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EQUITIES INCOME FUND

FUND PROFILE

FIVE  
REASONS  
TO INVEST

A FUND FOCUSED ON  
SUSTAINABLE AND  
GROWING INCOME.

ONE.

KEY FOCUS ON HIGH 
CONVICTION STOCKS
All positions are high 
conviction and assessed 
on a risk-reward basis, 
resulting in a portfolio  
of 20 – 40 securities.

TWO.

SUPERIOR, IN-DEPTH 
RESEARCH PROCESSES
The investment team 
attends many company 
management meetings 
each year as an integral 
part of the idea generation 
and company valuation 
process.

THREE.

INVESTMENT 
FLEXIBILITY
The strategic asset 
allocation of the Fund 
allows flexibility to 
respond to changing 
market conditions and 
opportunities.

FOUR.

CAPITAL  
PRESERVATION AIM
The team’s focus on  
capital preservation 
means that downside 
management is preferred 
over supernormal returns.

FIVE.

CONSISTENT RETURN  
OF INCOME
The team focuses on 
returning consistent 
and sustainable income 
through targeting 
companies capable of 
generating a growing 
dividend stream. 

PENGANA.COM



FUND OBJECTIVE
To provide a common sense approach 
to actively manage an investment 
portfolio with a primary focus on capital 
preservation, and where a substantial 
component of the returns is delivered in 
the form of income.

INVESTMENT PHILOSOPHY
The Fund seeks to generate consistent 
superior investment returns with a 
high component of the return from 
income, using fundamental analysis 
to select securities with the following 
characteristics:

• Good businesses with transparent and 
resilient business models.

• Competent management with a track 
record of integrity.

• A favourable relationship between the 
market price and the future cash flows 
of the business.

INVESTMENT STRATEGY
The Australian Equities Income Fund 
invests in a high conviction portfolio of 
20 – 40 Australian listed securities with 
sustainable and growing income streams. 

This concentrated fund is capital market 
agnostic, enabling it to invest across 
the spectrum and focus on investing 
in good businesses run by competent 
management teams, at the right price.

Some of the company factors examined 
are, transparent and predictable cash flow, 
economic insensitivity and companies 
that hold the balance of power in their 
respective value chains. 

A focus on capital preservation is 
preferred to chasing ‘super’ returns, and 
cash holdings are viewed as a natural 
alternative when suitable investment 
opportunities cannot be identified.

WHO THE FUND SUITS

• Investors seeking a truly active 
investment approach, with a focus 
on capital preservation and where 
a material component of returns 
is delivered primarily in the form 
of income.

• Investors looking for genuine 
diversification benefits.

• Investors with an investment time 
horizon of at least five years.

FUND  
FACTS

THE PENGANA AUSTRALIAN EQUITIES 
INCOME FUND PROVIDES EXPOSURE 
TO A HIGH CONVICTION PORTFOLIO OF 
LISTED AUSTRALIAN SECURITIES. 

APIR CODE
HHA0001AU

INCEPTION DATE
Strategy Inception,  
1 August 2017

MINIMUM INVESTMENT
$20,000

RECOMMENDED INVESTMENT 
TIMEFRAME
Five or more years

BENCHMARK
RBA cash rate

MANAGEMENT FEE (INCL. GST)

0.716% per annum 

PERFORMANCE FEE (INCL. GST)
Performance fee of 10.25% of 
any increase in the Class’ NAV 
less any loss carried forward, after 
deduction of the management 
fee and adjusted for applications, 
redemptions and distributions 
to investors

BUY/SELL SPREAD
0.25% on both applications and 
redemptions

ENTRY/EXIT FEES
Nil

FUND PRICING
Daily

DISTRIBUTION FREQUENCY
Quarterly, March, June,  
September and December

TARGET ASSET ALLOCATION
Cash 0–100%  
Equities 0–100%

TYPICAL NUMBER OF STOCKS
20–40

PLATFORM ACCESS#

• AMP Summit
• HUB24
• Macquarie Wrap 

# Please see website for most recent list.
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• Netwealth
• OneVue
• Powerwrap

HOW DOES THE FUND DETERMINE 
ITS CASH WEIGHTING?
The flexibility of the investment 
mandate gives us the best opportunity 
to achieve our objectives.

The level of cash held in the Fund is not 
a market-timing decision but is purely 
based on whether the investment team 
can find enough quality investments to 
meet their investment criteria.

Typically, the Fund has held more 
cash when stocks have become more 
expensive and less cash when there  
are a lot of investment opportunities.

HOW CAN THE FUND  
PRESERVE CAPITAL?
The Fund aims to preserve capital  
using a number of methods.

Firstly, through the ability to hold cash.

Secondly, through the types of 
stocks the Fund invests in which are 
companies the team assess as having 
strong businesses with transparent and 
resilient business models, competent 
management and at valuations 
that enable the Fund to achieve 
its objectives. 

