
PENGANA INTERNATIONAL  
FUND – MANAGED RISK

THE FUND HAS BEEN DESIGNED 
FOR INVESTORS SEEKING AN 
INVESTMENT IN LISTED GLOBAL 
SECURITIES BUT WHO ARE 
CONCERNED WITH THE RISKS 
AND POTENTIAL EVENTS THAT MAY 
CAUSE EQUITY MARKETS TO FALL.

ONE.

HIGHLY 
EXPERIENCED  
TEAM WITH 
SPECIALISED 
SKILLS
The investment 
team has over 90 
years combined 
experience investing 
in international 
equities at highly 
regarded funds 
management firms 
both overseas and 
in Australia. The team 
has developed and 
refined a repeatable 
and successful 
investment process.

TWO.

A TRULY 
ACTIVE FUND
The Pengana 
International Fund 
(the ‘Underlying Fund’) 
portfolio typically 
holds 30–50 stocks, 
and is structured to 
deliver the optimal 
risk and return profile 
rather than to reflect a 
benchmark. Companies 
are selected purely 
on their investment 
merits and not on index 
weight, allowing the 
Fund to deliver a risk 
profile and returns that 
are differentiated from 
the broader market.

THREE.

INVESTMENT IN 
HIGH QUALITY 
BUSINESSES 
AT COMPELLING 
VALUATIONS
The Underlying Fund 
defines high quality 
businesses as those 
that consistently 
demonstrate large 
and growing free 
cash flow generation 
relative to their 
market price. These 
companies have 
compelling business 
models, competitive 
advantages, favourable 
industry outlooks and 
proven management.

FOUR.

UNIQUE PORTFOLIO 
CONSTRUCTION 
THAT FOCUSES ON 
RETURN AND RISK
The Underlying Fund 
portfolio consists  
of the 30–50 stocks 
that work best 
together, rather 
than a combination 
of the best ideas. 
An integral element 
of the portfolio 
construction process is 
the division of stocks 
into three segments: 
Core, Cyclical and 
Opportunistic.

FIVE.

SUITABLE 
ACROSS MARKET 
ENVIRONMENTS
The team believes 
focusing on highly 
cash generative 
businesses that are 
attractively priced 
will provide attractive 
returns across market 
environments. To do 
this, the team is not 
bound by geographic, 
industry or company 
size constraints, and 
couples this with a 
disciplined portfolio 
construction process.

SIX.

FOCUS ON RISK 
MANAGEMENT
The Fund uses a 
Managed Risk Overlay 
which aims to stabilise 
portfolio returns and 
truncate losses in 
sustained market falls 
whilst still providing 
investors with access 
to the Pengana 
International Fund’s 
diverse portfolio.
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SIX  
REASONS  
TO INVEST



FUND  
FACTS

APIR CODE
PCL0027AU

INCEPTION DATE
8 June 2016

MINIMUM INVESTMENT
$25,000

RECOMMENDED INVESTMENT 
TIMEFRAME
Minimum 5 years

BENCHMARK
MSCI All Country World Total 
Return Index (net) in $A

MANAGEMENT FEE (INCL. GST)
1.23% of the Class’ net asset value, 
plus a capped expense recovery 
amount of 0.104% of the class’ 
net asset value

PERFORMANCE FEE (INCL GST)

15.375% of any percentage 
increase in the NAV of the Class 
which is greater than the Index

BUY/SELL SPREAD
0.30% on both applications 
and withdrawals

ENTRY/EXIT FEES
Nil

FUND PRICING
Daily

DISTRIBUTION FREQUENCY
Annually in June

TARGET ASSET ALLOCATION
Underlying Fund units 0–95%
Exchange traded Derivatives 0–90%
Cash and Cash Equivalents 0–100%

TYPICAL NUMBER OF STOCKS
30–50

PENGANA INTERNATIONAL 
FUND – MANAGED RISK

THE FUND’S RISK 
MANAGEMENT 
OVERLAY, SEEKS TO 
STABILISE PORTFOLIO 
RETURNS, CAPTURE 
GROWTH IN UP 
MARKETS AND DEFEND 
AGAINST SUSTAINED 
MARKET FALLS.

RISK MANAGEMENT AND MITIGATION

Inherent risk controls: cash flow 
generation, defensible business model, 
strong management, low gearing, 
industry and regional diversification
Technical risk controls: trading strategies 
(eg stop losses), position sizing
Risk Management Overlay: truncate 
losses during sustained market downfalls, 
capture growth in up markets, stabilise 
portfolio returns.

FUND PROFILE

FUND OBJECTIVE
The Fund’s investment objective is to 
stabilise portfolio returns and truncate 
losses in sustained market downfalls 
whilst providing exposure to a diversified 
portfolio of highly cash-generative and 
growing global companies.

