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CHAIRMAN’S ADDRESS 
 

In the year to 30 June 2019, the Company posted a net profit after tax of $16.7 million, delivering 
earnings of 6.6 cents per share. The revenue that contributed to the earnings comprised dividends 
and interest totalling $6.7 million and net realised and unrealised valuation gains totalling $20.8 
million.  

The portfolio’s investment return, net of fees and expenses, equated to 7.4% for the year to 30 June 
2019.  

Through the application of the global investment strategy of PIA’s manager, Pengana Capital Group, 
PIA provides its shareholders with exposure to an actively managed portfolio of 30-50 ethically 
screened companies across developed and developing global markets delivering diversity and lower 
risk for investors.  

In the two years that Pengana Capital Group has been managing PIA’s investments, the manager has 
remained true to its strategy and has maintained a diversified portfolio without accepting excessive 
risk from any specific sector. The portfolio return of 9.7% per annum compounded over the two years 
demonstrates the quality of the stock selection inherent in the strategy.  

When I refer to the company being actively managed I mean that the investment manager takes 
positions in companies based on its own research and valuations. Therefore the portfolio composition 
does not align with an index and there will be times when it outperforms the market as a whole as it 
did in the first half of the year and there will be times when the portfolio underperforms the market as a 
whole as it did in the second half of the year. 

In the December 2018 quarter the portfolio delivered a return of -4.7% compared to the MSCI World 
index which returned -11.0%, the weakest quarter for the index in almost 10 years. In this quarter the 
performance of the global equities market was characterised by heightened volatility and weakness 
across most sectors. In the face of such market uncertainty it was reassuring that the performance of 
PIA’s lower risk, diversified portfolio was relatively stronger and less volatile. 

As a consequence of the market sell off in that December quarter, the company reported a first half 
loss of $6.8 million, however, the interim dividend was maintained at 3.5 cents per share.  

In August 2019 the Board declared the final dividend of 3.5 cents per share, of which 2.35 cents was 
franked at the 27.5% tax rate. The final dividend will be paid on 19 November to shareholders on the 
register on 5 November.  



The company distributed fully franked dividends of 7 cents per share in total during the year to 30 
June 2019. This distribution of profits, which amounted to $17.7 million, absorbed all the current year 
profits of $16.7 million as well as $1 million of the Profits Reserve. 

The payment of the dividends comprised $16.3 million cash and $1.4 million in shares issued under 
the Dividend Reinvestment Plan. 

The issue of the Dividend Reinvestment Plan shares and the issue of shares to the value of $6.3 
million through the exercise of options, increased PIA’s net assets from $301 million at the end of the 
2018 financial year to $308 million at 30 June 2019.  

A consequence of the high dividend payout ratio, in which all current year profits are distributed is that 
the net asset backing per share does not increase. At 30 June 2019 the net asset backing before 
providing for tax on unrealised gains was $1.23 per share, which was in line with its value at the 
beginning of the year.  

In June 2017, details of initiatives to narrow the discount between the company’s share price and its 
net tangible assets per share were announced to the market.  

These initiatives included: 

• Board renewal, with the appointment of Russel Pillemer and me,  
• An increased focus on the improvement of communications with shareholders and potential 

shareholders, 
• The maintenance of a relatively high annual dividend of 7 cents per share and 
• The lowering of PIA’s cost base, through the reduction in directors’ fees, as well as a reduction 

in the base management fees which have since delivered savings in excess of $1.4 million, net 
of performance fees paid.  

In addition, these initiatives included the issue of bonus options, which was intended to expand the 
shareholder base and provide shareholders at that time with a potential benefit if the share price 
exceeded $1.18 over a sustained period.  

Initially, there was a reduction in the discount, however in the latter part of the 2018 calendar year, the 
gap widened again. This was not unique to PIA, with many LICs trading at wider discounts or with their 
premiums narrowed.  

