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Za'atari Refugee Camp, located 10kms from the Syrian border in Jordan. The Save the Children run Rainbow Kindergarten at Za'atari Refugee Camp.
Image: Robert McKechnie/Save the Children

WELCOME TO THE
DECEMBER 2015
EDITION OF IMPACT.
Since our last edition, we’ve hosted
events in Sydney and Melbourne
encouraging Australians to make
charitable gifts through their wills,
as part of Include a Charity initiative.
Research funded by Perpetual
suggests that nearly one in three
Australians intend to leave a gift to
a charity in their will. Yet only 7.5%
of people actually do it*.
At Perpetual we’re working to help
families and individuals provide
support for the communities they
are passionate about through
their estates. We believe there’s an
important role for financial advisers
to play in this area and applaud
the work of all the organisations
involved in Include a Charity Week.
How we give is almost as important
as who we give to. That’s why we’ve
featured articles on giving during
humanitarian crises and also on
how investing in people has had
an enormous impact in the field of
medical research.
I hope you enjoy reading about
these important issues and more in
this edition of IMPACT.
Geoff Lloyd
Chairman, Perpetual
Foundation
CEO and Managing
Director
Perpetual Limited
2014, Encouraging Charitable Bequests
by Australians, Swinburne Business
School, Asia–Pacific Centre for Social
Investment & Philanthropy.

FUNDING INTERNATIONAL
HUMANITARIAN ASSISTANCE:
WHAT PHILANTHROPISTS
NEED TO KNOW
When an international humanitarian tragedy occurs, it
often triggers a wave of funding for emergency on-theground relief. While humanitarian aid is critical, so is
the role of advocacy in preventing further atrocities or
stopping a bad situation from getting worse. After all,
governments tend to be more proactive when they know
they are being scrutinised.
Understanding how humanitarian
assistance is provided and how
humanitarian organisations are
structured is an important step in
making impactful funding decisions.

PROVIDING
HUMANITARIAN
ASSISTANCE THROUGH
ON-THE-GROUND AID
Today, the larger global aid organisations
providing front line relief work are part
of sophisticated global networks that
can move quickly, and most importantly,
have a local presence. “Having local
staff on the ground is critical to
understanding local cultures, customs
and context,” explains Paul Ronalds,
CEO of Save the Children Australia.
Save the Children is an international aid
and development agency that is focused
on protecting children from harm, with
offices in 124 countries. Staggeringly,
at any one time, they are responding to
50-60 global humanitarian crises.

Coordination is key for saving lives in
an emergency response. Understanding
the United Nations (UN) emergency
response mechanism to a crisis is also
critical for an organisation wanting to
maximise its impact on the ground as
the relief coordination effort is generally
under UN auspices. When Typhoon
Haiyan devastated Central Visayas in
the Philippines in 2013, a locally based
UN resident coordinator worked closely
with the Philippines government to
drive a UN coordinated response.
Typically, the UN will delegate
responsibilities for critical activities
to some of the larger aid organisations.
For example, Save the Children
may be delegated responsibility
for coordination of education and
reestablishment of schools, Oxfam
for water and World Vision for food
aid. “It doesn’t mean each organisation
is responsible for providing all the
aid in that sector but rather that it is
responsible for coordination in that
sector so that there is no doubling up,”
says Ronalds.

*

“The need in a crisis always exceeds the availability of resources, which is
why coordination is critical to limiting duplication and low impact activities.”
Paul Ronalds, CEO, Save the Children Australia
Continued over
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“For very high profile crises,
it is not uncommon for 300
aid organisations to fly in to
the crisis area with the best
of intentions to provide aid.
Realistically, only half
a dozen understand how
local coordination works
and how to integrate
their efforts for
maximum impact.”
Paul Ronalds, CEO, Save the
Children Australia

While crisis response work is critical in
keeping people alive following a disaster,
humanitarian advocacy is just
as important. Often, however, advocacy
is less visible and usually seeks
longer-term solutions in alleviating
human suffering.

