
 DESCRIPTION

The Pengana Alpha Israel Fund invests in listed Israeli companies that produce cutting edge – both high and low tech – technologies. These Israeli listed companies have developed solid intellectual
property coupled with strong global distribution.

The Fund offers Australian investors diversification within global equity exposure to a unique and promising market that is very much skewed to industries and technologies that are either limited, or
do not exist, in the Australian market place, such as: the semiconductor industry, solar and water treatment technology, aerospace and electronic defence industries, and cyber security technologies.

 STATISTICAL DATA VOLATILITY3 11.1% NUMBER OF STOCKS 34 BETA4 0.54 MAXIMUM DRAW DOWN -13.6%

 PERFORMANCE TABLE NET PERFORMANCE FOR PERIODS ENDING 30 Sep 20211

Alpha Israel Fund Class A (AUD)

1 MTH 1 YEAR 2 YEARS P.A. 3 YEARS P.A. SINCE INCEPTION P.A.

Alpha Israel Fund Class A 2.5% 8.4% 6.6% 9.7% 8.8%

Tel Aviv Stock Exchange 125 Index 2.3% 38.2% 10.1% 7.8% 8.6%

Tel Aviv Stock Exchange Small And Medium Cap 60 Index 4.2% 42.9% 19.8% 7.6% 4.1%

Alpha Israel Fund Class B (USD)

1 MTH 1 YEAR 2 YEARS P.A. 3 YEARS P.A. SINCE INCEPTION P.A.

Alpha Israel Fund Class B 2.4% 9.8% 9.4% 11.2% 9.9%

Tel Aviv Stock Exchange 125 Index 2.3% 38.2% 10.1% 7.8% 8.6%

Tel Aviv Stock Exchange Small And Medium Cap 60 Index 4.2% 42.9% 19.8% 7.6% 4.1%

 PERFORMANCE CHART NET PERFORMANCE SINCE INCEPTION2
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 TOP HOLDINGS (ALPHABETICALLY)

Airport City Ltd
Diversified Real Estate

Activities

Ilex Medical Health Care Distributors

Migdal Insurance &
Financial

Multi-line Insurance

Priortech Ltd Electronic Components

Telsys Technology Distributors

SECTOR BREAKDOWN

Consumer Discretionary 2.5%

Financials 19.7%

Health Care 13.3%

Industrials 8.3%

Information Technology 20.5%

Real Estate 15.2%

Utilities 3.9%

Energy 1.3%

Other 2.6%

Options 1.9%

Cash 10.8%

CAPITALISATION BREAKDOWN

Under 100m USD 13.9%

In between 100 - 1bn USD 38.8%

In between 1bn - 5bn USD 24.4%

Above 5bn USD 10.3%

Derivatives 1.9%

Cash 10.8%
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A STRONG MONTH FOR PRIORTECH AND ILEX MEDICAL

COMMENTARY

The Fund rose 2.5% (in AUD) and 2.4% (in USD) in the month of September. By comparison, the Tel Aviv Stock
Exchange 125 Index and the Tel Aviv Stock Exchange Small And Medium Cap 60 Index rose 2.3% and 4.2%
respectively. This strong performance was in the face of falling global equity markets that struggled due to rising
inflationary concerns, the likelihood of higher interest rates, and the implications for economic growth.

The upward trends in the Banking and Real Estate sectors continued during September, creating a headwind for the
Fund’s relative performance. Pleasingly however the Fund’s two biggest positions, PriortechPriortech and Ilex MedicalIlex Medical, both
performed well and contributed significantly. Both of these companies have been discussed in detail in prior
monthly newsletters.

Priortech, a semiconductor developer and manufacturer, rose 12% during the month. Semiconductors are becoming
something of a national resource, with the US and China intent on being self-sufficient and supporting their
domestic industries accordingly. Europe is in a weaker position in this regard and is reliant on other countries’
manufacturing and supply.

In last month’s newsletter we wrote about Altshuler Shaham and our views on its acquisition of the provident funds
business of its biggest competitor Psagot. The outcome was reflected in the company’s results for the first time on
the last day of August and the figures were very much in line with our more bullish expectations. The stock
responded accordingly.

We recently increased our exposure in Canon, another company we have written about in previous reports. Canon
is a holding company with 60% of its value coming from its ownership of ZIM Integrated Shipping Services, a
leading carrier in the global shipping container industry. ZIM has been a beneficiary of rising global freight prices
and we expect it to distribute a significant share of its increased profits by way of a dividend over the coming year,
which we, in turn, expect Canon to distribute to its shareholders. Canon is trading at a meaningful discount
currently and we expect this to narrow as a result.