INVESTMENT PHILOSOPHY
We believe that clients are seeking 
sustainable wealth creation and stability 
but are also concerned with the risks and 
potential events that might cause draw 
downs. To address this we have created 
an appropriately diversified portfolio 
of highly cash-generative and growing 
businesses purchased at compelling 
valuations. This strategy is coupled with 
a risk management overlay, which seeks 
to stabilise portfolio returns, capture 
growth in up markets and defend against 
sustained market falls.

INVESTMENT STRATEGY
The Fund aims to achieve its investment 
objective by investing in an actively 
managed portfolio of units in the 
Underlying Fund and a portfolio of 
Derivatives to reduce volatility and equity 
market exposure (the Overlay). 

The Underlying Fund is long-only, 
benchmark independent and typically 
holds 30–50 companies. The mandate 
allows investment across geographies, 
industries and company sizes. The 
companies considered for inclusion in the 
portfolio demonstrate large and growing 
free cash flow generation, and are priced 
attractively relative to their cash flow. 

The portfolio is created from the 30–50 
ideas that work best together, rather 
than just the 30–50 best ideas. Risk 
management guidelines, which include 
maximum stock, country, industry and 
portfolio segment exposures are applied.

The investment team develops an 
understanding of the opportunities using 
detailed research covering financial 
statements, company meetings and 
external research. 

Companies that meet the investment 
criteria are divided into three segments: 
Core, Cyclical and Opportunistic. 
Core (60–80% of the Fund) are 
stable and growing businesses that 
generate consistent returns. Cyclical 
(0–30% of the Fund) are businesses 
operating in cyclical industries that 
are poised for a cyclical upturn, which 
is not recognized in their share price. 
Opportunistic (0–20% of the Fund) are 
unique, company specific situations 
that offer attractive potential upside. 
This portfolio structure provides a healthy 
level of stability with the opportunity for 
material upside gains.

ROLE IN A PORTFOLIO
The Fund is designed to be a core 
international equities holding in a 
portfolio because it is focused on 
managing risk and generating returns 
throughout different market conditions. 
This is facilitated by the team’s ability 
to seek opportunities across a broad 
investment universe using a disciplined 
company selection and portfolio 
construction methodology. 



HOW DOES THE FUND MANAGE 
RISK AND VOLATILITY?
Risk, including volatility, is managed at 
the individual stock level and the overall 
portfolio level.

At the individual stock level the team 
seeks companies that are consistently 
cash generative. These companies 
typically have strong market positions in 
industries with favourable outlooks, proven 
management, compelling valuations and 
have limited debt. These requirements 
provide multiple levels of protection 
against loss and dampen the volatility 
of returns. 

Risk is managed at the portfolio level 
primarily through diversification across 
industries and regions. The portfolio 
comprises 30–50 stocks with limits on 
individual stock size, industry exposure 
and geographic exposure. In addition, the 
portfolio is divided into three segments 
(Core, Cyclical and Opportunistic) based 
on underlying company characteristics 
and there are limits on the exposure to 
each segment. 

The vast majority of the Underlying Fund 
(60–80%) is invested in stable, lower risk 
stocks the investment team classify as 
‘Core’. Cyclical and Opportunistic stocks 
provide the opportunity for material upside 

but they are also riskier than Core stocks. 
Recognising this, the Cyclical exposure 
can be as low as 0% and is limited to 30% 
and Opportunistic can also be as low as 
0% and is limited to 20% of the Fund.

What makes this Fund different from 
the Underlying Fund is the Risk 
Mangement overlay. This systematic 
process, referred to as the Milliman 
Managed Risk Strategy has two 
components;

• Volatility Management-dynamic 
adjustment of the equity exposure to 
stabilise portfolio volatility of returns

• Capital Protection-increase effective 
cash to reduce losses in severe 
market declines

Milliman manage the risk of the Fund by 
varying the effective exposure to cash and 
international equities dynamically reducing 
exposure in periods of higher risk and 
equity market falls. This process allows the 
fund to stay invested in global securities 
(through its investment in the Underlying 
Fund) but reduces the volatility of returns 
and dampens downside risk. The overlay 
may invest in cash investments, Exchange 
Traded Futures, option contracts, currency 
futures and forward contracts to manage 
the risk of the fund.

THE MANAGED RISK 
STRATEGY ALLOWS 
SYSTEMATIC 
VOLATILITY 
MANAGEMENT 
AND CAPITAL 
PROTECTION.