ALLEVIATING HUMAN
SUFFERING THROUGH
ADVOCACY
Humanitarian advocacy is concerned
with creating systemic changes that
improve human rights outcomes.
For Human Rights Watch, a global
research and advocacy organisation,
this process involves researching
and documenting human rights
abuses, lobbying policy makers to
make positive changes, and sharing
this information with the public.
“We believe it’s important for policy
makers to make decisions that are
informed by the plights of victims
of abuse,” says Elaine Pearson, the
Australian Director of Human
Rights Watch.

“We make clear recommendations of
actions that policy makers should take,
which are in line with international
human rights standards.”
With approximately 400 staff located
in more than 90 countries and a highly
regarded research team of former
journalists, political scientists, lawyers
and academics, Human Rights Watch
has the influence to lobby governments
and policy makers at the highest level.
Human Rights Watch has embraced
the power of social media to get their
message to the public and its twitter
account has 2.3 million followers. In fact,
one of the most haunting photographs
to emerge from the Syrian refugee
crisis in Europe was first tweeted by
a Human Rights Watch staffer this
year. The confronting photographs of
drowned Syrian child, Aylan Kurdi, on
a beach in Turkey galvanised public
opinion in Australia and the world. It
sparked a rapid policy response from the
Australian government to increase the
intake of Syrian refugees.
Human Rights Watch doesn’t accept
government funds, directly or indirectly,
or accept funds from private donors that
could compromise its objectivity and
independence. Its political independence
is critical to its work.

VALUABLE
INTERACTIONS
BETWEEN ONTHE-GROUND
AND ADVOCACY
ORGANISATIONS
In seeking to alleviate human suffering,
it’s important for different types of
interventions to occur. Aid relief and
advocacy organisations commonly work
side-by-side during humanitarian crises
to get the best outcomes.

“Front line relief aid is focused on getting
emergency assistance to people with
desperate humanitarian needs. Aid
workers are often grateful that Human
Rights Watch can speak to individuals
and get important information out to the
media and the public,” notes Pearson.
An integral part of Human Rights
Watch advocacy work is to document
the conditions in the home country
that cause people to flee.

“Ultimately we want to
create sustainable change.
This means looking at the
root causes of an issue and
applying pressure
for change.”
Elaine Pearson, Australian
Director, Human Rights Watch

Ronalds agrees. “When you are
seeking to challenge the existing
power structures in a community or
industry, you have to take a sophisticated
approach. We work with advocacy
groups to do some parts of the advocacy
on our behalf. This is often supported
by our learnings from being on
the ground.”
Pearson observes that the large number
of refugees arriving in Europe has
exposed new human rights abuses.
“We have been documenting police
abuse towards migrants and refugees in
Macedonia and have called out the EU
on their approach of shifting the refugee
burden to some countries that are not
equipped to provide protection
to refugees.”
Continued over

Members of the Hellenic Coast Guard rescue migrants and asylum seekers from an overcrowded rubber dinghy found drifting in the sea off Lesbos island in Greece.
October 4, 2015. © 2015 Zalmaï for Human Rights Watch
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HOW DONORS CAN CREATE THE GREATEST
IMPACT IN A HUMANITARIAN CRISIS
Philanthropists aiming for the highest social return on
their investment might consider the following approaches.
1. INVEST EARLY
Ronalds’ advice to funders is to
invest as early as possible following a
humanitarian crisis event. “We will save
the most lives in the first week or two.
Funding received early on can better
assist with planning the aid.”
Even better, invest before the event
or disaster occurs. “Donors seeking a
significant social investment return
should consider disaster risk reduction
investments as the impact on outcomes
are enormous.” Ronalds explains
that Save the Children pre-empted
the damage from the Solomon Island
floods in 2014, by working with 63
communities before the floods to
plan how and where crops should be
planted and shelters secured. For these
63 communities, there was no food
insecurity following the floods.

