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FUND DESCRIPTION AND FEATURES 

The Pengana Australian Equities Fund aims to 
enhance and preserve investor wealth over a 5-
year period via a concentrated core portfolio of 
principally listed Australian securities. The   
Fund uses fundamental research to evaluate 
investments capable of generating the target 
return over the medium term. Essentially, we are 
in the business of seeking to preserve capital 
and make money – We are not in the business of 
trying to beat the market. 

 

 

Portfolio Managers 
Rhett Kessler and Anton Du 

Preez 

APIR code PCL0005AU 

Redemption price  A$1.9197 (cum distribution) 

Fees  
Management Fee: 1.025% 

Performance Fee: 10.25%* 

Minimum initial 

investment 
A$20,000 

FUM at month end A$1,277m 

Fund inception date 1 July 2008 

Benchmark 

The average of the daily 

RBA Australian Cash Rate 

target 
*(including GST, net of RITC) of the increase in net asset value subject to the RBA Cash Rate & 
High Water Mark 

 

PERFORMANCE COMMENTARY 

Since inception 9 years ago, the Fund has generated 
a return of 11.1% p.a., rewarding investors with a 
7.9% p.a. above the Reserve Bank Cash Rate of 
3.2% p.a. While the investment environment has 
been volatile – The Australian All Ordinaries 
Accumulation Index ("the Share Market") returned 
5.4% p.a. over the same period – we are very proud 
to have completed our ninth consecutive year of 
positive returns, maintaining our track record of 
capital preservation in Real terms (greater than 
inflation) in Australian Dollars since inception.  

For the quarter, the Fund generated a return of          
-0.5%. By way of comparison the Share Market was 
down 1.5% for the same period. The RBA cash rate 
continued to be at record low levels returning 0.4% 
over the three month period. 

For the 2017 Financial Year the Fund generated a 
healthy return of 10.2%, comfortably above our 
target return of 7.5% (6% above the cash rate of 
1.5%). By way of comparison the Share Market was 
up 13.1% for the same period. 

PORTFOLIO HIGHLIGHTS 

As at 30th June 2017 cash holdings represented 
23% of the Fund. It is important to note that the level 

of cash held does not reflect an attempt to “time” the 
market but rather the availability of investable 
opportunities. Our view remains that cash is a 
valuable, low risk, income producing option to take 
advantage of future opportunities. 

Changes to the Fund during the quarter included 
starting new holdings in Wesfarmers, JB Hi-fi, and 
the recently listed waste management company 
Bingo. Significant additions to existing holdings by 
taking advantage of attractive prices included: 
Westpac, ANZ and Super Retail. The Fund disposed 
of its remaining holdings in McMillan Shakespeare 
and DUET. The latter was in response to a very 
attractive bid for the whole group. 

As at 30th June 2017, the Fund’s exposure to non-
Australian dollar earnings streams (inclusive of 
companies with global earnings profiles such as 
Resmed, CSL, and NZ based companies net of the 
forex hedge) stood at 13%. 

Global markets finished the quarter on a sour note as 
disenchantment with the “Trump Reflation Trade” 
and yet another dose of reality about the outlook for 
interest rates hit home. Both energy markets and 
technology stocks were sharply lower into the 
quarter’s close. Domestically, Healthcare (+6%), 
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Financials (+2%) and the Consumer Discretionary 
(+1%) sectors bounced back from their lows in May 
while Energy (-6%), Real Estate (-5%) and Utilities   
(-3%) finished sharply lower. 

The Fund completed an important milestone in 
celebrating its 9th anniversary since inception with a 
satisfactory 10.2% net return to unit holders. We are 
especially proud of our 9-year track record of 
consecutive positive annual returns, consistent with 
our twin objectives of capital preservation and at 
least a fair return to unit holders for the risk 
assumed. 

A feature of this year was the size of the distribution 
paid. While several of our investments were 
disposed of due to high valuation levels, thereby 
crystalizing realised capital gains (DUET was a key 
contributor to this), the Fund was also a substantial 
beneficiary of franked dividend income. 

