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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 Australian listed 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. 

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. 

Portfolio Managers 
Rhett Kessler and 

Anton du Preez 

APIR code PCL0005AU 

Redemption price  A$1.7900 

Fees  
Management Fee: 1.025% 

Performance Fee: 10.25%* 

Minimum initial 

investment 
A$20,000 

FUM at month end A$1,147m 

Fund inception date 1 July 2008 

Investment objective 

The RBA Cash Rate Target 

plus Australian equity risk 

premium. 

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

PERFORMANCE COMMENTARY 

PORTFOLIO HIGHLIGHTS 

For the March quarter, the Fund generated a positive 
return of 4.7%. By way of comparison, the ASX All 

Ordinaries Index returned 11.1% and the RBA cash 
rate returned 0.4% over the quarter. 

As at 31 December 2018, the Fund’s cash holdings 
closed at 22.8%. The Fund’s purchases for the quarter 

included adding a new holding in Aristocrat Leisure 
while also increasing exposure to Telstra and 
Resmed. The Fund took advantage of higher prices to 
trim its holdings in Viva Energy, Woolworths, Flight 
Centre and Credit Corp. Our largest contributors for 
the quarter were Viva Energy, Credit Corp, Telstra 
and Accent. Fleet management companies - Eclipx 
and SG Fleet - were the largest detractors following 
the combination of weaker new motor vehicle sales 
and the unwinding of McMillan Shakespeare’s bid for 
Eclipx. The Fund has reduced its exposure to this 
sector since quarter end.  

The Fund’s net exposure to non-Australian dollar 
earning streams stood at 10% at the end of March. 

The Fund had an active quarter, using the sharp 
rebound in equity prices to reduce its exposure where 
sharply higher share prices resulted in holdings that 
either individually or by sector were considered too 
large. These include fuel retailing, discretionary retail 
and financials. 

The increasing bifurcation in valuation multiples 
between “market darlings” (Read technology and 
REIT/Infrastructure) and what may unkindly be called 
the “Plodders” (being stable but unexciting, well 
managed companies) continues to offer opportunities 
to build a quality portfolio with a large margin of safety. 
The Fund’s after tax cash earnings yield is now almost 
8% providing healthy underlying valuation support. 

While the recent reporting season provided important 
investment thesis validation points for our holdings, 
we continue to search for additional opportunities to 
deploy our cash reserves. A recent series of company 
visits in the USA provided a better understanding of 
three major portfolio holdings.  

CreditCorp – Learnings from the recent visit to the 
company’s Salt Lake City based operations and 

FOR FURTHER 
INFORMATION 

PLEASE VISIT 
OUR WEBSITE: 

PENGANA.COM 

 

 

 FOR FURTHER 
INFORMATION 
PLEASE VISIT 
OUR WEBSITE: 

PENGANA.COM 

 

MARCH 
QUARTERLY 2019 
PERFORMANCE 
UPDATE 

 

http://bit.ly/2yTKGgv
http://bit.ly/2yTKGgv
http://bit.ly/2yTKGgv
http://bit.ly/2zyvViZ


 

QUARTERLY REPORT | PENGANA AUSTRALIAN EQUITIES FUND 

QUARTERLY 
REPORT 

competitors:  Credit Corp has spent several years 

paying school fees to establish a competent debt 
collection business. Our definition of competent 
revolves around the metrics of a) the ability to buy debt 
books in a consistent, disciplined and appropriately 
priced manner, and b) the ability to collect these 
outstanding debts productively. Both abilities require 
non-trivial infrastructure including the acceptance onto 
the major bank selling panels, sophisticated pricing 
models for acquisitions, detailed regulatory 
compliance processes, adequately trained collections 
teams of sufficient scale and access to capital.  

The US market opportunity is multiples larger than our 
domestic market. After a long hiatus, most large banks 
have started selling their books at advantageous 
prices to the collectors. The large listed incumbents 
are distracted by expensive capital structures as well 
as their myriad of international operations. Credit 
Corp’s US opportunity is to create a business of 
similar magnitude and profitability as its domestic 
operations in 4-5 years, thereby doubling earnings. 
The Fund participated in the recent capital raising, 
adding to our already substantial holding at a very 
attractive price. 

CSL – Learnings from the recent company 
sponsored tour of plasma collection centres, 
testing labs and fractionation plants. Separately 

we also visited customers to better understand the 
channel fundamentals and environment. Essentially 
the global blood plasma industry collects plasma and 
fractionates it into 3 main product categories, 
Immunoglobulin (Ig), albumin and speciality products 
which are then sold globally.  

Global demand for Ig has been growing at 10% for 
some time, putting strain on the entire supply chain. 
Increasing production capacity is non-trivial due to 
several significant bottlenecks.  

1) Collecting the raw material: Accumulating blood 

plasma is a complicated process involving a) limited 
geographies (USA is the only developed market 
providing a commercially reliable environment of 
paying plasma “donors”), b) long lead times to add 
productive collection centres, and c) cost pressures 
due to the high employments levels. CSL has invested 
ahead of the curve, creating a competitive advantage 
due to being both the lowest cost collector and best 
placed operator to supply the excess demand. 
However we suspect they will not be immune to input 
cost pressures. 

2) Manufacturing the products: Because most of 

the cost occurs in the collection process and initial 
manufacturing process, the ability to sell multiple 
“fractions” or products derived from the plasma is a 
major determinant of the company’s revenue and 
profit margin. (Last litre economics dictates that the 
industry will collect and process only the volume that 
equates to an output of the lowest volume product it 
can sell). Building and maintaining the production 
facilities is non-trivial requiring several years of design 
and construction, FDA approval and large amounts of 

capital. CSL is spending over US$1b in 2019 alone to 
materially increase its production capacity across its 
suite of products. Furthermore, having anticipated the 
strong demand for several years we anticipate it 
bringing on additional capacity significantly earlier 
than the rest of the industry. 

