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 – Exposure to 100 large US and multinational 
companies via the PowerShares S&P 500® 
Low Volatility Exchange Traded Fund (‘ETF’)

 – Added assurance of a ‘Minimum Final Value’ 
paid at maturity in Australian dollars

 – Flexible investment term of 2 or 3.5 years

 – Choice of Australian or US dollar currency 
exposure on returns generated above the 
‘Minimum Final Value’

 – Attractive pricing – current market conditions 
are favourable for low volatility investment

 – Are seeking offshore equity exposure

 – Are seeking equity exposure but have concerns 
around market downside

 – Are seeking the potential for returns greater than the 
cash rate with limited risk of capital loss

 – Want to lock in the gains from existing equity 
positions whilst retaining an equity exposure

 – Are comfortable with a 2 or 3.5 year investment term

 – Want the assurance of investing with a ‘Minimum 
Final Value’ at maturity

THE OPPORTUNITY

MAY BE SUITABLE FOR 
INVESTORS WHO:
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Both the PowerShares S&P 500® Low Volatility Portfolio and the S&P 500® Low Volatility Index were only established in 2011 and 
accordingly there is limited history that can be presented to enable investors to make an informed investment decision. Standard & Poor’s 
(‘S&P’) have accordingly applied the Underlying Index methodology, to the S&P 500® Index in order to simulate historical returns for the 
S&P 500® Low Volatility Index. A simulation of the historical performance of the PowerShares S&P 500® Low Volatility Portfolio may be 
derived from the S&P simulation by calculating the average amount by which the PowerShares S&P 500® Low Volatility Portfolio has 
historically underperformed compared to the S&P 500® Low Volatility Index which results in the simulated performance above. Since 
Inception, the PowerShares S&P 500® Low Volatility Portfolio has underperformed the S&P 500® Low Volatility Index by less than 0.10% 
(10 bps) per annum. This includes the deduction of the Reference Asset Manager Fee. This simulation of the PowerShares S&P 500® Low 
Volatility Portfolio may then be compared to the S&P 500® Index which is accepted globally as one of the primary investable equity indices. 
The returns from May 2011 onwards reflect the actual performance of the PowerShares S&P 500® Low Volatility Portfolio. The Graph 
only shows days on which the S&P simulation included a closing level for the Underlying Index. Therefore to the extent that there was a 
market disruption, adjustment or other event which caused a change to the Index, it would be included in the simulation shown, and to the 
extent that such an event resulted in the Index level not being published, it would not be shown on that day in the simulation. Neither past 
performance nor simulated performance is any indication of future results and no hypothetical record can completely account for the impact 
of financial risk in actual trading. Please refer to product disclosure statement for further detail. Full index methodology details are available at 
www.spindices.com

Comparison of Price Returns: S&P 500 and ETF Simulation
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INVESTMENT CONCEPTS

PowerShares S&P 500®  
Low Volatility ETF

This is an Exchange Traded Fund (ETF) based on 
the S&P 500® Low Volatility Index which invests at 
least 90% of total assets in stocks that make up 
the Index. The Index is compiled and maintained 
by Standard and Poor’s and consists of the 
100 stocks from the S&P 500 Index with the 
lowest realised volatility over the past 12 months. 

Minimum Final Value 

Is the percentage of the Issue Price returned to 
investors at maturity, paid in Australian dollars.

Strike Level 

Is the level above which the investor will obtain 
exposure to the Reference Asset Performance.
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1 Based on pricing as at the date of the PDS (5th June 2014).
2 The participation rate represents the degree to which an investor will participate in any returns from the PowerShares S&P 500® Low 

Volatility Index ETF. If the participation rate cannot be set to the minimum participation rate of 75% as detailed in the PDS, the issue of 
Units will not proceed and application monies will be returned within 10 business days without interest.

Investment Terms1

Series Term Minimum Final Value 
(% of investment amount)

Participation  
Rate2

Expected Range 
of Participation Rate

AUD Series 1 2 Years 95% 100% 90–105%

USD Series 1 2 Years 95% 100% 90–105%

AUD Series 2 3.5 Years 100% 92.5% 85–100%

USD Series 2 3.5 Years 100% 95% 85–100%

This is not a tax based product designed to defer or 
minimise the amount of tax payable in a particular tax 
year, it is an investment product based on a credible 
investment strategy. It is delivered through a Deferred 
Purchase Agreement (‘DPA’) which provides exposure to 
the PowerShares S&P 500® Low Volatility Portfolio ETF. 
This is known as the Reference Asset. At maturity, the 
issuer will deliver ASX listed shares (known as the Delivery 
Asset), equal in value to the Final Value of the investment. 
The Delivery Asset is expected to be fully paid, ordinary 
shares in Telstra Corporation Limited. Investors may elect 
to use the Sale Arrangement and receive the sale proceeds 
of these shares instead.

