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IMPORTANT INFORMATION AND DISCLAIMER 
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Pengana Capital Limited (ABN 30 103 800 568, AFSL 226566) (“PCL”) is the issuer of units in the Pengana International Fund (ARSN 610 351 641 ). A product disclosure statement for each of these funds (‘Funds’) is available and can be 
obtained from our distribution team. A person should consider the product disclosure statement carefully and consult with their financial adviser before deciding whether to acquire, or to continue to hold, or making any other decision in respect of, 
the units in the Fund. 
 
The performance calculations for the Fund in this report have been calculated net of fees and expenses, on a pre-tax basis and assume that all distributions are reinvested.  

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

While care has been taken in the preparation of this report, none of PCL nor any of its related bodies corporate make any representation or warranty as to the accuracy, currency or completeness of any statement, data or value. To the maximum 
extent permitted by law, PCL and its related bodies corporate expressly disclaim any liability which may arise out of the provision to, or use by, any person of this report.  

Relating to data in this report sourced from MSCI: Neither MSCI nor any other party involved in or relating to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to such data 
(or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of original ity, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without 
limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, special, punitive, consequential or any other 
damages (including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent.  

The Lonsec Rating (assigned March 2019) presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is limited to "General Advice" (as defined in the Corporations Act 2001 (Cth)) and 

based solely on consideration of the investment merits of the financial product(s). Past performance information is for illustrative purposes only and is not indicative of future performance. It is not a recommendation to purchase, sell or hold 

Pengana Capital product(s), and you should seek independent financial advice before investing in this product(s). The Rating is subject to change without notice and Lonsec assumes no obligation to update the relevant document(s) following 

publication. Lonsec receives a fee from the Fund Manager for researching the product(s) using comprehensive and objective criteria. For further information regarding Lonsec's Ratings methodology, please refer to our website at: 

http://www.beyond.lonsec.com.au/intelligence/lonsec-ratings. 

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. Information contained in this document attributable to SQM 

Research must not be used to make an investment decision. The SQM Research rating is valid at the time the report was issued (2 April, 2019), however it may change at any time. While the information contained in the rating is believed to be 

reliable, its completeness and accuracy is not guaranteed. 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. 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. 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 Fund Manager for the research and rating of the managed investment scheme. 

The Zenith Investment Partners ("Zenith") Australian Financial Services License No. 226872 rating (assigned November 2018) referred to in this document is limited to "General Advice" (as defined by the Corporations Act 2001) for Wholesale 

clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any individual. It is not a specific recommendation to purchase, sell or hold the relevant product(s). Investors should seek 

independent financial advice before making an investment decision and should consider the appropriateness of this advice in light of their own objectives, financial situation and needs. Investors should obtain a copy of, and consider the PDS or 

offer document before making any decision and refer to the full Zenith Product Assessment available on the Zenith website. Zenith usually charges the product issuer, fund manager or a related party to conduct Product Assessments. Full details 

regarding Zenith’s methodology, ratings definitions and regulatory compliance are available on our Product Assessment’s and a t http://www.zenithpartners.com.au/RegulatoryGuidelines. 



FUND OVERVIEW 
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Long-only - typically  
invested 80-100% 

Typically hold  
30-50 stocks 

Unique Portfolio 
Construction 

Invest across market cap 
range - min market cap is 

A$1.5b and there is no max 

Focus on capital appreciation, 
avoid losses and 

minimise volatility 

Evergreen - focus on 
value and growth 

Global - invest in 
developed and 

emerging markets 

Funds under 
management 

capped at A$7b 



WHO WE ARE 
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CORE FUND 

AIMS: 

HOW WE DO IT CONSISTENTLY MAKE MONEY 

MINIMISE LOSSES & VOLATILITY 
PORTFOLIO 
CONSTRUCTION 

ACTIVE 
MANAGEMENT 



PORTFOLIO CONSTRUCTION 
How we pick stocks 

LOGICAL AND COMMON SENSE  

CASH 

GENERATION 
GROWING 

GOOD 

MANAGEMENT 

 

POSITIVE 

TAILWINDS 

 

REASONABLE 

VALUATION 

UNLIKELY  

TO BLOW UP 

5 



6 

PORTFOLIO SEGMENTATION 

CORE CYCLICAL 

60 – 80% of Fund 

15 – 30 stocks 

5 – 15% growth 

Stable and growing 
companies with favourable 
tailwinds 

Position size: 1-5% 

 