1. CORE
• Stable & growing companies 

with favourable tailwinds
• Weight: 60–80%
• Free cash flow yield > 

risk free rate + margin
• Growth of 5–15% p.a.
• Number of stocks: 15–30
• Position size: 2–5%

2. CYCLICAL
• Market is overly pessimistic 

about timing or magnitude
• Weight: 0–30%
• Free cash flow yield > 

core + additional margin
• Shorter holding period
• Number of stocks: 0–15
• Position size: 1.5–3%

3. OPPORTUNISTIC
• High growth or contrarian
• Weight: 0–20%
• Shorter holding period
• Number of stocks: 0–10
• Position size: 1.5–3%

THE FUND FOCUSES ON 3 TYPES OF STOCK OPPORTUNITIES



PORTFOLIO MANAGERS 
INTERVIEW

Jordan is the Portfolio Manager of the Fund and has over 17 
years’ experience as a portfolio manager and analyst.

Prior to joining Pengana, Jordan was a Partner and Portfolio 
Manager at Carmignac Gestion* in Paris for 7 years. Here he 
managed three international funds and was a member of the 
International Fund investment team.

Prior to Carmignac, Jordan was a co-fund manager at Robeco 
(Netherlands), and an equity analyst at Platinum Asset 
Management and BT Funds Management.

Jordan holds a Bachelor of Engineering (Hons) and a Bachelor of 
Economics (Hons) from the Australian National University.

Steve is Deputy Portfolio Manager and Analyst of the Fund 
and has over 17 years’ experience as a portfolio manager and 
equities analyst.

Prior to joining Pengana, Steven spent seven years at Hunter Hall 
International as an investment analyst and portfolio manager.

Prior to Hunter Hall Steven worked as an equities analyst at 
Tricom Securities and as an investment analyst at Platinum 
Funds Management. 

He has completed the Chartered Financial Analyst (CFA) Program 
and has been awarded the CFA Charter.

Steven was awarded a Co-op scholarship at the University of New 
South Wales, where he graduated with a Bachelor of Commerce 
(Merit), majoring in Accounting and Finance, and a Masters of 
Commerce, majoring in Advanced Finance.

Pengana Capital Ltd (ABN 30 103 800 568, Australian financial services license number 226566) is the issuer of units in the Pengana International Fund Managed Risk (ARSN 612 382 260) (the ‘Fund’). 
A product disclosure statement for the Fund is available and can be obtained from our distribution team or by visiting pengana.com. A person should obtain a copy of the product disclosure statement 
and should consider the product disclosure statement carefully before deciding whether to acquire, or to continue to hold, or making any other decision in respect of, the units in the Fund. This document 
was prepared by Pengana Capital Ltd and does not contain any investment recommendation or investment advice. This document has been prepared without taking account of any person’s objectives, 
financial situation or needs. Therefore, before acting on any information contained within this document a person should consider the appropriateness of the information, having regard to their objectives, 
financial situation and needs. Neither Pengana Capital Ltd nor its related entities, directors or officers guarantees the performance of, or the repayment of capital or income invested in, the Fund.

JORDAN CVETANOVSKI

Portfolio Manager

STEVEN GLASS

Deputy Portfolio Manager 
& Analyst

THE PENGANA INTERNATIONAL FUND – MANAGED RISK IS MANAGED 
BY PORTFOLIO MANAGERS JORDAN CVETANOVSKI AND STEVEN GLASS

Q:  WHAT IS THE INVESTMENT 
PHILOSOPHY OF THE FUND?

Cvetanovski
We believe that it is possible to 
consistently generate superior risk 
adjusted returns by creating a sufficiently 
diversified portfolio of highly cash flow 
generative companies with favourable 
outlooks that are trading at attractive 
valuations. While these opportunities are 
scarce they are not bound by geography, 
industry or company size and they can 
be identified if one maintains an open 
and curious mind and looks broadly 
enough. Combining these ideas in a 
manner that works best together rather 
than just combining the best ideas 
creates a portfolio that is greater than 
the sum of its parts and is suitable across 
market environments.

Q:  HOW HAVE YOU STRUCTURED 
THE PORTFOLIO TO SUPPORT 
YOUR INVESTMENT PHILOSOPHY?

Glass 
We define our portfolio structure as 
‘disciplined flexibility’. It allows for 
opportunities to be sought widely, 
however there are strict rules around 
these companies and how they are 
combined in the portfolio.

The starting point is that the Underlying 
Fund only allows for 30–50 stocks, 
which gives us scope to search broadly 
for candidates while setting a high bar 
for our investments. Stocks that meet 
the investment criteria are divided 
into three segments: Core, Cyclical 
and Opportunistic.

PENGANA CAPITAL LIMITED
ABN 30 103 800 568 AFSL 226566

Level 12, 167 Macquarie Street, Sydney, NSW 2000
T: +61 2 8524 9900 F: +61 2 8524 9901

PENGANA.COM

 
CLIENT SERVICE

T: +61 2 8524 9900 
E: clientservice@pengana.com

PORTFOLIO MANAGERS