3) Selling the products: CSL has a strong product 

suite, particularly in Ig and speciality products. 
Importantly we anticipate that it will use its ability to 
deliver on demand shortages to enhance its already 
strong reputation as a reliable scale supplier for these 
lifesaving therapies. Our channel checks confirmed 
the global shortages in the core product of Ig are offset 
somewhat by the abundance of Albumin in the 
system. CSL’s strategy of linking Ig supply to offtake 
commitments for its albumin will provide considerable 
volume protection. 

In summary: CSL is the largest global blood 

fractionator. Our trip confirmed our investment thesis 
that its position as the lowest cost producer of non-
economically sensitive products, with a significant 
window to be the scale volume provider in a tight Ig 
market, puts it in a strong competitive position, 
particularly in light of the cost pressures facing the 
industry. The long term nature of our substantial 
holding in the company needs to be balanced against 
the risks associated with Albumin demand 
(particularly out of China), impact of cost pressures on 
margins and the enormous upside from potential new 
products. 

While we are disappointed by the performance of the 
Fund over the last 12 months, we remain confident 
that our successful process, as evidenced by our 
longer term track record, will assert itself. Our portfolio 
represents a collection of quality, defensive, strong 
cash flow producing businesses. Our core metric - the 
after-tax cash earnings yield - stands at almost 8% for 
the year ending June 2019, providing a fundamental 
underpin to valuation.  

We have seen momentum cycles before. In times of 
uncertainty and volatile markets a disciplined, 
unwavering and consistent investment process 
becomes even more critical. The Fund’s investments 
remain concentrated in companies with good 
management that are anticipating using their cashed-
up balance sheets, and resilient business models to 
good effect. We anticipate that, as in the past, the 
strong will get stronger during these tough periods.  

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 wealth. 
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PERFORMANCE SUMMARY

PERFORMANCE (%) 

Net performance for the periods ending 31 March 20191 

 1 mth 3 mths 1 yr 
3 yrs 
p.a. 

5 yrs 
p.a. 

10 yrs 
p.a. 

Since 
Inception 

p.a.2 

Fund -1.1% 4.7% -1.4% 5.4% 6.2% 11.0% 9.5% 

RBA Cash Rate 0.1% 0.4% 1.5% 1.5% 1.8% 2.7% 2.9% 

ASX All Ords 0.7% 11.1% 11.2% 11.3% 7.5% 10.5% 6.0% 

GROWTH OF A$100,000 INVESTED AT INCEPTION2 

 

PORTFOLIO INFORMATION 

Top 10 stocks    

Name Country Name Country 

ANZ Banking Group Australia Telstra Australia 

CSL Australia Viva Energy Group Australia 

Credit Corp Australia Viva Energy REIT Australia 

Medibank Private Australia Westpac Australia 

ResMed Australia Woolworths Australia 

QUARTERLY CONTRIBUTORS 

Largest 3 contributors Largest 3 detractors 

Viva Energy Group Bingo Industries 

Credit Corp SG Fleet 

Telstra Eclipx Group 

SECTOR BREAKDOWN CAPITALISATION  

 

GEOGRAPHIC 

 

 

 

 

 

STATISTICAL DATA

Fund portfolio summary    

Volatility3 9.57% Number of stocks 28 

Beta (using daily returns)4 0.58 Maximum draw down -17.88% 

 
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. 4. 
Relative to ASX All Ordinaries Index.
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27.5%

10.6%

10.4%

9.6%

6.5%

4.9%
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0.6%
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PERFORMANCE TABLE 

Fund Performance (A$, net of fees) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 

 

 

Year Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun FYTD 

2018/19 1.3% 3.4% -2.5% -8.0% -1.6% -2.0% 2.4% 3.4% -1.1%    -5.2% 

2017/18 0.6% 1.0% 0.1% 1.9% 3.2% 0.1% 1.5% -1.3% -3.0% 0.0% 2.5% 1.5% 8.1% 

2016/17 6.1% 2.3% 0.3% -3.0% -0.3% 3.4% -0.8% 0.7% 1.8% 1.7% -4.7% 2.7% 10.2% 

2015/16 3.3% -4.2% -0.6% 4.1% 3.4% 0.2% -1.8% -3.2% 3.1% 0.7% 4.6% -1.6% 7.7% 

2014/15 1.9% 1.5% -2.4% 2.5% 0.0% 1.4% 2.6% 4.0% 1.3% -1.7% 1.1% -3.5% 8.9% 

2013/14 2.0% 2.3% 1.4% 2.3% -1.2% 1.3% -2.0% 1.4% -0.4% 1.2% 1.5% -1.0% 9.1% 

2012/13 2.9% 2.5% 0.2% 2.4% 2.8% 1.8% 5.2% 4.4% 0.0% 3.5% -1.3% -2.5% 24.0% 

2011/12 -3.1% 1.4% -2.4% 4.7% -2.4% 1.0% 2.9% 3.6% 4.2% 0.7% -1.1% -1.1% 8.3% 

2010/11 5.1% 1.1% 3.6% 1.8% -0.1% 3.0% 0.7% 1.5% 1.0% 0.0% -0.8% -0.5% 17.4% 

2009/10 3.5% 6.1% 3.8% 1.2% 1.0% 2.5% -3.6% 1.1% 3.6% -0.2% -4.0% -2.5% 12.5% 

2008/09 -1.0% 3.5% -4.7% -9.0% -5.3% 3.9% 0.2% -1.4% 7.9% 4.4% 2.1% 3.8% 3.0% 

PENGANA CAPITAL LIMITED  
ABN 30 103 800 568   AFSL 226 566 

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 
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