2. INVEST IN
ORGANISATIONS
WITH A TRACK RECORD
According to Ronalds, donors wanting to
fund on-the-ground aid should look for
organisations with a strong local history,
and an understanding of the global UN
humanitarian system and how to work
within it. “Without those things, there
is a high likelihood of the money being
wasted,” he notes.
Residence of a riverside village in Dolores, Eastern
Samar, Philippines, receive essential aid items from
Save the children after Typhoon Hagupit hit their
village, Dolores, Eastern Samar, Philippines.
Images: Jonathan Hyams/Save the Children

Pearson also urges donors to be sure that
funded organisations have the capacity
to deliver and are coordinated with the
local relief effort.
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3. DON’T FOCUS
ON ONE TYPE OF
INTERVENTION
“It’s important for donors to know that the
work of one organisation isn’t going to
fix everything. Advocacy needs to match
the work being done on the humanitarian
front line. Especially where governments
are not living up to their obligations,”
says Pearson.
Ronalds agrees. “Some philanthropists
are only interested in food aid. Certainly,
in the immediate aftermath of a
humanitarian crisis the focus is to save
lives but it doesn’t support systemic
changes or prevent the crisis from
happening in the future.”
It is clear that a variety of interventions
in humanitarian crises are needed.
The timeframe for outcomes in onthe-ground aid and advocacy are quite
different but they are both integral to
alleviating human suffering.
“Our advice to philanthropists who
wish to fund organisations working
internationally is to find organisations
who can speak of their effectiveness and
track record as well as demonstrating
efficiencies through local partnerships.
For the clients we work with, they are
keen to ensure that organisations they
are supporting in development and
human rights advocacy actually walk the
talk", says Perpetual's National Manager
of Philanthropy and Non Profit Services,
Caitriona Fay.
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INVESTMENT IN EARLY-CAREER RESEARCHERS:
IS THIS THE PERFECT IMPACT POINT FOR
PHILANTHROPISTS?
It takes a healthy pipeline
of talent to fuel future
medical research expertise.
So nurturing early-career
medical researchers is
critical to keeping the
brightest, most promising
researchers in Australia.

GETTING A FOOT IN
THE DOOR IS DIFFICULT
In most cases, external research
funding requires proof that a proposed
research project is feasible. When
project proposals are submitted they
usually contain preliminary or pilot
data. The pilot data needs to be collected
before the funding is received. Often,
this means that early-career researchers
are self-funding the collection of pilot
data, or if they are lucky, they may
have a senior mentor who can help
a little.
The pathway to a career in research is
not easy, usually involving an initial
degree followed by a PhD followed
by a postdoctoral period. Early-career
researchers face constant uncertainly
over funding and their salaries, while
ensuring that they maintain productivity
to remain viable.

Woolcock Institute of Medical Research:
Investing in early-career researchers

With a limited pool of research funding
available, it’s often difficult for the next
generation of researchers to build a track
record and establish their credentials.
Early-career researchers generally
need funds to collect pilot data, travel
to conferences or take part in further
training to progress their research careers.
Post-doctoral researchers are generally
paid modestly through the Federal
Government’s National Health and
Medical Research Council (NHMRC)
with no allowances provided for training
or travel fees. Medical research institutes
generally rely on their researchers to
apply for funds to provide a salary.
Competition for funds at every stage
is tough. “To get an NHMRC early
career research fellowship, researchers
need to be in the top 15-20%,” explains
Carol Armour, Executive Director at the
Woolcock Institute of Medical Research
(WIMR). These fellowships usually last
4 years only, with no guarantee of
further funding.

It takes years for a younger researcher to
move into the next phase of their career
and receive a substantial fellowship.
“To receive an independent senior
fellowship from the NHMRC, candidates
are usually more than 40 years old,”
says Armour.
The costs faced to stay in and build a
career in research coupled with difficulty
in attracting government and private
funding in research means Australia is
at risk of a talent drain as young people
move away from careers in research.

“This initiative is designed to help
early-career researchers take their first
meaningful step in research so they
can then apply for external funding.
A key measure of success is when an
early-career researcher attains external
funding – usually through a fellowship
that enables them to work in full-time
research,” explains Armour. “The
next generation of leaders apply for
fellowships to support their salary.
They usually work in full-time research
or are academic members of staff at
a university.”
WIMR has set aside seed funding to
provide researchers with the resources
they need to collect pilot data and
demonstrate that a proposed research
project is feasible. This type of funding
is aimed at helping those researchers to
eventually apply for and secure larger,
external grants in the future.

