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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$1.9654 

Fees  
Management Fee: 1.025% 

Performance Fee: 10.25%* 

Minimum initial 

investment 
A$20,000 

FUM at month end A$1,364m 

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 September quarter, the Fund generated a 
satisfactory return of 2.1%. By way of comparison, the 
Share Market rose 1.9% and the RBA cash rate 
returned 0.4% over the quarter. 

As at 30 September 2018, the Fund’s cash holdings 
closed at 15%. The Fund’s purchases for the quarter 
included a sizeable new holding in Viva Energy 
Group, taking up a significant entitlement to additional 
Bingo shares at an attractive price and an initial 
position in Platinum. The Fund had an active quarter 
in sales which included, exiting NAB and the material 
lightening of our long-held exposures to Credit Corp, 
ResMed and CSL. In addition, Bingo’s sharp rerating 
post its acquisition of the Dial-a-Dump assets allowed 
us to reduce our holding to maintain it at an 
appropriate size. 

The Fund’s net exposure to non-Australian dollar 
earning streams stood at 9% at the end of September. 

 
 

Several important global investment themes continue 
to impact negatively on equity markets. These include 
the rising cost of money (higher interest rates), the 
increasing geo-political risk of an escalating trade war 
and the spectre of higher inflation. None of these are 
good for share prices, especially those very high 
multiple growth stocks.  

Our investment strategy, consistent with our process, 
has been to take advantage of substantially higher 
share prices, reducing our holdings commensurate 
with the lower margin for error in ResMed, CSL, Bingo 
and Credit Corp. Likewise where value has emerged 
in out of favour companies and fundamentals remain 
intact, we have increased our exposure.  

We have spoken in the past of the Australian middle 
class bifurcation between those suffering from 
chronically low wages growth and those benefiting 
from the ‘wealth effect’ of inflated asset prices, a 
phenomenon fuelled during this era of ‘cheap’ money.  
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The weight of money that has thus forced its way into 
the system is evidenced by not just inflated equity 
valuations, but by the demand for non-traditional 
assets such as innovative credit and non-bank lending 
products. This is symptomatic of not just the 
expansion in investor balance sheets but also an 
increasing appetite for risk, a phenomenon that has in 
the past presaged market corrections. 

The current retracement in equity markets is 
somewhat overdue and we expect increasing volatility 
to create additional opportunities for the deployment 
of our cash reserves. Falling markets typically sap 
investor confidence requiring a combination of timing, 
clear thinking and conviction. “Reaching across the 
abyss” is particularly hard as investors are required to 
distinguish between catching falling knives and real 
value. We continue to apply our disciplined and 
fundamental approach to managing the Fund.   

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. 
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PERFORMANCE SUMMARY

PERFORMANCE (%) 

Net performance for the periods ending 30 September 20181 

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

5 yrs 
p.a. 

10 yrs 
p.a. 

Since 
Inception 

p.a.2 

Fund -2.5% 2.1% 8.5% 10.0% 8.0% 11.3% 10.7% 

RBA Cash Rate 0.1% 0.4% 1.5% 1.6% 1.9% 2.9% 3.0% 

ASX All Ords -1.1% 1.9% 14.7% 12.4% 8.5% 7.7% 6.2% 

GROWTH OF A$100,000 INVESTED AT INCEPTION2 

 

PORTFOLIO INFORMATION 

Top 10 stocks    

Name Country Name Country 

ANZ Australia SG Fleet Group Australia 

Bingo Industries Australia Telstra Australia 

Credit Corp Australia Viva Energy Group Australia 

CSL Australia Westpac Australia 

ResMed Australia Woolworths Australia 

QUARTERLY CONTRIBUTORS 

Largest 3 contributors Largest 3 detractors 

Credit Corp Flight Centre 

Telstra Viva Energy Group 

Bingo Industries Eclipx Group 

SECTOR BREAKDOWN CAPITALISATION  

 
GEOGRAPHIC 

 

 

 

 

 

STATISTICAL DATA

Fund portfolio summary    

Volatility3 9.26% Number of stocks 30 

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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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%          2.1% 

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