products, released by the Australian Bureau of Statistics (ABS) in March 
2022, show a decline in production due to a range of environmental and pandemic related factors. Red meat production decreased 
by 2.5% this March quarter due to the impacts of floods across Queensland and New South Wales. Intense flooding saw abattoirs, 
slaughtering establishments, and transport routes closed or restricted. Labour shortages due to COVID-19 have only impeded recovery. 

Despite these road bumps, the overall profitability of livestock farms is increasing. Farm cash income has risen by $32,000 to an average 
of $123,000 (2022, ABS statistics). There are also positive projections indicating that cattle herds will grow and boost production by 
11% in 2022 as Australia and the world emerge from the pandemic. Global demand for Australian beef is expected to grow with cattle 
supply in the latter half of 2022, and the export industry is projected to experience favourable market conditions in the coming months. 
OECD projections forecast a 14% growth in meat consumption globally, driven by the rising middle class in developing countries like 
China and the Asia Pacific region (see figure 3). Australia’s close proximity to rapidly developing Asian markets will be a future source 
of growth for the industry. 

Figure 3 “The emerging middle class in developing economies” 
indicates that Asia Pacific is forecasted to increase dramatically 
through to 2030 

Many Companies Are Transforming Risks  
Into Opportunities 

The challenges of methane and GHG emissions in agriculture 
has sparked progress in the alternative protein industry, which 
contribute less GHG emissions than animal-based industries. 
Notably, one of New Zealand’s prominent dairy companies, the 
a2 Milk Company (a2MC) (ASX:A2M), has committed to shifting 
away from purchasing carbon credits to offset its emissions to 
establishing a long-term GHG reduction programme.

In 2019, the IPO of Beyond Meat (NASDAQ: BYND) spurred investor 
interest in the alternative protein market, as well as open the meat 
industry to plant-based food products. In Australia, the poultry giant 
Inghams (ASX:ING) is expanding into plant-based proteins. Besides 
alternative protein products, Wide Open Agriculture (ASX: WOA) has 
actively progressed in creating plant-based milk products like OatUP 

Continued on page 22

https://responsibleinvestment.org/wp-content/uploads/2022/03/From-Values-to-Riches-2022_RIAA.pdf
https://www.awe.gov.au/biosecurity-trade/export/controlled-goods/live-animals/livestock
https://www.abs.gov.au/statistics/industry/agriculture/livestock-products-australia/mar-2022
https://www.awe.gov.au/abares/research-topics/surveys/livestock#prospects-for-recovery-remain-strong
https://www.chinalawinsight.com/2017/05/articles/global-network/opportunities-for-naif-in-asias-emerging-middle-class/
https://www.mla.com.au/prices-markets/Trends-analysis/cattle-projections/
https://www.fao.org/3/cb5332en/Meat.pdf
https://responsibleinvestment.org/wp-content/uploads/2022/03/From-Values-to-Riches-2022_RIAA.pdf
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and lupin-based concentrates, but the company retains interest in 
beef, lamb, and poultry. Pure Foods Tasmania Ltd (ASX:PFT) has 
similarly progressed in the plant-based market by acquiring Lauds 
Plant Based Foods and Cashew Creamery to solidify their growth 
in the plant-based food industry.  

Read more about Australia’s plant-based meat sector in Food 
Frontier’s 2020 State Of The Industry. 

