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The Innova Sustainable Future Portfolios

ABOUT US
Innova was founded on the principles of providing robust and research-intensive insights 

to help our investors meet their financial goals. We understand and appreciate the nuances of risk and 
return, taking a long-term approach to creating wealth and aligning with our investors’ objectives.

We focus on managing the multi-faceted nature of investment risk and have built our proprietary, 
quantitative risk management framework based on rigorous academic research. Our   decade-long 
history of navigating global markets, through a rules-based approach, means your business can have 
confidence in investment outcomes through all market conditions. 

We have publicly demonstrated our commitment to incorporating ESG factors into our investment 
process by becoming a signatory of the Principles for Responsible Investment (PRI). The PRI is a world 
leading proponent of responsible investment and developed the Principles to achieve a more sustainable 
global financial system.

Innova’s Sustainable Future portfolios are designed to address and improve on the United Nations Sustainable 
Development Goals (SDGs), through our positioning and investment decision making. 

We incorporate: 

• Positive & negative screening as part of our investment selection process using Ethos ESG 

• Our proprietary risk management framework 

• Charitable donations from the revenue we earn to make these portfolios cost neutral and give back to the 
causes we care about most 

• Proprietary quantitative scoring in our manager selection to ensure we avoid overvalued assets and style biases 

• Qualitative overlay to ensure the vision and process of the investments we select align with our own philosophy  

0 1
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• Continually reduce greenhouse gas emissions and other pollutants 

• Increase access to affordable, reliable, and sustainable energy for all

• Be prepared for natural disasters and provide effective aid when  
disasters happen

• Ensure universal access to affordable, quality healthcare
• End preventable deaths of mothers and children, support reproductive  

health everywhere
• Eradicate infectious and non-communicable diseases
• Support awareness and access to mental health support for all 
• Continually reduce the use of tobacco 

• Ensure humane treatment of animals everywhere

• Protect biodiversity & wildlife habitats on land, preserve forests and 
combat land degradation

• Support healthy oceans and marine diversity, including through  
reduced pollution

• Reduce waste and support reusable materials

• Ensure sustainable use of natural resources

• Reduce violence in the production of minerals

• Achieve equal pay and opportunity for women everywhere

• Ensure equal rights for all lesbian, gay, bisexual, transgender,  
and queer people

• End violence against women and all trafficking

0 2
S U S T A I N A B L E  D E V E L O P M E N T 
G O A L S
Our ESG focused portfolios seek to improve outcomes across all SDGs, however, for our positive screen we have 
placed an emphasis on the following key areas

CLIMATE 
ACTION

LIFE ON EARTH

GENDER 
EQUALITY

HEALTH & 
WELLBEING

SUSTAINABLE 
RESOURCE USE
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0 3
I N V E S T M E N T  I N T E G R AT I O N

The above table by Responsible Investment Association Australasia (RIAA) defines the spectrum of responsible 
investments. Innova’s sustainable future portfolios use a positive screening process, to target a portfolio solution 
that has better ESG performance relative to our benchmark. We also incorporate a negative screen to avoid or 
reduce our exposure to the areas that do the most harm. 

*This spectrum has been adapted from frameworks developed by Bridges Fund Management, Sonen Capital and the Impact Management Project

AP
PR
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CH

TRADITIONAL 
INVESTMENT

RESPONSIBLE & ETHICAL INVESTMENT PHILANTHROPY

ESG 
Integration

Exclusionary/  
Negative  

Screening

Norms-based
screening

Corporate 
engagement and 

shareholder action

Positive/ best in 
class screening

Sustainability 
themed  

investing
Impact investing

M
ET

HO
D

Providing limited 
or no regard for 
environmental, 

social, 
governance and 
ethical factors 
in investment 

decision making

Explicitly 
including ESG 

risks and 
opportunities 
into financial 
analysis and 
investment 
decisions 

based on a 
systematic 

process and 
appropriate 

research 
sources

Excluding 
certain sectors, 

companies, 
countries or 

issuers based 
on activites 

considered not 
investable due 
principally to 
unacceptable 

downside 
risk or values 
misalignment 

Screening of 
companies and 

issuers that do not 
meet minimum 

standards 
of business 

practice based 
on international 

norms and 
conventions; can 
include screening 
for involvement in 

controversies

Executing shareholder 
rights and fulfilling 

fiduciary duties 
to signal desired 

corporate behaviours 
- includes corporate 

engagement and 
filing or co-filing 

shareholder 
proposals, and proxy 

voting guided by 
comprehensive ESG 

guidelines

Intentionally 
tilting a proportion 

of a portfolio 
towards solutions; 