Please note:

 – The Minimum Final Value only applies at maturity and 
will not apply in any circumstances prior to the final 
maturity date

 – Investors will not receive dividends on the 
Reference Asset, or the securities that comprise 
the Reference Asset

HOW IT WORKS
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Academic studies* have shown that contrary to generally 
accepted theory, greater risk need not be associated with 
greater return:

 – shares which display lower price volatility have 
frequently generated better returns with less risk than 
market indices weighted by market size

 – low volatility strategies will generally fall less and rise 
less when markets move

 – a rules-based approach will decrease exposure 
to stocks as their volatility rises, for example the 
weighting to US banks was decreased during the 
financial crisis

 – This ‘low volatility anomaly’ could exist because 
investors overpay for higher volatility stocks directly 
contributing to future volatility

THE BENEFITS OF  
LOW VOLATILITY

 – The level of the Reference Asset can go down as well as 
up and there is no guarantee that investors will make a 
positive return on their investment. The return may also 
be less than the Placement Fee paid (if any) in relation 
to the investment. In addition, Investors in Series 1 may 
lose up to 5% of their Total Investment Amount if the 
Return Amount is zero or negative

 – For USD Series 1 & 2 the amount of the Final Value 
linked to the positive Reference Asset Performance will 
decrease if the AUD/USD exchange rate increases over 
the Investment Term

 – The level of exposure that Investors have to the positive 
Reference Asset Performance above the Strike Level 
depends on the Participation Rate for the Series. A 
Participation Rate of below 100% means that Investors 
will have less than 100% exposure to the performance 
of the Reference Asset

 – The creditworthiness of the issuer may impact the 
issuer’s ability to perform its obligations. However, 
the issuer’s obligations under the PDS are secured 
through a structure that has the effect of passing 
through the credit ratings of the Hedge Provider and the 
Deposit Provider

 – Investors should note that the Units are not bank 
deposits and do not offer the same level of protection as 
a bank deposit

Please see section 7 ‘Risks’ in the PDS for a full description of the 
investment risks.

KEY RISKS

* For example refer to:

Aye M. Soe, ‘The Low-Volatility Effect: A Comprehensive Look,’ 
S&P Dow Jones Indices, Aug. 2012 http://www.spindices.
com/documents/research/low-volatility-effect-comprehensive-
look-201208.pdf

Baker, Bradley and Wurgler (2011) ‘Benchmarks as Limits to 
Arbitrage: Understanding the Low-Volatility Anomaly’, Financial 
Analyst Journal, Vol. 67, No. 1, pp. 40–54 which used 41 years 
of data on the 1,000 largest US stocks from 1968 until 2008. The 
stocks were sorted into five portfolios each month according to 
trailing volatility. The results showed that one dollar invested in 
the lowest volatility portfolio in January 1968 was worth $59.55 in 
December 2008 while one dollar invested in the highest volatility 
portfolio over the same period was worth only $0.58.
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A USD denominated ETF listed on the NYSE Arca and 
managed by PowerShares.

To replicate the performance (before fees and expenses) 
of the S&P 500® Low Volatility Index ETF.

This Index is compiled by Standard & Poor’s and 
stocks must:

 – belong to the S&P 500® index; and

 – have traded on all 252 trading days in the last 
12 months

The 100 stocks with the lowest volatility (rebalanced 
quarterly) are included.

ETF EXPOSURE TOP ETF HOLDINGS*

Sector breakdown*

23.7% Utilities

18%  Financials

16.6%  Industrials

16.4%  Consumer Staples

8.1%  Materials

Sigma-Aldrich Corp 1.20%

McDonald’s Corp 1.19%

Wal-Mart Stores 1.19%

U.S. Bancorp/MN 1.18%

United Parcel Services 1.14%

Clorox Co 1.13%

PepsiCo Inc. 1.12%

Duke Energy 1.12%

Chubb Corp 1.12%

ConocoPhillips 1.12%

Praxair Inc. 1.12%

The Southern Co 1.11%

Johnson & Johnson 1.09%

Chevron Corp 1.08%

Travelers Cos Inc 1.07%

Berkshire Hathaway 1.07%

8%  Health Care

3.2%  Energy

3.0% Information Technology

2.1%  Consumer Discretionary

0.9%  Telecommunication   
 Services * Composition as at June 5 2014.
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WORKED EXAMPLE

PROFIT AND LOSS DIAGRAMS

ETF falls by 10% at maturity ETF increases by 10% at maturity

Downside participation Value of investment Upside participation Value of investment

AUD Series 1 
2 years

5% $95,000 100% $110,000

AUD Series 2  
3.5 years

0% $100,000 92.5% $109,250

Assuming a $100,000 Investment1

1 Based on pricing as at 5 June 2014. The Participation Rate will be fixed on the Issue Date.
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Depending on an investor’s personal circumstances, 
returns may be eligible for discount CGT treatment in 
respect of any gains arising at maturity on assets held for 
at least 12 months and it is recommended that Investors 
discuss their own circumstances with a tax adviser prior 
to purchasing units.