There are likely to be many reasons for this, including:  

• the relative underperformance of active managers versus passive investments such as ETFs,  
• the ongoing uncertainties regarding the effects of US-China trade tensions,  
• increased global equity market volatility and 
• the Australian federal election and associated concerns regarding franking credits. 

Regardless of the external factors that may have affected PIA’s share price, your directors in 
conjunction with the executives of Pengana Capital Group, continue to seek additional initiatives to 
bring the share price more in line with the NTA. 

Broadly, these initiatives focus on: 

• Investment performance,  
• Capital management and 



• Promotion of the company to retain existing shareholders and to improve demand for PIA 
shares. 

We continue to support the investment strategy adopted by Pengana Capital Group and believe that it 
will be effective in delivering sound, reliable risk adjusted returns over the medium to long term.  

During the year the investment managers continued to refine their ethical investment processes and I 
believe this will ultimately lead to improved investment performance and also help to differentiate PIA 
from other global investment managers.  

With respect to capital management, the board announced in August, its intention to implement an on-
market buy back of up to 10% of the Company’s issued shares over the following twelve months. The 
buyback is not a price setting mechanism rather it enables the company to acquire shares at a 
discount and hence benefit those shareholders that remain invested in the company. 

The buyback commenced on 10 September and since then 383,995 shares have been bought back, 
at an average discount of 14.7% to the last reported NTA on trade date.  

Another element of capital management is the payment of dividends. The board concluded that it 
would not be prudent to continue paying out 7 cents per share, particularly in light of the lower growth 
outlook for the global economy. Accordingly, the results announcement released to the market in 
August foreshadowed a reset of the annual dividend to 5 cents per share in the financial year ending 
30 June 2020.  

The lower dividend should not only improve the market’s confidence in the amount of future dividends, 
it should also substantially improve the Company’s ability to increase its earnings, dividends, the value 
of its assets and its share price. 

The Board believes that more effective promotion of the company is necessary to better balance the 
supply and demand for the company’s shares. To this end Pengana Capital Group has: 

• appointed additional BDMs across Australia, 
• put in place a plan to improve the retention of existing shareholders, and  
• agreed to promote PIA through various channels and media to attract new investors. 

Executives of Pengana Capital Group have been promoting the merits of an investment in PIA by 
meeting with shareholders, brokers and advisers throughout the year. To assist in this endeavour we 
have sought and received recommended ratings from highly regarded research houses with a further 
rating expected shortly. 

Pengana Capital Group executives have also revised the look, feel and content of PIA’s 
communications and in October this year a new digital strategy was implemented to extend the reach 
of these communications to potential investors. Some of you may have already seen the material 
online. 

Early indications of the effectiveness of these strategies are encouraging as we have seen the 
company’s share price increase to $1.13 on Wednesday. The share price has increased by 9.7% 
since the result announcement on 26 August 2019 whilst the NTA has increased by 3.2%. 

Mr Julian Constable is due to retire by rotation at the conclusion of this meeting and he has advised 
that he will not seek re-election.  Julian joined the Board in May 2010, he has been a member of the  



Company’s Audit, Risk and Compliance Committee since his appointment and was appointed its chair 
in 2016.  

The Board would like to thank Julian for his extensive contribution to the Company over the last 9 
years.  

Ms Sandi Orleow joined the Board on 1 September 2019 as an independent Non-Executive Director. 
Sandi is a CFA Charterholder, a graduate of the Australian Institute of Company Directors and a 
Banking + Finance Oath Signatory and she brings to the PIA Board over two decades of experience in 
financial services across superannuation, asset management, consulting and research. 

Sandi has been an active participant in a number of board meetings already and I am confident that 
she will make a very positive contribution to the board.  Resolution 4 in today’s formal agenda relates 
to the election of Sandi and I encourage you to support Sandi’s election to your Board. 

The positive returns of the portfolio in the quarter to 30 September 2019 resulted in PIA’s NTA before 
provision for tax on unrealised gains increasing by 2.3%. Yesterday morning, PIA announced its NTA 
before provision for tax on unrealised gains as at 25 October 2019. It was $1.27, bringing the year to 
date increase to 3.1%. 