or targeting 
companies 

or industries 
assessed to 

have better ESG 
performance 

relative to 
benchmarks or 

peers

Specifically 
targeting 

investment 
themes e.g. 
sustainable 
agriculture, 

green 
property, 

‘low carbon’, 
Paris or 

SDG-aligned

Investing to achieve 
positive social and 

environmental 
impacts - requires 

measuring and 
reporting against 

these, demonstrating 
the intentionality 
of investor and 

underlying asset/
investee and 

(ideally) the investor 
contribution

Using grants to 
target positive 

social and 
environmental 

outcomes with no 
direct financial 

return
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Avoids Harm

Benefits stakeholders

Contributes to solutions

Delivers competitive financial returns

Manages ESG risks

Pursues opportunities and creates real-economy outcomes

Contributes to better system stability and economic sustainability
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Our negative screens
Our negative screens are incorporated using Ethos ESG. We use a combination of full screens and lite screens, as 
defined in the below table for each area. We use lite screens in some areas because we believe the movement 
toward better ESG practices should be done in a sustainable way and in particular the reliance on Fossil Fuels 
and Coal should be phased out over time to support developing nations, as well as innovation in this area.  

SCREENS

Tobacco Screened out if a company generates significant revenue* from tobacco-related sales. 
This typically means deriving more than 1% of revenue from tobacco-related sales. 

Weapons Screened out if a company generates significant revenue from weapons related sales. 
This typically means deriving more than 1% of revenue from arms sales

Coal Lite Screened out if a company’s primary business model is thermal coal mining and the com-
pany generates at least 10% of revenue from thermal coal mining. 

Fossil Fuel Lite Screened out if a company is considered a fossil fuel company and generates at least 10% 
of revenue from these activities. 

Alcohol Lite Screened out if a company generates at least 10% of revenue from the sale of alcohol

Gambling Lite Screened out if a company generates at least 10% of revenue from gambling/related 
activities. 

Pornography Lite Screened out if a company generates at least 10% of revenue from activities seeking to 
appeal to a prurient interest in sex or to incite sexual excitement. Includes companies that 
feature adult entertainment, such as casinos. 

Discrimination 
controversies Lite

Screened out if a company has been involved in a “very severe” controversy related to cus-
tomer or employee discrimination over the past 5 years, based on publicly available media 
reports. Ethos defines controversy severity from “low” to “very severe” 

*Revenue is defined as gross revenue based on audited, public financial statements.

Positive screen and manager selection process 
1. Impact assessment: internal team survey to determine the weights across our key SDGs, which is loaded into 

Ethos ESG 

2. Investable universe: Our investable universe is defined as all investments that score above 60 based on our 
impact assessment 

3. Quantitative scoring: we run our proprietary quantitative scoring process across all investments with a 
sufficient track record to ensure investment quality

4. Knock out factors: we identify style biases and overvalued areas from our quant scoring process and knock 
out managers based on this performance-based scoring 

5. Qualitative overlay: we conduct detailed manager reviews with the remaining top candidates to identify any 
qualitative knock out factors 

6. Portfolio scoring: we analyse the remaining managers across combined quant and ESG scores to construct 
an overall portfolio score of at least 70 on Ethos ESG (with a minimum of 70 across each of our key SDGs)
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Portfolio construction process 
Our proprietary risk management framework, which Innova is known for, is also used across our Sustainable 
Future portfolios. A summary of this process is shown below: 

Ethos ESG Rating Methodology
1. Define metrics for each cause 

Most causes on Ethos include 25-40 metrics, these may include government fines, product recalls, public 
controversies, shareholder actions, employee reviews, management decisions, and more.

2. Aggregate data from credible source 
For each metric they pull in data from independent organizations, government agencies, company reports, 
and other publicly-available sources.

3. Normalise data to 0-100 ratings 
They combine metric scores to create a 0-100 rating for each company and fund, for each of the 45 causes on 
Ethos.

4. Personalise ratings 
They use an impact assessment to determine the causes that matter most to the investor (in Innova’s case, 
the 5 key SDGs identified earlier).