Interim December 2016 2.0 cpu 

Final June 2017 6.5 cpu 

Total 8.5 cpu 

 

An attribution analysis of the 2017 financial year 
is summarised below: 

The Fund’s best performers are represented by a 
diversified group of investments highlighting our 
ability to find value across a range of industries and 
levels of company market capitalisation. It is 
particularly pleasing that many of these companies 
have been regular contributors to the Fund’s 
performance over several years. 

   

Company name % Attribution 

Credit Corp 2.8 

DUET Group 1.5 

CSL Limited 1.3 

ANZ Bank 1.2 

Resmed Inc 1.2 

NIB Holdings Ltd 1.1 

Clearview Wealth Ltd 0.9 

 

Importantly our loss makers were restricted to a 
much smaller subset. While we strive to ensure that 
sufficient margin for error exists to ensure the 
avoidance of any losses, we acknowledge that we 
are in the business of assessing/taking on risk to 
generate returns. 

The two significant loss generating investments were 
covered in detail in prior newsletters’. 

 

Company name % Attribution 

RCG Corporation Limited -0.80 

Quintis Ltd -1.45 

 

Many observers continue to comment on the 
uncertainties in the current equity market due to 
macro factors. While we agree that attempting to 
navigate the global environment is always risky and 
trying to predict the market is impossible, we 
continue to believe that our mandate is to invest in 
individual companies rather than the market. 

We remain focused on acquiring and holding 
investments that offer predictable, sustainable and 
well-stewarded after tax cash earnings yields in 
excess of 6% that will grow to double digit levels as a 
percentage of our original entry price in five years. 
We believe that building a well-diversified portfolio of 
these “gifts that keep on giving” represents a 
meaningful way to create and preserve financial 
independence for our co-investors. 

Those interested in a more detailed discussion of the 
Fund’s investment philosophy are referred to the 
“Resources” section of the Fund’s website.  There 
are several video clips discussing individual 
investment topics: 

 www.pengana.com/resources/videos. 

 

  

http://www.pengana.com/resources/videos
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FUND PERFORMANCE 

Net performance for periods ending 30 June 20171 

 3 Months 1 year 
3 Year 
p.a. 

Since 
Inception 
p.a.2 

Fund -0.5% 10.2% 8.9% 11.1% 

Benchmark 0.4%   1.5% 2.0%   3.2% 

 

PERFORMANCE SINCE INCEPTION2 

Growth of A$100,000 (Since 1 July 2008 Inception) 

 
 

PORTFOLIO INFORMATION 

Top 5 Stocks 

Name  Sector 

Credit Corp  Financials 

ANZ Bank  Financials 

CSL  Health Care 

Resmed  Health Care 

Z Energy  Energy 

 

Largest 3 contributors (qtr) Largest 3 detractors (qtr) 

Z Energy Quintis. 

CSL Flexigroup 

Duet Super Retail 

 

SECTOR BREAKDOWN 

 

CAPITALISATION  

 

  

 

GEOGRAPHIC 

 

STATISTICAL DATA

Fund portfolio summary    

Volatility3 9.6% Number of stocks 31 

Beta (vs All Ord) 0.60 Maximum draw down -17.9% 

 
 
 
1. Net performance figures are shown after all fees and expenses, and assume reinvestment of distributions. Past performance is not a reliable indicator 
of future performance, the value of investments can go up and down. 2. Inception 1st July 2008. 3. Annualised standard deviation since inception. 

Pengana Capital Ltd (ABN 30 103 800 568, Australian financial services license number 226566) is the issuer of units in the Pengana Australian Equities 
Fund (ARSN 146 346 929) (the “Fund”). A product disclosure statement for the Fund is available and can be obtained from our distribution team. 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 report was prepared by Pengana Capital Ltd and 
does not contain any investment recommendation or investment advice. This report has been prepared without taking account of any person’s 
objectives, financial situation or needs. Therefore, before acting on any information contained within this report 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.  
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FOR FURTHER 
INFORMATION 
PLEASE VISIT 
OUR WEBSITE: 

PENGANA.COM 
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