I would like to conclude by thanking my fellow Board members for their counsel and I would also like 
to thank the staff of Pengana Capital Group for their support and efforts in managing the investments, 
promoting the company and reporting to shareholders.  
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FRANCIS GOOCH DAVID GROVES
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Chairman’s address: Mr Frank Gooch

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Annual General Meeting Agenda

1.

Investment Manager’s address : Mr Jordan Cvetanovski2.

Annual General Meeting: Formal Business3.

Q&A4.

Afternoon tea5.
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PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Highlights of financial year ending 30 June 2019

1. Performance figures refer to the movement in net assets per share, reversing out the impact of option exercises and payments of dividends, before tax paid or accrued on realised and 
unrealised gains. Past performance is not a reliable indicator of future performance, the value of investments can go up and down

PROFIT AFTER TAX 
AND EPS

FINAL 
DIVIDEND

PORTFOLIO 
INVESTMENT RETURN

NET 
ASSETS

Profit of $16.7 m

EPS of 6.63 cps

down on 

profit after tax of $24.6 m 

prior comparable period

3.5 cents per share

of which 2.35 cents is 
franked at 27.5%

• Ex date: 4 November 
2019

• Record date: 5 November 
2019

• Payment date: 19 
November 2019

Total dividends declared for 
the financial year: 7 cents 
per share

7.4% for the year1

9.7% p.a. compounded 
over two years1

Net of fees and expenses

$307.6 m

up on

$300.8 m 

as at 30 June 2018



1. Shares issued comprise options exercised net of costs and shares issued through the Dividend Reinvestment Plan

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Movement in Net Assets for the year ending 30 June 2019
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Shares issued comprise options exercised net of costs and shares issued through the Dividend Reinvestment Plan

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Movement in NTA per share for the year ending 30 June 2019
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PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Share price discount to pre-tax NTA

-25.00%

-20.00%

-15.00%

-10.00%

-5.00%

0.00%

5.00%



101. Based on $1.13, the last close price as at 30 October 2019

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Initiatives to address discount

Category Event

Investment 
performance

Board supports existing investment strategy

Investment 
performance

Ethical investment process continues to be refined
Ethical strategy will differentiate PIA from other global strategies

Capital management On market buy back commenced 10 September 2019

Capital management Dividend reset to minimum of 5 cps annually – 4.4%1 yield on current share 
price

Promotion of 
company

Additional BDM resources across Australia

Promotion of 
company

Existing shareholder retention programme

Promotion of 
company

Promotion of PIA through various channels and digital media to attract new 
shareholders

Board renewal Sandi Orleow appointed effective 1 September, 
Julian Constable retires at AGM



INVESTMENT MANAGER’S 
ADDRESS

ASX: PIA

Mr Jordan Cvetanovski



PENGANA INTERNATIONAL EQUITIES LIMITED 
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12

NO MATERIAL
ESG ISSUES

A diversified ethical international portfolio with less risk 1

12

LOWER VOLATILITY LOWER BETA LOWER MAXIMUM DRAWDOWN

Than benchmark and peer group averages



CONSISTENTLY MAKE MONEY

MINIMISE VOLATILITY

AVOID LOSSES

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

13

EVERGREEN PORTFOLIO

AIMS HOW WE DO IT

PORTFOLIO 
CONSTRUCTION

ACTIVE 
MANAGEMENT

ETHICAL & ESG FRAMEWORK

Strategy objectives



PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA
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LOGICAL AND COMMON SENSE 

CASH
GENERATION

POSITIVE
TAILWINDS

GOOD
MANAGEMENT

REASONABLE
VALUATION

GROWING

UNLIKELY
TO BLOW UP

EHICAL 
SCREENS

NO MATERIAL
ESG ISSUES

Portfolio construction – how we pick stocks

14



PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

15

NO MATERIAL
ESG ISSUES

Ethical framework

15
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PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA
A star team, rather than a team of stars