“Competition for research
funding is strong. The next
generation of research
leaders need to be developed
with skills and experience
that will enable them to be in
a strong position to apply for
and attract funding.”
Carol Armour, Executive Director,
The Woolcock Institute of
Medical Research

A GRANTS PROGRAM
THAT SUPPORTS
RESEARCHERS
WHEN THEY NEED
IT MOST
WIMR, a not-for-profit research
organisation focused on respiratory
and sleep disorders, has taken steps to
combat this issue.
Medical researchers are being
proactively supported to stay in the
field through a grants program
that provides funding assistance to
researchers with less than ten years
of experience post PhD.

Continued over
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CREATING IMPACT
ACROSS THE BROADER
RESEARCH COMMUNITY
WIMR has recognised that attracting
and holding on to the next generation of
quality researchers is intrinsically linked
to getting long term impact in their
research into the causes of respiratory
and sleep disorders.
“We are investing money and time into
a group of researchers at a vulnerable
stage in their career. As they go on to
apply and receive fellowship positions,
they will become the future leaders at
the Woolcock. By providing support to
our researchers at a time when they most
need it, we are more likely to retain to
them as staff,” notes Armour.
An important part of WIMR’s strategic
plan is to train and develop the next
generation of research leaders in
sleep and respiratory disorders. As a
result, best practice research is being
introduced as senior researchers help to
train junior researchers.

TRAINING THAT EQUIPS
RESEARCHERS FOR
FUTURE LEADERSHIP
In a world where every research dollar
is precious, those in their early-career
across the sector are learning they need
more than just scientific nous to
attract funding.
Most recently, Woolcock has started to
provide media training for their earlycareer researchers. “We are committed
to developing strong researchers that
are media ready and can share their
research with the world.”
They also seek the input of external
researchers in the ongoing training
of next generation researchers.

“We look broadly across the research
landscape to get the best people
involved with training our early-career
researchers,” says Armour.

COMBATING THE RISK
OF TALENT DRAIN IS
AN INVESTMENT IN
THE FUTURE
While institutes like WIMR are
making investments out of their own
pockets, they are interested, like
many other institutes, in working with
philanthropists who understand the
higher risk and higher reward nature
of early-career investment.
Without investments from philanthropy,
institutes such as WIMR face difficult
internal funding decisions owing to the
competing needs of keeping quality
young researchers and continuing to
directly support other more established
teams.
“There has to be a balance between
providing funds to already successful
researchers - which is a relatively safe
decision, and providing funds to an
early-career researcher - which is a
perceived riskier strategy,” says Armour.

“This investment is incredibly
important because the
rewards for the entire research
community are substantial.
We simply can't lose the next
generation of researchers to
opportunities overseas.”

MORE THAN ONE
IMPACT POINT FOR
PHILANTHROPISTS
"Some of the most impactful philanthropy
happens when funders are willing to
invest in those critical leverage points,
and in research there are few things
more important than investment in the
researcher – whether they are earlycareer or otherwise", says Perpetual's
Senior Manager of Philanthropy and
Non Profit Services, Jane Richmond.
"We encourage our clients to be open
to investment in development of
researchers and their work rather than
just projects because we know what
impact that can have."
Armour agrees. “Philanthropy can
help the next generation of Australian
researchers by enabling them. This
could be by sponsoring their research
program at the start of their careers
and allowing them to achieve results.
The impact will be tremendous - our
brightest researchers will stay in
Australia and be part of the major
health discoveries of the future,”
notes Armour.
Armour has great conviction in the
payback for the investment. “We have
young stars who are very keen and
want to do well in research but are
starving. We have to pick the best
and fertilise their growth so that
they become Australia’s next
research leaders.”