A complete tax summary is available in section 10 of 
the PDS.

FEES AND EXPENSES

Placement Fee

1% (inclusive of GST) of the total investment amount, 
or any other amount as agreed between investor and 
Placement Agent.

The total amount payable will need to be specified on the 
application form and is payable upfront in addition to the 
investment amount.

Arranger Fee

The issuer will pay the arranger up to 1% of the issue 
price per unit issued per annum.

The arranger fee is not an additional fee separately paid 
by investors.

ETF Manager Fee

PowerShares charges 0.25% p.a. of the net asset value 
of the ETF.

This fee is not paid by Investors and is deducted from the 
total return of the ETF.

The underlying index is a price return index so the overall 
effect on the ETF compared to the underlying index will 
be very small (if any).

Other Fees and costs

The issuer reserves the right to pass on to you any 
unforeseen costs and taxes in the calculation of the 
delivery parcel. At the date of this PDS, the issuer is not 
aware of any costs and taxes payable.

TAX EFFICIENT OUTCOME
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This investment is Issued By Pengana Structured 
Investments Pty Ltd with Pengana Capital as the arranger.

Pengana Capital (‘Pengana’) is a funds management 
group specialising in listed Australian and Global equities. 
The group manages in excess of A$1.2 billion1 across 
five strategies. Pengana was founded in 2003. We are 
headquartered in Sydney and also have operations in 
Singapore and Melbourne. Pengana is licensed under the 
Australian Securities and Investments Commission (ASIC).

National Australia Bank is a significant shareholder with a 
49.9% stake in the holding company. The majority of the 
remaining shares are owned by directors and staff.

ISSUED BY PENGANA 
STRUCTURED INVESTMENTS

* The dates in the Timetable are indicative only. Any variation 
in dates will be posted on the website at www.pengana.
com. If a decision is made for any reason not to issue units 
in a Series, the issuer will return application monies (being 
the Total Investment Amount and any Placement Fee) to 
applicants or investors (as applicable) without interest within 
ten Business Days of the scheduled Issue Date. 1 As at 30 April 2014.

TIMETABLE FOR THE OFFER*

Offer period open 14 July 2014

Offer period close 5.00 pm (Sydney time)  
9 September 2014

Applications open date* 19 August 2014

Issue date 19 September 2014 or  
as soon as reasonably 
practical thereafter 

Payment date 9 September 2014

Strike date 17 October 2014

Final maturity date  
– Series 1

19 September 2016

Final maturity date  
– Series 2

19 March 2018



The rating contained in this document is issued by SQM 
Research Pty Ltd ABN 93 122 592 036. SQM Research 
is an investment research firm that undertakes research 
on investment products exclusively for its wholesale 
clients, utilising a proprietary review and star rating 
system. The SQM Research star rating system is of 
a general nature and does not take into account the 
particular circumstances or needs of any specific person. 
The rating may be subject to change at any time. Only 
licensed financial advisers may use the SQM Research 
star rating system in determining whether an investment 
is appropriate to a person’s particular circumstances 
or needs. Ratings are only one factor to be taken into 
account when deciding whether to invest in the Units. You 
should read the product disclosure statement and consult 
a licensed financial adviser before making an investment 
decision in relation to this investment product. SQM 
Research receives a fee from the Issuer for the research 
and rating of the investment.

RESEARCH HOUSE RATING



Important Information

Pengana Structured Investments Pty Ltd is the issuer of this product. This information has been prepared by Pengana Capital 
Ltd (ABN 30 103 800 568, Australian financial services license number 226566) (‘Pengana’), the arranger of the issue, and is 
being provided solely for information purposes. This information does not contain any investment recommendation or investment 
advice and has been prepared without taking account of any person’s objectives, financial situation or needs. Before acting on the 
information, investors should consider the appropriateness of the information having regard to their objectives, financial situation 
and needs. This information is for general promotional purposes only and is not an offer to sell any financial products. It does 
not specify or summarise all of the information which may be relevant to a decision about whether to make an investment in the 
product. A Product Disclosure Statement for this product (‘PDS’) is available and can be obtained by contacting Pengana on (02) 
8524 9900. The Units will only be issued to you upon receipt and acceptance of an Application Form which is attached to the 
PDS. A person who is considering investing in the product should obtain a copy of the PDS and should consider the PDS carefully 
and consult with their financial adviser to determine whether the product is appropriate for them before deciding whether to invest 
in the product. Capitalised terms have the meaning given in Section 13 of the PDS.

Past performance is not a reliable indicator of future performance. The value of investments can go up and down.

653253M0814Pengana Capital Limited ABN 30 103 800 566 n level 12, 167 Macquarie street, NSW 2000, Australia