Portfolio average weight Index1 average weight Portfolio return2 Index return2

Region
North America 41.7% 64.4% 10.4% 11.4%
Europe ex UK 29.9% 16.8% 10.0% 5.7%
Asia ex Japan 2.4% 4.5% 8.6% 9.7%
Japan 0.8% 8.6% 6.3% 2.5%
Emerging Markets 9.8% 0.1% 5.2% 3.1%
Africa/Middle East 1.1% 0.3% 3.7% 2.5%
United Kingdom 3.2% 5.3% 3.7% 3.1%
South and Central America 0.0% 0.0% 0.0% -1.2%

Sector
Consumer Discretionary 10.0% 10.4% 21.7% 11.3%
Information Technology 8.0% 14.8% 21.4% 21.3%
Industrials 7.3% 11.3% 18.8% 6.6%
Financials 15.6% 16.9% 16.3% 4.4%
Communication Services 10.6% 8.3% 7.2% 7.5%
Utilities 0.7% 3.2% 6.0% 12.3%
Consumer Staples 11.0% 8.5% 6.0% 7.2%
Real Estate 1.9% 3.1% 1.6% 10.1%
Health Care 10.9% 12.5% 0.4% 7.3%
Materials 12.8% 4.8% -4.0% 7.0%

Market Cap
<5bn USD 10.8% 1.3% -3.8% -21.6%
5bn - 10bn USD 15.2% 6.7% 7.2% -3.7%
10bn - 100bn USD 45.5% 54.6% 13.3% 7.6%
>100bn USD 17.3% 37.3% 4.5% 15.0%

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA
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Performance attribution: 1 July 2017 to 30 September 2019

17Source: Pengana and Bloomberg
1. MSCI World Total Return Index, Net Dividends Reinvested, in A$
2. Annualized total return in local currency



PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA
Balancing Capital Growth and Preservation of Capital
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Daily MSCI World < -1.5%

For the period between 1 July 2017 to 30 September 2019

1. Pengana International Equities Limited has been managed under the new investment mandate by the Pengana investment team since 1 July 2017. The performance since inception in the table 
above refers to the movement in net assets per share since the inception of PIA in March 2004. Performance figures refer to the movement in net assets per share, reversing out the impact of option 
exercises and payments of dividends, before tax paid or accrued on realised and unrealised gains. Past performance is not a reliable indicator of future performance, the value of investments can go 
up and down. Inception date of PIA: 19 March 2004, new investment team with new mandate adopted: 1 July 2017.

Largest 
single drop in 
DOW

5 Feb 18

Slowing 
Global 
economic 
and 
corporate 
earnings

10 Oct 18

Slowing 
Global 
economic 
and 
corporate 
earnings

24 Oct 18

U.S 
Treasuries 
yield curve 
inverted for 
the first time 
since 2007

4 Dec 18

Slowing 
Global 
economic 
and 
corporate 
earnings

11 Oct 18

Fears of 
retaliationary
Chinese 
tariffs on US 
agri-food and 
steel

23 Mar 18

Global 
markets hit 
correction 
territory, with 
a 10% fall in 
most major 
indices
8 Feb 18

Heated 
China-US 
tariff 
discussions

23 Aug 19

Further yield 
curve 
inversion = 
recessionary 
fears in 
global 
markets
14 Aug 19

Tech and 
industrial 
stocks 
impacted US-
China trade 
tensions

7 May 19

Between 1 July 2017 (the inception of the mandate) and 30 September 2019, PIA’s portfolio 
outperformed the benchmark on each of the days where the benchmark fell by 1.5% or greater



PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

19

NO MATERIAL
ESG ISSUES

Long Term Performance with Lower Volatility as at 30 September 2019

19

Source: Pengana and MSCI

1. Pengana International Equities Limited has been managed under the new investment mandate by the Pengana investment team since 1 July 2017. The performance since inception in the table above refers to the movement in net assets 
per share since the inception of PIA in March 2004. Performance figures refer to the movement in net assets per share, reversing out the impact of option exercises and payments of dividends, before tax paid or accrued on realised and 
unrealised gains. Past performance is not a reliable indicator of future performance, the value of investments can go up and down. Inception date of PIA: 19 March 2004, new investment team with new mandate adopted: 1 July 2017..
Inception 1 July 2017
3. Annualised standard deviation since inception.