Carol Armour, Executive Director,
Woolcock Institute Medical Research
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POWER AND PASSION:
LOCALISED ACTION IN REGIONAL COMMUNITIES
WHO BETTER TO UNDERSTAND THE NEEDS,
STRENGTHS AND WEAKNESSES OF A
COMMUNITY THAN THE COMMUNITY ITSELF?
Localised action in regional communities is powerful in creating structural change.
So is the role of philanthropy in supporting regional programs and services that
help communities become sustainable. We look at two communities
that are taking action to address local issues.
Oak Valley: Addressing community issues

THE MARALINGA
TJARUTJA COMMUNITY:
ADDRESSING NEEDS
AND PLANNING FOR
THEIR FUTURE
In the far western region of South
Australia, bordering the Great Victoria
Desert, lie the Maralinga Tjarutja lands,
resplendent with the native Desert Oak
tree and stunning red earth. This is where
the Oak Valley community is located.
Oak Valley is an extremely remote
Aboriginal community. The closest
main hospital is in Ceduna – a 5 to 6 hour
drive away, down a corrugated dirt road.

SUPPORTING THE
SERVICES THAT
SUPPORT THE
REGIONAL COMMUNITY
The Maralinga Piling trust manages
compensation funds paid to the
Maralinga Tjarutja community as
compensation for damage caused by
nuclear testing on their lands in the
1950s and 1960s, which displaced the
traditional owners. Perpetual undertakes
the management and investment of
the trust assets; however, all decisions
related to the use of trust distributions
are made by the community.

While much of the Maralinga Tjarutja
community’s use of trust distributions
has been allocated to improving
immediate needs and planning for
their future, the community has also
demonstrated wonderful generosity by
making a philanthropic contribution to
the South Australian Royal Flying Doctor
Service (RFDS).
This is the second donation by the
community to the RFDS to support
its work in remote regions of Australia.
“In addition to its 24/7 emergency
services, the RFDS delivers essential
primary health care services to isolated
communities through ‘fly-in’ GP clinics.
That includes the Oak Valley and Yalata
communities,” says Charlie Paterson,
General Manager Marketing & PR, RFDS
Central Operations.

“This generous donation
from the Maralinga Piling
Trust will be directed
to capital-raising for a
new ‘flying intensive care
unit’ – at a cost of $6
million – which will conduct
over 7000 missions over
its decade of service to
the community of South
Australia.”
Charlie Paterson, General
Manager Marketing & PR,
RFDS Central Operations

OTHER REMOTE
ABORIGINAL
COMMUNITIES ARE
ALSO FINDING THEIR
OWN SOLUTIONS
Remote communities with Native Title
trusts are increasingly active in directing
their trust distribution income to
addressing systemic issues within their
community. Commonly, this relates to
health, education, caring for the elderly
and alleviating poverty.
“All of the Native Title trusts we
see have funds set aside for education
scholarships – to provide kids with
computers, school fees, uniforms
and other essentials,” says John
Hender, Senior Manager - Native
Title Trusts and Investments at
Perpetual Private.
Funds from trusts are also allocated
to training adults, creating jobs
and building long-term sustainable,
community owned businesses.

“We have seen trusts funding
cattle stations, service stations,
mining services, hotels, tourism
ventures and even a bakery.”
John Hender, Senior Manager Native Title Trusts and Investments,
Perpetual Private
“Remarkable things happen when people
are given the opportunity to make
informed decisions and plan for the future
of their community,” Hender observes.

Continued over
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The Education Benalla Program
was created to achieve substantial,
measurable improvements in student
educational attainment - specifically,
for education and training completion
rates for 17 – 24 year olds to equal or
exceed the Victorian average for nondisadvantaged districts by 2030.

THE BENALLA REGION
INVESTS IN ITS FUTURE
Benalla is in rural Victoria and has been
recognised as an extremely socially
disadvantaged region, rating in the
‘top 40’ of disadvantaged areas across
Victoria’s 726 postcodes in a landmark
study of social disadvantage in 2007. Led
by Professor Tony Vinson, the study was
a joint project with Jesuit Social Services
and Catholic Social Services Australia.
Levels of educational attainment across
Benalla were found to be well below
the state averages. Significantly, the
study observed that limited educational
attainment made it difficult for people
to acquire economic and life skills – thus
entrenching economic disadvantage.

Uniquely, the program is a whole-ofcommunity response that spans family,
business, school and other institutions.
“We have 110 groups in the community
partnering with the Benalla Education
Program to support its objectives,”
say Chapman.