Australians are embracing alternative meat and dairy products as 
the third-fastest growing market for plant-based foods. In 2019-
2020, the sector gained $185 million in sales at an increase of 32% 
from the $140 million figure in the previous year, contributing $50.4 
million to the nation’s economy. International plant-based protein 
and dairy industries have since entered the Australian market to 
capture changes to Australian diets and preferences to plant-based 
alternatives. These international brands include:  

•    Alternative Kitchen (Canada)  

•   Beyond Meat (US)  

•   Fable Food Group (Malaysia/Australia)  

•   Impossible Foods (the Grill’d burgers chain supplier in Australia)  

•   Linda McCartney (UK)  

•   Quorn (UK)  

Where animal protein is still a core product, companies are 
consistently raising the standards of animal welfare by embracing 
ethical farming practices. For example, many supermarkets are 
sourcing their products from recognised certifications like the 
RSPCA Approved Farming Scheme. For 25 years, the RSPCA has 
created a strict standard for Australian farmers to show their 
dedication in upholding ethical and humane farm animal practices. 
The companies sourcing RSPCA Approved chicken include: 

•   Aldi

•   Coles (ASX:COL)

•   Grill’d burgers

•   Herbert Adams (ASX:PFL)

•   McDonalds (NYSE:MCD)

•   Nandos

•   Woolworths (ASX:WOW)

Companies who participate in sourcing from ethical, high 
welfare farms benefit from enhanced brand reputation as they 
demonstrate their commitment to supporting high welfare farming. 
By promoting animal welfare, businesses also create competitive 
advantage through reduced costs, increased productivity, and 
accessing markets with greater welfare standards. Collectively, 
these advantages seek to promote long-term success and keep 
participating businesses at the forefront of consumer preferences. 
In fact, evidence shows responsible investment practices prioritising 
animal welfare bolster future long-term growth and stability. 

Welcome To The Stage The ASX’s Very Own 
Agribusiness Index 
Launching in July of 2022, the ASX, in partnership with S&P Dow 
Jones Indices, has created a new agribusiness index (ASX:XAG). 
With a market capitalisation of almost $30 billion, the new index 

features livestock agriculture companies including Elders (ASX: 
ELD) and Australian Agriculture Co. (ASX:AAC) (figure 4). Elders 
operates as a specialist working to improve production efficiency 
with Australian farmers by providing technical advice and access 
to global markets across retail, real estate, and financial products. 
Elder’s performance in FY21 reported a 22% increase in revenue 
with a 31% increase in statutory profit after tax and holds a share 
price of $13.31 at the time of writing. 

Australian Agriculture Co. owns and operates cattle farms and 
feedlots occupying around 7 million hectares of land in Queensland 
and the Northern Territory. During FY21, the company reported 
an operating profit of $17.7 million pre-JobKeeper and $24.4 
million post JobKeeper payments. Since the start of 2022, the 
company’s share price has risen from $1.48 to $2.08, a 61.24% 
rise in the past year. 

The inception of this index strengthens the profile of livestock 
agriculture and other agriculture industries into the market. The 
creation of this index signals significant investor interest and 
awareness present in the market who are seeking for opportunities 
to participate in an industry previously overshadowed by Australia’s 
other large commodities like mining and energy. By gaining this 
index, the industry will inherit greater attention, innovation, and 
progress to support efficient and sustainable practices to reflect 
the climate and environmental risks facing the industry. In addition, 
ASX:XAG will contribute to the Delivering Ag2030 goal of becoming 
an industry worth $100 billion by 2030 and grow a vital sector in 
Australia’s economy. 

Figure 4 “The XAG top 20 constituents now and their ranking  
since 2015” 

A Final Note 

Livestock agriculture will face its fair share of adversity. Factors 
such as rising geopolitical tensions, a global pandemic, and climate 
change form significant headwinds that will continue to disrupt 
the industry. The introduction of a younger, more environmentally 
and ethically conscious demographic of investors will be a catalyst 
for change as producers are challenged to address animal welfare 
concerns and meet the demand for meat alternatives. Some 
companies have moved quickly to capitalise on this shift, turning 
risk into competitive advantage. Despite this uncertainty, Australian 
livestock agriculture continues to thrive as a highly profitable 
industry for investors, consumers, and producers of livestock. Only 
time will tell whether the risks outweigh the rewards. E

Continued - Investing in Australian Livestock Agriculture: 
With Strong Headwinds Closing In, Do The Risks Outweigh The Rewards? 