0 – 20% of Fund 

0 – 10 stocks 

Company specific situations 
with attractive potential upside 

Stop losses 

Position size: 1-3% 

 

0 – 30% of Fund 

0 – 15 stocks 

>10% growth 

Operate in cyclical industries 
poised for an upturn 

Stop losses 

Position size: 1-3% 

 

PORTFOLIO 30 – 50 STOCKS  > 5% GROWTH FCF YIELD > RFR + 3% 

OPPORTUNISTIC 
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Core Cyclical Opportunistic 

Finance 

Consumer Services 

Consumer Staples 
 

 

Communications 
 

 

Real Estate 
 

 

Electronic Technology 

Commercial Services 

Agriculture 

Health Technology 

Industrials 

Technology Services 

EXAMPLES OF PORTFOLIO POSITIONS 



INVESTMENT EXAMPLE – RAKUTEN 
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• Japanese internet and Fintech 
conglomerate 

• ~20% market share in Japan online retail  

• Largest online hotel reservation site in 
Japan 

• Largest credit card issuer in Japan with 
growing presence in banking and 
insurance 

• Strengthening ecosystem - addition of new 
services and highly rewarding points system 

• Huge opportunity in cellular business – supported 
by government + significant cost advantages 

• Understated earnings - growth investments in 
e-commerce and mobile 

• Significant equity investments (Lyft, Pinterest) on 
the verge of being monetised 

• Cheap valuation – online marketplace trades on 
0.5x GMV 

COMPANY OVERVIEW 

 

WHY WE OWN IT 

Market cap US$15.3b 

Revenue US$11.4b 

FCF yield 4.8% 

P/E 25.5 

Leverage 3.0x 



INVESTMENT EXAMPLE – BHARTI INFRATEL 
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• Indian telecom tower operator 

• Makes money from renting space on 
telecom towers to telecom operators 

• Largest operator in India with about 50% 
market share 

• Continued rollout of 4G – mobile data usage 
continues to skyrocket, driving additional leases 

• Long term growth – half a million towers in India 
versus two million towers in China 

• Merger with Indus Towers finally complete after 
more than a year 

• Cheap valuation and strong balance sheet with no 
debt 

• Takeover target – KKR already has a stake and 
has been rumoured to make a bid post-merger 

COMPANY OVERVIEW 

 

WHY WE OWN IT 

Market cap US$7.3b 

Revenue US$2.1b 

FCF yield 5.0% 

P/E 21 

Leverage nil 



INVESTMENT EXAMPLE – CME GROUP 
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• USA derivative exchange 

• Main business – interest rates derivatives 

• Other important businesses – energy 
derivatives, equities derivatives, 
Commodity derivatives 

• Fabulous business – monopoly, network effects, 
scale advantages, low capital intensity 

• Thematics – increased volatility; growing US 
budget deficit; regulation 

• Defensive characteristics  

• Opportunity to grow in FX – market size is $5T 
and CME’s daily volume is $100m 

• Reasonable valuation 

COMPANY OVERVIEW 

 

WHY WE OWN IT 

Market cap US$70.6b 

Revenue US$4.9b 

FCF yield 4.2% 

P/E 27 

Leverage 1.0x 



OBSERVATIONS OF THE MARKET 

A MACRO PERSPECTIVE  
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MACRO 

(1) Global GDP growth coming from emerging markets 
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Source – Citi  



MACRO 

(2) US vs EM valuation gap is at extreme levels 

13 Source – Minack Advisors 



MACRO 

(3) Volatility at multiyear lows  

14 Source – Minack Advisors 



MACRO 

What we have done 
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Strategy – unchanged 

• Invest in cash generative businesses on reasonable valuations and low debt 

• Remain diversified 

 

Regional view 

• Increase exposure to Emerging Markets 

• Reduce exposure to banks in Developed Markets  

 

Sector comments 

• Remain underweight Technology 

• EM driven industries 

 

Volatility vs low interest rates 

• Increase in i/r – invest in businesses that benefit from volatility e.g. derivative exchanges 

• Low and steady i/r - emerging markets benefit 
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ACTIVE MANAGEMENT 
Industry exposure 
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Source: Pengana as at 28 June 2019



PERFORMANCE 

Make money 

Avoid losses 

Minimise volatility  
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Source: Pengana and MSCI 

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 2015. 
3. Annualised standard deviation since inception. 
4. Using daily returns 

LONG-TERM PERFORMANCE WITH A LOWER VOLATILITY 
AS AT 30 JUNE 2019 
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PERFORMANCE SINCE INCEPTION1 

PIF Benchmark

  1 mth 3 mth 1 yr 
3 yrs 

p.a. 