 

KEY QUESTIONS AND  
ANSWERS FOR CLIENTS



ROLE IN A PORTFOLIO

Core Equity Holding 
The Fund can serve as a core holding in 
the equities allocation of a portfolio due 
to its focus on capital preservation and 
income return. It may also complement 
other equities holdings due to its typically 
lower expected volatility than the market.

Diversification 
With the ability to hold large, mid and 
small cap companies and cash if suitable 
investments can’t be found, the Fund 
offers excellent diversification in a 
portfolio. The Fund may also complement 
portfolios that are overweight in the top 
50 stocks or that are index related  
(eg ETFs, Index funds).

A COMMON SENSE 
APPROACH TO AN 
ACTIVELY MANAGED 
INVESTMENT PORTFOLIO, 
WHERE A SUBSTANTIAL 
COMPONENT OF  
THE RETURNS ARE 
DELIVERED AS  
INCOME.

IDEA GENERATION
Should be able to say ‘no’  
5–10 times a day

Research and analysis

Portfolio construction

ASSESSING VALUATION
“Can this company generate 
an after tax cash earnings yield 
of at least 6% that can provide 
the basis for a sustainable and 
growing dividend stream?”

ASSESSMENT OF QUANTITATIVE FACTORS
• Build an integrated model of income 

statement, balance sheet and cash flow

• Focus on operating leverage, balance sheet 
and return to shareholders

• Granular focus on cash flow and risk

• Transparency: What am I buying for every  
$1 invested in the company?

• Predictability: Can we predict the key drivers

• Who has the power in each stakeholder 
relationship?

OWNING ASSETS
Maybe say ‘yes’ once a month 
20–40 stocks



PORTFOLIO MANAGERS 
INTERVIEW

Prior to joining Pengana Capital in 2013, Mark was an equity 
research analyst at Morgan Stanley before moving into the 
position of Head of Australian Consumer and Gaming research 
based in Sydney.

Previously, Mark spent five years as a chartered accountant at 
Price Waterhouse Coopers in Australia, working across Audit, 
Transaction Services, and Corporate Valuations and Consulting. 
This was followed by a move to Morgan Stanley London where 
Mark played a leading role in a top ranked European Consumer 
Staples team. 

Mark is a Chartered Accountant (CA), holds a Bachelor of Commerce 
and Bachelor of Business Management from the University of 
Queensland, in addition to a Post Graduate Diploma of Applied 
Finance and Investment from the Securities Institute of Australia.

Prior to joining Pengana Capital in September 2015, Chris set 
up Manikay Partners’ Asia Pacific office, where he originated, 
executed and managed Manikay’s investments in the regions.

Previously Chris has worked across investment banking, 
trading and investing in senior roles at UBS and Deutsche 
Bank. His experience incorporates investment analysis, trading 
and risk management across a variety of asset classes but 
principally equities, equity-linked securities and derivatives.

Chris was educated in Hong Kong and New Zealand and 
holds a Bachelor of Commerce LLB from Auckland University.

PRINCIPAL PORTFOLIO  
MANAGERS

MARK CHRISTENSEN

Fund Manager 

CHRIS TAN

Fund Manager 

Q:  WHAT IS THE INVESTMENT 
PHILOSOPHY OF THE FUND? 

Christensen
Our clients’ income needs vary from 
returns needed, to fund day-to-day 
living expenses in retirement, to more 
specific targets such as income to fund 
annual travel plans or operating costs of 
investment properties. 

The commonality across our client base 
however, is the primary need of capital 
preservation – i.e. we believe income 
generation alone is not a satisfactory 
outcome for our investors if their capital 
base is being eroded in the process.

By focusing on capital preservation  
and generating a reasonable return,  
as opposed to managing tracking error 
relative to an index, we think we are 
better placed to meet our clients’  
needs and deliver on our objectives.

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

Tan
The first element of our approach is to 
align our objective with the identified 
needs of our clients - capital preservation 
and a reasonable return, of which a 
substantial component is in the form of 
income.  We are very deliberate with 
this language, we believe an alternative 
objective, such as one focused on 
achieving a specific index or a benchmark 
yield target, would compromise our ability 
to preserve capital. 

We believe an absolute return focus is 
required to achieve the Fund’s objectives. 
This includes the ability to hold up 
to 100% cash in the portfolio when 
acceptable investments can’t be found. 

THE AUSTRALIAN EQUITIES INCOME FUND IS MANAGED BY  
PORTFOLIO MANAGERS MARK CHRISTENSEN AND CHRIS TAN

# Please refer to Product Disclosure Statement for more details. 

Pengana Capital Limited, ABN: 30 103 800 568 AFSL 226566 is the issuer of units in the Pengana Australian Equities Income Fund (ARSN 098 586 586) (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 Limited 
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 Limited nor its related entities, directors or officers guarantees the performance of, or the repayment of capital or income invested in, the Fund. Past performance is not a reliable indicator 
of future performance, the value of investments can go up and down.

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


