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FUND DESCRIPTION AND FEATURES 

The Pengana High Conviction Equities Fund (the 
Fund) invests globally in a concentrated portfolio 
of up to 20 stocks. The Fund can invest in both 
small and large cap stocks and is diversified 
across countries and sectors. 

We avoid investment in companies that are currently, 
in our opinion, unnecessarily harmful to people, 
animals or the environment. 

Visit our website for more information on the Fund. 

 

Portfolio Manager James McDonald 

APIR code HHA0020AU 

Redemption price  A$2.1342 

Fees* Management fee: 1.80% p.a. 

Performance fee: 15.38%  

Minimum initial 

investment 
A$25,000 

FUM at month end A$21.4m 

Fund inception date 11 December 2014 

Benchmark RBA Cash Rate + 3% 

* Refer to PDS for information on Management Costs (including 
reimbursable expenses)  

PERFORMANCE COMMENTARY

The Fund declined 7.4% in May, largely driven by 
increased China-US trade tensions. 

US optical components producer Lumentum fell 
33% after the US banned the sale of technology 
products to Lumentum’s second largest customer 
Huawei. After meeting with Lumentum recently in 
Boston, we remain confident in the company’s 
prospects. Demand for optical switches and 3D 
sensors remains very strong and the company can 
partly offset the loss of revenue with sales to other 
companies. The market for 3D sensing chips used in 
smart phones for facial recognition and augmented 
reality which Lumentum dominates, will likely 
increase from around $400m in 2019 to $1b in 2020. 
Even factoring in the loss of Huawei the shares 
remain cheap on 10x PE. 

Shares in Dutch mapping company TomTom fell 
over concerns that global auto sales are slowing. It 
returned 40% of its market value in cash to 
shareholders last month after it sold off its truck fleet 
management software division. The remaining 
business looks undervalued with cash accounting for 
35% of its market value while generating 5-6% of 
additional cash each year. TomTom is winning 
contracts to supply next generation high definition 
(HD) maps to auto manufacturers commencing in 
2021. Currently it sells its maps for about $100 per 
car. With HD maps, the company will receive an 
annuity stream making it much more valuable. 

US biotech Sangamo fell 23% on little news. We 
recently met management in New York and remain 
excited about the prospects for the company. The 
company has a technology platform for editing genes 
called Zing Fingers, which is considered to be more 
precise than the competing CRISPR technology. The 
company has a pipeline of new drugs including a 
treatment for Haemophilia A, partnered with Pfizer, 
which is expected to report data throughout the year. 

On the positive side, Australian healthcare imaging 
software company Mach7 rose 40% after reporting 
strong quarterly results. It recently won a large 
contract with the Hong Kong Health Authority, which 
places the firm in a strong position to win further 
business in the country. 

Danish vaccine producer Bavarian Nordic rose after 
reporting quarterly earnings, which highlighted 
expected results on a vaccine to treat a rare form of 
cancer called Chordoma. The company has a strong 
cash position and a contract with the US government 
to produce a small pox vaccine underpins its 
valuation. There is substantial optionality in the 
shares in the form of treatments for many forms of 
cancer, Respiratory Syncytial Virus, HIV and Ebola. 
We added substantially to the holding. 

US automobile auction company KAR Auction 
Services rose after investors focused on the spin-off 
of a subsidiary, the true value of which we believe is 
greatly underappreciated by investors.  
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FUND PERFORMANCE 

Net performance for periods ending 31 May 20191 

 1 mth 1 yr 
2 yrs 
p.a. 

3 yrs 

p.a. 

Since 
inception 

p.a.2 

Fund -7.4% 11.4% 12.9% 8.7% 36.4% 

Benchmark 0.4% 4.5% 4.5% 4.5% 4.7% 

 

PERFORMANCE SINCE INCEPTION2 

Growth of A$100,000 (since inception) 

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 11 December 2014.  

PORTFOLIO INFORMATION 

Top 10 Stocks 

Name Country Sector 

Base Resources Australia Materials 

Bavarian Nordic Denmark Health Care 

Howard Hughes United States Real Estate 

Interactive Brokers United States Financials 

Lumentum United States Information Technology 

Merck Group Germany Health Care 

Photocure Norway Health Care 

Sangamo Biosciences United States Health Care 

TomTom Netherlands Consumer Discretionary 

Viavi Solutions United States Information Technology 

 

Largest 3 Contributors Largest 3 Detractors 

Mach7 Technologies Lumentum 

Bavarian Nordic TomTom 

KAR Auction Services Sangamo Biosciences 

SECTOR BREAKDOWN CAPITALISATION 
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STATISTICAL DATA

Fund Portfolio Summary   

Volatility3 27.50% Maximum drawdown -20.1% 

Beta4  0.39 Number of stocks 16 
 

3. Annualised standard deviation since inception. 4. Relative to the MSCI All Country World Total Return Index in AUD, calculated daily. 
 

Pengana Capital Limited (ABN 30 103 800 568, AFSL 226566) (“Pengana”) is the issuer of units in the Pengana High Conviction Equities Fund (ARSN 
602 546 332) (the “Fund”). A product disclosure statement for the Fund is available and can be obtained from our distribution team or website. 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 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 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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