Since Inception 

p.a.2 

Fund1 4.7% 4.6% 8.4% 12.5% 9.7% 

Benchmark 5.2% 4.9% 11.3% 13.9% 10.1% 

Metric Fund Benchmark 

Down market capture since 

inception 
68.6% 100% 

Volatility3 

since inception 9.4% 10.3% 

Beta4 

since inception 0.8 1.0 

Maximum drawdown -9.4% -10.3% 



PERFORMANCE1,2 
Saving money when it counts 
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-3.7% 

-2.9% 
-2.6% -2.5% -2.3% -2.3% -2.3% 

24-Jun-16 05-Feb-18 21-Aug-15 10-Oct-18 24-Oct-18 11-Oct-18 18-Sep-15

MSCI PIF

1. Net performance f igures 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 2015.

Source: Pengana and M SCI as at 31 M ay 2019

Brexit 

Largest 

single-d

ay drop 

in DOW 

Chinese 

‘factory 

slowdown’ 

fears 

Slowing global 

economic 

expansion and 

corporate 

earnings 

Slowing global 

economic 

expansion and 

corporate 

earnings 

Slowing global 

economic 

expansion and 

corporate 

earnings 

US – China 

trade woes 



PORTFOLIO CONSTRUCTION 
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Portfolio segment Weight FCF yield Rev CAGR 
(1) EV/EBITDA (1) PE - 

1yr+ 
Gearing (1) Stocks 

Core 62 4.9 6.2 12.49 24.3 1.0 24 

Cyclical 11 6.3 3.7 8.24 19.4 0.5 5 

Opportunistic 18 3.6 18.1 11.79 25.0 0.1 9 

Invested portion 90.8 4.9 6.8 9.7 23.8 0.6 38 

Cash 9.2 

Options 0 

Total portfolio 100 

(1) Excluding financials 

Fund snapshot  

Source: Pengana as at 30 June 2019 



KEY FUND FEATURES 
PENGANA INTERNATIONAL FUND 
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Identifier code(s) Class B: ARSN 610 351 641, APIR PCL0026AU 

Class E: Pending APIR code (expected to be available for investment on 

1 August 2019) 

Inception date 1 July 2015 

Investment return objective The Fund’s investment objective is to deliver returns that are greater than the 

MSCI All Country World Total Return Index (net, AUD) with lower volatility than the Index, over the medium to long 

term. 

Benchmark MSCI All Country World Total Return Index (net) in $A 

Recommended investment time 

frame 

Minimum 3 years 

Minimum investment $25,000 

Management fee(s) Class B: 0.95% p.a. (ex. GST) management fee  

Class E: 0.65% p.a. management fee  + 15% outperformance of benchmark (ex. GST) 

Buy/sell spread 0.30% on both applications and withdrawals 

Distribution frequency Annual 

Target asset allocation Equities 80-100%, Cash 0-20% 

Typical number of stocks 30-50 



PLATFORM AVAILABILITY & RESEARCH RATINGS 
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PLATFORMS 

• Ausmaq 

• Asgard 

• BT Wrap 

• CFS FirstWrap 

• FNZ 

• Linear 

 
RATINGS 

• MLC Wrap 

• Macquarie Wrap 

• Mason Stevens 

• Netwealth 

• Powerwrap 



FEE CLASS OPTIONS 
(ex. GST) 

23 * Outperformance of the Fund’s benchmark: MSCI All Country World Total Return Index (net) in $A 

CLASS B E 

Minimum investment $25,000 $25,000 

Base fee 0.95% p.a. 0.65% p.a. 

Outperformance fee* 0% 15% 



FOR MORE  
INFORMATION 

T: +61 2 8524 9966 

M: +61 490 115 551 

PENGANA CAPITAL GROUP 

ABN 43 059 300 426 

AFSL 226566 

Level 12, 167 Macquarie Street, 
Sydney, NSW 2000 

T: +61 2 8524 9900 

F: +61 2 8524 9901 

PENGANA.COM 

BRETT GUERIN 

T: +61 2 8524 9900 

E: clientservice@pengana.com 

CLIENT SERVICE 

E: brett.guerin@pengana.com 

T: +61 2 8524 9937 

M: +61 422 929 081 

ROBERT COATES 

E: robert.coates@pengana.com 

M: +61 422 610 660 

E: ryan.crewe@pengana.com 

RYAN CREWE 