A LONG-TERM CRADLETO-CAREER APPROACH
The program aims to support children
from the day they are born through
to age 24.
Improving literacy and numeracy are
clear aims of the program. Interestingly,
improving the wellbeing of students is
also a key objective. So far, evaluation
metrics show that the wellbeing
programs, which are run in the
community and in Benalla’s schools,
have outperformed expectations.

THE IMPORTANCE OF
A COMMUNITY-BASED
APPROACH
What makes the Education Benalla
Program unique is that it operates at
the grass roots.

Benalla: Hands on learning

BREAKING THE CYCLE
OF SOCIOECONOMIC
DISADVANTAGE
The community began its own
investigation, through the
Tomorrow:Today Foundation, to better
understand the issues related to Benalla’s
social disadvantage. Local and external
experts assisted the research over a
two-year period and the conclusions
were clear.
“No one project or activity could
successfully change socioeconomic
disadvantage in Benalla,” explains Liz
Chapman, Convenor of the Education
Benalla Program. “A multi-faceted
approach was needed across all
institutions and organisations.”

“Because the community
understands its own
strengths and weaknesses,
it has devised a program
that is right for Benalla.”

HOW PHILANTHROPISTS
CAN MAKE MEANINGFUL
INVESTMENTS
IN COMMUNITY
FOUNDATIONS
According to Chapman, philanthropists
can create change by taking a hard-nosed
business approach to the objectives of
a project and its performance indicators.
“Just because a program is focused
on social change, doesn’t mean that
there should be a softening of the edges
of that approach. Philanthropists
should be asking community foundations
what results are being sought, how long
it will take to achieve those results,
and getting progress updates along
the way.”

“Community foundations
need to be able to explain
to funders how results will
be achieved and to report
on what’s working and what
isn’t working.”
Liz Chapman, Convenor,
Education Benalla Program

Chapman notes that the Education
Benalla Program is heavily dependent on
philanthropic partners. As the program
is focused on sustained changes over the
long-term (to 2030) it requires patience
and stamina from philanthropists.
“Philanthropists can take comfort that
a social program such as the Benalla
Education Program has a dry-eyed view
of its plan and performance metrics,”
she says.

Liz Chapman, Convenor,
Education Benalla Program
It draws on local volunteers to support
its activities and programs, such as
reading groups and mentorships for
students. Local businesses are engaged
to contribute their ideas, provide kids
with training opportunities and be part
of the change process.
“We focus on making sustainable,
long term structural changes that
will strengthen the community,”
says Chapman.
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Benalla: Education through mentoring

Regional communities such as Oak
Valley and Benalla show that communitybased action is powerful in creating
structural changes from within and
they also remind us that communities
are best positioned to understand
their own unique needs. Philanthropy
plays a critical role in helping regional
communities to be empowered to make
these changes and work with partners
who will help them realise their vision.
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NFP AND PHILANTHROPIC PORTFOLIOS:
HOW RISKY IS THAT CHASE FOR INCOME?
Whether you are a
philanthropist with your
own charitable foundation
or a charitable not-for-profit
(NFP) organisation seeking
to create the biggest possible
impact, maximising the
return on every dollar of
your investments is critical.
Maximising returns means more than
chasing income. In fact, the chase for
income can be downright risky and
may fail to grow capital, particularly
when an investment portfolio is
heavily concentrated on income
producing assets. Thankfully, NFPs and
philanthropists can take extra steps to
get better financial outcomes from
their portfolios.

A BROADER
PERSPECTIVE IS
IMPORTANT
Many NFP and charitable trust
investment portfolios are concerned
with generating income from their
investments to direct towards operations
or grantmaking. While generating
income from investments is critical, it
should fall within a broader investment
framework that captures governance,
risk factors, capital protection and the
suitability of the overall investment
strategy.

EXTERNAL INVESTMENT
ADVICE COMPLEMENTS
GOOD FINANCIAL
GOVERNANCE
For all types of NFPs, the key component
of good financial governance is the
articulation of a clearly defined
investment strategy that incorporates
the circumstances and risk and return
objectives of the organisation. When
determining the most appropriate
investment strategy, NFP directors
and trustees should consider seeking
external advice.