https://www.foodfrontier.org/wp-content/uploads/dlm_uploads/2021/03/Food-Frontier-2020-State-of-the-Industry.pdf
https://www.austrade.gov.au/international/invest/investor-updates/naturli-foods-taps-into-australia-s-a-185m-plant-based-meat-market#:~:text=Australia's%20growing%20alternative%20meat%20market&text=In%202019–20%2C%20Australia's%20plant,19%20to%20A%2450.4%20million.
https://stockhead.com.au/food-agriculture/beef-prices-are-at-record-highs-and-these-asx-stocks-could-benefit/
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BRICKBATS 
& BOUQUETS

Bouquets
Bouquet to ASIC for follow through on their “pump and dump” warnings. 

‘Pump and dump’ activity occurs when a person buys shares in a company and 
seeks to pump the share price through using social media and online forums to 
spread excitement and/or false news about the company’s prospects. They then 
sell their shares to take a profit, leaving the buyer with a falling share price as reality 
influences trading once more.

ASIC expects market participants to promptly submit suspicious activity reports 
where they see this type of pump and dump activity, and encourages investors and 
consumers to report misconduct to ASIC. 

Between September 2014 to July 2015, Mr Govinda used 13 different share trading 
accounts, held in the names of friends and relatives, to manipulate the share price of 
20 different listed stocks. Mr Govinda manipulated the market, contrary to s1041B of 
the Corporations Act, by trading between the accounts he controlled (wash trading); 
using fake, ‘prop’, or ‘dummy’ bids to falsely increase the perceived demand, and 
ultimate price, for listed stocks. His online forum name was Fibonarchery.

On 6 June 2022, Mr Gabriel Govinda pleaded guilty to 23 charges of manipulation 
of listed stocks on the Australian Securities Exchange and 19 charges of illegal 
dissemination of information relating to the manipulation.

Mr Govinda’s guilty plea to charges under s1041D of the Corporations Act were 
in relation to his online posts on HotCopper in which he illegally disseminated 
information about his wash trades and dummy bids. He was seeking to increase 
(or pump) the share price, then selling (or dumping) the listed stocks at a higher 
price. This is often referred to as ‘pump and dump’. 

In one HotCopper post, Mr Govinda stated “dummy bids are all part of the fun and 
games and cat and mouse of the stockmarket!". This is the first time a person has 
been convicted of charges under s1041D of the Corporations Act.

 ASIC has previously warned about social media led ‘pump and dump’ campaigns. 
ASIC continues to act against this form of market manipulation that threatens the 
integrity of markets. Posting on social media to coordinate ‘pump and dump’ activity 
in listed stocks is an offence under the Corporations Act.

This matter has been adjourned part-heard to 29 July 2022 for a mention hearing. 
Mr Govinda faces a maximum penalty for each charge of 10 years' imprisonment 
or a fine of up to $765,000, or both. In March 2019, the maximum penalty for these 
offences was increased to 15 years imprisonment.

Members are welcome to send in their suggestions to equity@asa.asn.au. Comments 
included here do not necessarily reflect those of all members.

We encourage members to write to the editor to raise concerns, share experiences, knowledge, or advance investing theories. As 
such, and with such a broad community as ASA, we take no responsibility for the opinions expressed but we do encourage debate 
to inform members on the issues of the day and the future.

Please email your contributions to education-manager@asa.asn.au



GOLD’S INVESTMENT 
REPUTATION IS STRONG. 
AND SO IS OURS.
Gold ETFs are a strong diversifier and defensive 
asset to protect your clients against market 
volatility. But for a truly strong investment,  
your ETF issuer matters.

As Australia’s leading gold ETF issuer, The Perth 
Mint offers the lowest cost, most secure gold 
ETF on the ASX. 

Secure your clients’ portfolios today.

ASX:PMGOLD
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