For more information on Ethos ESG please visit their website https://www.ethosesg.com/

LONG TERM FORECASTS

Firstly, We calculate  
valuation forecasts over a  

10-year time horizon

SHORTER-TERM  
RISK FORECASTS

Fourthly, we control for potential 
short term risks that while 
unlikely could have a large 

impact on the portfolio

STRESS TESTS

Fifthly, we recreated 
stressed market 

environments to test the 
robustness of the portfolio

COMMON SENSE OVERLAY

Finally, we apply a common  
sense overlay to ensure  

the reasonableness of our  
final portfolio

SPECIFIC RISK CONSTRAINTS

Secondly, we apply constraints 
to ensure that our portfolio risk 
benchmarks are not breached

ROBUST OVER OPTIMAL 
PORTFOLIOS

Thirdly, we ensure our portfolios 
are properly diversified across the 

specific drivers of risk
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Traditional versus Sustainable Future
A comparison of our traditional balanced portfolio versus our traditional portfolio is shown below:  

 Innova Traditional Balanced portfolio Innova Sustainable Future Balanced Portfolio

Investment  
objective

To achieve a return of 4.0% p.a. above CPI, 
after fees, over a rolling 6 year period.

To exceed the RBA Target Cash Rate by 3% 
p.a., after fees, over rolling 6-year periods. 

Portfolio  
Construction

Systematic risk management process to 
determine the most robust asset  

allocation based on risk constraints,  
with a qualitative overlay.

Same process but with a slight difference 
to the SAA (due to the lack of investment 

options in real assets and alternatives) which 
acts as a portfolio risk constraint in the 

systematic process. 

Investment  
Selection

Negative screen for weapons and  
tobacco and quantitative scoring  

process based on risk factor analysis,  
with a qualitative overlay.

Negative screen for weapons and tobacco 
and Lite screen for coal, fossil fuels, alcohol, 

gambling, pornography & discrimination 
controversies. Adjusted quantitative scoring 
process to weight an additional ESG ranking 

(positive screen derived from Ethos ESG). 
Additional emphasis on qualitative overlay 
due to shorter track records of ESG focused 
managers and smaller investable universe. 

Monitoring 
Weekly mandate checks and portfolio 

management meeting. Monthly perfor-
mance attribution reporting. 

Weekly mandate checks and portfolio 
management meeting. Monthly impact 

reporting to assess ESG impact and  
negative screen reporting. Monthly 

performance reporting.

Turnover  
target

30% 30%

Investment  
Management fee

0.358% 0.358%

Minimum  
suggested  
timeframe

6 years 6 years

Other For-profit model.

Part of revenue (currently 20%) donated  
to ESG aligned charities - the share of  

revenue donated is calculated to make  
these portfolios cost neutral.



9INNOVA THE INNOVA SUSTAINABLE FUTURE MANAGED ACCOUNT SOLUTION 

Benchmark Sustainable Future portfolios Monitoring & review

Ethos overall portfolio score At least 70
Monthly monitoring & manager 
assessment if score falls below 
benchmark

Ethos health & wellbeing score At least 70
Monthly monitoring & manager 
assessment if score falls below 
benchmark

Ethos climate action score At least 70
Monthly monitoring & manager 
assessment if score falls below 
benchmark

Ethos Life on Earth score At least 70
Monthly monitoring & manager 
assessment if score falls below 
benchmark

Ethos Gender Equality score At least 70
Monthly monitoring & manager 
assessment if score falls below 
benchmark

Ethos sustainable resource use 
score At least 70

Monthly monitoring & manager 
assessment if score falls below 
benchmark

SAA benchmark Emit at least 50% less of the GHG/
CO2 equivalent1 Monthly monitoring

SAA benchmark Be at least 50% less  
carbon intensive2 Monthly monitoring

SAA benchmark
At least 30% less in average climate 
change potential (in degrees 
celsius)

Monthly monitoring

SAA benchmark 
Reduce annual percentage change 
in absolute GHG/CO2 equivalent3 by 
30% more

Monthly monitoring

Charitable donations Donate at least 20% of revenue
Annual donation based on  
portfolio Funds Under 
Management (FUM)

0 4
I M PA C T
To benchmark our ESG focused portfolios and determine how we have created meaningful improvements on 
the causes set out in this policy, we use the metrics available within Ethos ESG and a multi-asset benchmark 
constructed based on our Strategic Asset Allocation (SAA).