“An external adviser is likely to
provide important and alternative
perspectives on the management
of risks and the preservation
of capital.”
Scott Hawker, National Manager,
Not for Profit Endowments,
Perpetual Private
“For an NFP that is developing or
reviewing an investment strategy,
external insight and advice is paramount,
even when the NFP has financial
expertise on its board. It helps to
provide perspective on the link between
performance and mission,” explains
Scott Hawker, National Manager, Not for
Profit Endowments at Perpetual Private.
“It’s important that external advisers
present the Board and trustees with
fresh investment perspectives and
provide approaches that are suitable
for very long-term, not-for-profit
organisations. “This includes the use
of tax credits, the role of alternative
assets in the investment mix and other
elements that might not be familiar to
the Board,” Hawker says.

A PRUDENT
INVESTMENT
STRATEGY MUST
INCLUDE RISK
MANAGEMENT
Now more than ever, as returns in
Australia are challenged by the end
of the resources boom, it is critical that
a sound investment strategy is in place
that can continue to deliver the longterm financial objectives of the portfolio.
Particularly in challenging environments,
risk management becomes increasingly
important.

Portfolio check for
philanthropists and NFPs:
• The most important rule
in making every dollar 		
count is to protect capital
from potential losses.
• The next most important
rule is diversification.

PUTTING IN PLACE A
PRUDENT INVESTMENT
STRATEGY
A prudent investment strategy
should always consider the specific
circumstances and risk and return
preferences of the NFP, or for
philanthropists, their Private Ancillary
Fund (PAF).
Philanthropists often apply the same
strategy in their PAF as they do in their
personal investments when, in fact,
different strategies need to be employed.
“A PAF is a trust that can exist in
perpetuity, so the investment objective
and time horizon for a PAF is vastly
different to a philanthropist’s personal
investment strategy”, says Kyle Lidbury,
Head of Investment Research at
Perpetual Private.
Continued over
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DIVERSIFICATION
MAY BE COMPROMISED
WHEN PORTFOLIOS
ARE FOCUSSED
ON INCOME AND
FRANKING CREDITS
NFPs and tax-exempt entities can
typically claim franking credits on
dividend income from investments
in Australian equities. Consequently,
many NFPs are preoccupied with
extracting income from franking
credits.
“This focus on franking credits can often
result in investment portfolios that are
heavily biased to Australian equities,
and particularly to high dividend paying
companies,” says Kyle Lidbury.

FOCUS THE
INVESTMENT
STRATEGY ON
TOTAL RETURNS
AND TOTAL RISK
By focusing on total return and
determining the desired
long-term spending rate, portfolios can
allocate to a broader, better mix of assets.
Over a given period, if the income
generated by the portfolio is less than
the long-term spending rate, NFPs and
philanthropists can consider drawing
down on capital to fund that shortfall. If
the income generated is more than the
spending obligation, the surplus income
can be kept in reserve.

This can be problematic as the limited
diversification from a domestic focused
portfolio can increase risk, particularly
given the high sector and industry
concentration of the Australian
share market.

"An advantage for NFPs and
PAFs is the ability to draw
down on capital as well as
distributed income. A focus
on total return, as opposed
to maximising income,
should result in better
portfolio diversification and
outcomes."

ECONOMIC
HEADWINDS
IN AUSTRALIA
AND PORTFOLIO
IMPLICATIONS
We have seen over recent months how
vulnerable the overall performance
of the Australian sharemarket can be
to headwinds in the financials and
resources sectors, which combined,
represent around 50% of the ASX300.
In the fixed income market, yields are
near historic lows and future returns
from bond markets are expected to
be lower than their long-term average.
To compensate for weaker returns,
NFPs and philanthropists may
be temptedto move up the risk
curve and increase the credit risk
in their portfolios. However, this
means portfolios may be exposed
to greater volatility and capital
losses during periods of market
weakness.

