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Responsible investment is a process that 
takes into account environmental, social, 
governance (ESG) and ethical issues 
within the investment process of research, 
analysis, selection and monitoring of 
investments1.

Whether you are a large superannuation fund or 
a small not-for-profit, there is increasing pressure 
to determine an investment solution that reflects 
your organisations’ values, manages risk and 
meets your income requirements.  

This requires determining a consistent approach 
to ESG issues across your organisation and an 
evaluation of the requirements and priorities 
to best serve your goals. Each organisation is 
unique and there is no ‘single solution’ to this 
complex issue. As a first step to establishing and 
implementing your organisation’s objectives, you 
should determine the drivers for decision making 
as outlined in Figure 1. 

At Russell, we use our integrated asset 
management capabilities to deliver practical tools 
and advice to manage ESG considerations across 
your investment portfolio.

There is a broad array of methods for managing  
responsible investment requirements – from 
excluding companies involved in controversial 
industries, to supporting the most sustainable 
companies, to a sharp focus on ESG risks, and 
using ownership to engage with companies.

Responsible investment
“Responsible investment … is driven by a growing recognition in the 
financial community that effective research, analysis and evaluation of 
ESG issues is a fundamental part of assessing the value and performance 
of an investment over the medium and longer term...” 

UN Principles for Responsible Investment

   1 Responsible Investment Association of Australia
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Figure 1.  
Decision-making framework



Case study – Russell Australian Responsible Investment ETF

The challenge 

Many of our not-for-profit clients were seeking 
a way to easily invest in Australian shares 
while filtering out companies that do not meet 
common ESG criteria, e.g. the manufacture 
and distribution of tobacco, alcohol, gambling, 
pornography and armaments; and the 
production or combustion of more carbon-
intensive fossil fuels.

Russell solution 

The Russell Australia ESG High Dividend Index uses a 
selective methodology to identify and weight Australian 
companies based on a demonstrated commitment 
to responsibility in the following categories; 
Environmental, Social and Governance (ESG) and 
high quality dividend income.

The Russell Australia ESG High Dividend Index is 
created using the Russell Global Australia All Cap Index 
as the parent index. Companies not listed on the ASX 
and which fail Responsible Investment Committee  
criteria are eliminated, then the methodology uses a 

leading global provider of ESG research to evaluate the 
remaining companies’ relative strengths.  

Russell’s non-linear probability (NLP) algorithm  is used 
to score and weight stocks based on the ESG criteria.  
The resulting portfolio is then scored and weighted 
using Russell’s composite income score using the NLP 
algorithm.  The resulting Australia ESG High Dividend 
Index contains approximately 25-30% of the names 
contained in the parent index. 

Outcome

The Russell Australian Responsible Investment ETF 
provides investors with a simple, cost-effective and 
transparent means of accessing an ESG enhanced 
portfolio of Australian shares.

This ETF provides organisations with an effective 
tool for cash flow and liquidity management within 
a portfolio. In addition to addressing ESG factors, 
the ETF seeks to improve expected future income 
(including franking credits), an important consideration 
to our NFP clients. 

Practical investment solutions tailored to meet your needs
We work with clients to implement responsible 
investment practices across their portfolios, including: 

 › Policy development and advice: Our consultants 
guide and advise clients to determine the 
appropriate ‘value versus values’ balance that 
reflects an organisation’s goals for their portfolios.   

 › Exclusion screens:  A number of our clients seek 
to exclude companies and/or industries from their 
portfolios, e.g. fossil fuel exposure. We can provide 
investment screens based on the characteristics 
you wish to vett from your portfolio to remove 
concerns for specific securities.  

 › ESG portfolio management: Sustainalytics, a 
leading third-party ESG data provider, currently 
provides ESG data to Russell and our clients on 
approximately 3,500 securities globally. Integrated 
with manager holdings and market data, this 
powerful analytical and reporting tool monitors 
ESG factors within our own portfolios and those of 

our clients on an ongoing basis. The research also 
allows clients to tilt their portfolios to higher scored 
companies, exclude bottom quartiles, or tailor to 
specific requirements. 

 › Enhanced index exposure: We can apply tailored 
portfolio tilting to positively invest in companies 
with specific traits, e.g. low carbon, or strong 
ESG characteristics across an enhanced passive 
exposure. 

 › Proxy voting: Russell’s investment management 
team operates a comprehensive Proxy Voting 
Policy to ensure that we discharge the ownership 
responsibilities that clients have delegated to us in 
a way that is consistent, responsible and effective. 
Our proxy service provider - Glass Lewis & Co - 
conducts corporate governance research, including 
in-depth analysis of shareholder meeting agenda 
items and associated vote recommendations.
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  To learn more about our responsible  
investment solutions contact: 

For further details on the charter and criteria for the Responsible Investment Committee excluded list of companies, please see Appendix A

For further details on the NLP algorithm see ‘Portfolio Performance Measurement and Benchmarking’, Christophersen, Carino, Ferson, 2009, Chapter 26
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