1 Scope 1, 2 & 3
2 Scope 1, 2 & 3 emissions per $1M USD revenue
3 Scope 1 & 2
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Charitable donations
In line with our ESG philosophy, we are committed to supporting registered Charities that focus on 
improvements within our core SDGs with the commitment to donate at least 20% of our fee from our ESG 
focused portfolios (with the view that this percentage will increase with scale). Our ultimate goal is for this 
revenue percentage to be cost neutral, so that the revenue donated from these portfolios equates to neutral 
overall profitability. 

We strongly believe that allocating to charities focussed on the areas aligned with our key areas of focus in our 
philosophy will allow us to make a tangible impact. We therefore consider charitable donations a key measure of 
success that we benchmark ourselves to on an annual basis and will be incorporated into our annual impact report. 

The charities we are initially supporting that support our key causes are as follows:

CLIMATE 
ACTION1

LIFE ON EARTH2 SUSTAINABLE 
RESOURCE USE3

GENDER 
EQUALITY4

HEALTH & 
WELLBEING5

Women’s Community Shelter Australia

Love Mercy Foundation

Australian Conservation Foundation

Green Fleet
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0 5
H OW  T O  I N V E S T
We currently have two Innova Sustainable Future Portfolios available on HUB24 only: 

• Innova Sustainable Future Balanced Portfolio

• Innova Sustainable Future High Growth Portfolio 

They are available via the core and choice product offerings for both super and IDPS. 

We will look to expand this product offer subject to demand. We can also offer bespoke, private label solutions 
that are ESG aligned for financial advisers and IFAs. 

Please reach out if you would like to learn more about our Sustainable Future portfolios.

For more information about these portfolios, please refer to the Product Disclosure Statement. 

Email: clientservices@innovaam.com.au

Phone: (02) 8203 9130



www.innovaam.com.au
Suite 302, Level 3, 31 Market Street, Sydney, NSW, 2000

Client Services: (02) 8203 9130

clientservices@innovaam.com.au

Important Information
This document has been prepared by Innova Asset Management Pty Ltd (Innova), ABN 99 141 597 104, Corporate Authorised Representative (402207) of Innova Investment Management 
Pty Ltd, AFSL 509578, and for other persons who are wholesale clients under section 761G of the Corporations Act. 
To the extent that this document may contain financial product advice, it is general advice only as it does not take into account the objectives, financial situation or needs of any particular 
person.  Further, any such general advice does not relate to any particular financial product and is not intended to influence any person in making a decision in relation to a particular 
financial product. No remuneration (including a commission) or other benefit is received by Innova or its associates in relation to any advice in this document apart from that which it would 
receive without giving such advice. No recommendation, opinion, offer, solicitation or advertisement to buy or sell any financial products or acquire any services of the type referred to or 
to adopt any particular investment strategy is made in this document to any person.  
All investment involves risks, including possible delays in repayments and loss of income and principal invested. Any discussion of risks contained in this document with respect to any type 
of product or service should not be considered to be a disclosure of all risks or a complete discussion of the risks involved. Past performance information provided in this document is not 
indicative of future results and the illustrations are not intended to project or predict future investment returns.  
The performance reporting in this document is a representation only. Innova has used a calculation methodology to simulate the performance of the relevant Investment Program since 
commencement, net of all fees and commissions at the fund/security level, and gross of other fees and commissions. Simulated performance does not reflect the performance of any 
specific account. Each account will have its own unique performance history, due to factors including varied methods of implementation, fee and tax structures. Therefore, simulated 
performance may vary significantly compared to that of any specific account. The out of sample backtested performance data has been simulated by Innova and is for illustrative purposed 
only, and is not representative of any investment or product, Results based on simulated performance results have certain inherent limitations as these results do not represent actual 
trading. No representation is being made that any account will or is likely to achieve profits or losses similar to those being shown. 
Although non-Fund specific information has been prepared from sources believed to be reliable, we offer no guarantees as to its accuracy or completeness. Any performance figures are 
not promises of future performance and are not guaranteed. Opinions expressed are valid at the date this document was published and may change. All dollars are Australian dollars unless 
otherwise specified.