Kyle Lidbury, Head of Investment
Research, Perpetual Private

CONSIDER
ALTERNATIVE
ASSETS WHEN
BUILDING AN
INTERNATIONAL
INVESTMENT
EXPOSURE
Non-traditional investments are referred
to as alternative assets. Assets typically
included in an allocation to alternative
investments are:
•
•
•
•
•

unlisted property
unlisted infrastructure
private corporate debt
absolute return funds
private equity.

Extending exposure to alternative assets
that generate income can increase
diversification but often, the cost is
a reduction in liquidity. For those
portfolios that can tolerate allocating
a portion of total capital to less liquid
assets, there is an added benefit.
“Investors in less liquid alternative assets
are paid a premium, which can boost
overall portfolio returns while reducing
overall risk,” explains Lidbury.
At Perpetual, allocations to alternative
assets within the Perpetual Foundation
portfolios are predominantly international.
More than 90% of alternative exposures
are invested offshore, using a structured,
disciplined process.
Importantly, these investments represent
good sources of diversification from
Diversification may be compromised
when portfolios are focussed on income
and franking credits
NFPs and tax-exempt entities can
typically claim franking credits on
dividend income from investments in
Australian equities. Consequently, many
NFPs are preoccupied with extracting
income from franking credits.
“This focus on franking credits can often
result in investment portfolios that are
heavily biased to Australian equities,
and particularly to high dividend paying
companies,” says Kyle Lidbury.
This can be problematic as the limited
diversification from a domestic focused
portfolio can increase risk, particularly
given the high sector and industry
concentration of the Australian
share market.

INTERNATIONAL
INVESTMENTS: THE
DIVERSIFICATION
GLADIATOR IN YOUR
PORTFOLIO
An allocation to international assets can
actually help to reduce overall portfolio
risk because investments are spread
across a wider number of countries,
industries and companies. NFP
Boards will also need to make informed
decisions about currency hedging in
the portfolio – another factor on which
external advice will be invaluable.
Continued over
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By allocating to assets such as global
shares, it is possible to achieve a similar
total return to Australian shares, but
with an overall reduction in portfolio
risk.
This delivers an improvement in
what is known as portfolio ‘efficiency.’
Australian share investors tend to be
reluctant to invest in international
shares owing to the lack of franking
credits, generally lower dividend
distributions and currency risk.

“Even a small allocation can provide
good diversification and a reduction
in potential risk for a given expected
return,” explains Lidbury. “This is
because the portfolio is less exposed
to specific Australian economic risks.”
“For NFPs with less stable fund inflows,
it may be appropriate to allocate a
smaller proportion of the portfolio to
international assets,” says Lidbury.

“NFPs and philanthropists who
are entirely invested in Australia
might consider retaining an
overall domestic bias to their
portfolios but allocate modestly
to international assets.”
Kyle Lidbury, Head of Investment
Research, Perpetual Private

HOW WE CAN HELP
PHILANTHROPISTS

NOT-FOR-PROFITS

IMPACT FUNDING

Advice and structures to
help your philanthropy
have maximum impact.

Strategies for optimising your
financial investments and
organisational sustainability.

Information on applying for
funding from the philanthropic
trusts we manage.

Perpetual’s Philanthropic Services and advice are provided by Perpetual Trustee Company Limited (PTCo), ABN 42 000 001
007, AFSL 236643. This publication has been prepared by PTCo and contains information contributed by third parties. It
contains general information only and is not intended to provide you with advice or take into account your objectives, financial
situation or needs. The taxation information contained in this document is not taxation advice and should not be relied upon
as such. You should consider whether the information is suitable for your circumstances and we recommend that you seek
professional financial, tax and/or legal advice. The information is believed to be accurate at the time of compilation and is
provided by PTCo in good faith. To the extent permitted by law, no liability is accepted for any loss or damage as a result of
any reliance on this information. Any reference to the Perpetual Group means Perpetual Limited ABN 86 000 431 827 and its
subsidiaries. PTCo does not warrant the accuracy or completeness of any information included in this document which was
contributed by a third party. PTCo accepts no liability for any loss or damage suffered as a result of reliance on this information.

CONTACT US
Phone 1800 501 227
Email philanthropy@perpetual.com.au
www.perpetual.com.au/impactphilanthropy
IMPACT Philanthropy and NFP Insights - December 2015

10