Metric PIA Benchmark

Down market capture 
since inception (%) 38.5 100.0

Volatility3

since inception (%) 6.5 10.0

Beta 
since inception 0.6 1.0

Maximum drawdown 
(%) -6.5 -11.0

Net Returns (%)

1 month 3 months 1 year 2 years p.a. Since Inception 
p.a.

PIA -0.3 2.3 8.4 9.6 9.6

Benchmark 2.0 4.6 9.2 14.8 14.3

$9,000
$9,500

$10,000
$10,500
$11,000
$11,500
$12,000
$12,500
$13,000
$13,500
$14,000

Jun-17 Nov-17 Apr-18 Sep-18 Feb-19 Jul-19
PIA Benchmark



PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Fast growing companies

20

We like disruptors but only at the right price

We own We don’t own

29% of portfolio



PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Emerging markets

21

Exposure from companies domiciled in DMs and EMs

Domiciled in DMs Domiciled in EMs

16% of portfolio 14% of portfolio



Defensive positions decline less than market, volatility positions increase

Defensive Volatility

29% of portfolio 10% of portfolio

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Volatility

22



Q&A

ASX: PIA



Website:
PENGANA.COM/PIA

Investor Roadshows   
each year

Annual General Meeting

Weekly NTA 
announcements

Monthly Newsletter

Half and full year 
financial results

Thought leadership and 
market insights papers

Research house and 
brokers reports

Webinars and video 
insights

24

PENGANA INTERNATIONAL EQUITIES LIMITED 
ASX: PIA

Stay connected



AFTERNOON TEA

ASX: PIA



DISCLAIMER

Pengana Investment Management Ltd, including its parent, subsidiaries and/or affiliates (“the Company”), 
their staff or consultants or any individuals preparing this communication, may at any time have a position in 
securities or options of any of the companies mentioned in this communication. An employee or consultant 
of the Company may be a director of a company mentioned in this communication.

Although the statements of fact in this presentation are provided in good faith by the Company and have 
been obtained from and are based upon sources that the Company believes to be reliable, it does not 
guarantee their accuracy, and any such information may be incomplete or condensed. All opinions and 
estimates included in this presentation constitute the Company’s judgement as of the date of this 
presentation. Performance figures provided in the presentation are past performance which is not a reliable 
indicator of future performance. Neither Pengana International Equities Limited, Pengana Investment 
Management Limited or their directors or employees make any representation or warranty as to the 
accuracy, reliability, timeliness or completeness of the information provided and to the extent permissible by 
law, disclaim all liability for any error, omission or loss or damage so suffered.  

This presentation is for information purposes only and is not intended as an offer or solicitation with respect 
to the dealing of any security. The information in this presentation is only intended for Australian residents. 
The purpose of this presentation is to provide information  only and the contents of the presentation do not 
purport to provide investment advice. The information provided is selective and may not be complete or 
accurate for your particular purpose and should not be construed as a recommendation to invest in any 
particular security. 

This presentation does not take into account the investment objectives, financial situation or particular needs 
of any particular person. Investors should obtain individual financial advice based on their own particular 
circumstances before making an investment decision  on the basis of this presentation. No guarantee or 
representation as to performance of the Company, the maintenance or repayment  of capital, the price at 
which shares will trade or any particular rate of return can be provided. 
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FOR MORE 
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T: +61 8524 9900

E: clientservice@pengana.com

PENGANA INTERNATIONAL 
EQUITIES LIMITED

ACN 107 462 966
AFSL 219462

MANAGED BY PENGANA 
INVESTMENT MANAGEMENT LIMITED 
PART OF THE PENGANA CAPITAL 
GROUP (AFSL 219462)

PENGANA.COM/PIA

CLIENT SERVICE
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