STOCK IN FOCUSSTOCK IN FOCUS

This month we will discuss NICENICE Systems, a leading provider of both Cloud and on-premise enterprise software
solutions. It is another example of a technology stock that we have confidence in but that has contributed to the
Fund’s underperformance year to date.

NICE’s products and services empower organizations to make smarter decisions based on advanced analytics of



structured and unstructured data. NICE helps organizations of all sizes deliver better customer service, ensure
compliance, combat fraud and safeguard citizens. Over 25,000 organizations in more than 150 countries, including
over 85 of the Fortune 100 companies, are using NICE solutions.

The company recently released its second quarter results with revenues of US$456 million, a growth of 16% year-
over-year, including Cloud revenues of $243 million, a growth of 32% year-over-year. The company also raised its full
year 2021 guidance with total revenues expected to be in the range of $1,835 million to $1,855 million, higher than
the previous guidance of $1,800 million to $1,820 million.

The potential we see in NICE is twofold:

• Transfer to the Cloud: many companies are in the process of changing from on-premise to Cloud IT
infrastructure and services. This is a space in which NICE can take consistent market share from legacy
players, with the broader market missing the opportunity due to erosion of older activities and incorrect
pricing of Cloud activity.

• Digital: the company is investing in its digital products, aimed at businesses improving customer service
calls. Digital transformation is still in the very early stages, but we believe that NICE has the ability to
achieve the same outstanding success in Digital as they have in Cloud.

We expect the company to continue to beat revenue forecasts, accelerate growth in cloud activity and moderate
the erosion of on-premise activity. The current market capitalization is $17.7 billion with the company trading at 10
times on sales and 22 times on EBITDA. This market is at its beginning and is expected to grow significantly. The
company constitutes a one-stop shop relative to competitors with its most valuable asset, the data collected over
two decades, providing a significant competitive advantage.

MACRO DEVELOPMENTSMACRO DEVELOPMENTS

The OECD forecasts have recently been updated with Israel expected to be the fastest growing economy among
the 37 developed countries in 2021. As we discussed in previous reports, Israel’s economy has remained resilient in
the face of the COVID-19 epidemic because of its prevalence of high-tech industries. The Israeli economy has now
grown by 109% since the beginning of the 21st century, compared with the average OECD economic growth of
41%.



 FEATURES

APIR CODE
PCL6469AU (USD Class) CTS0045AU (AUD
Class)

REDEMPTION PRICE A$ 1.2781

FEES *

Management Fee: 1.50% p.a. paid monthly
in arrears
Performance Fee: 20% above the Hurdle
with a high water mark, paid semi-annually
in arrears

MINIMUM INITIAL INVESTMENT $250,000

STRATEGY INCEPTION DATE 1 January 2018

BENCHMARK

The goal of the Fund is to achieve long
term capital growth by investing In Israeli
and Israeli related companies, generating
returns that consistently outperform the
relevant benchmarks. Returns are not
guaranteed.

 FUND MANAGERS

Gabi Dishi
Founder & CEO

Michael Weiss
Founder & Managing Partner

Aviran Revivo
Managing Partner

Sagi Ben Yosef
Managing Partner

1.Net performance figures are shown after all fees and expenses, and assume reinvestment of distributions. Performance figures are calculated using net asset values after all fees and expenses, and

assume reinvestment of distributions. Index returns shown are in ILS (Israeli Shekel). No allowance has been made for buy/sell spreads. Past performance is not a reliable indicator of future performance,

the value of investments can go up and down.

2. Inception 1st January 2018.

3. Annualised Standard Deviation since inception

4. Relative to Tel Aviv Stock Exchange 125 Index

Please note: This fund is only open to Wholesale Investors.

PENGANA ALPHA ISRAEL FUND

PENGANA CAPITAL LIMITED

ABN 30 103 800 568

AFSL 226566

CLIENT SERVICE

T: +61 2 8524 9900

F: +61 2 8524 9901

E: clientservice@pengana.com

PENGANA.COM

Pengana Capital Limited (ABN 30 103 800 568, AFSL 226566) (“Pengana”) is the issuer of units in the Pengana Alpha Israel Fund (the “Fund”). An information
memorandum for the Fund is available and can be obtained from our distribution team. A person should consider the information memorandum 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.
This information has been prepared for Wholesale Clients only. 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. Therefore, before acting on this information a person should
consider the appropriateness of the information, having regard to their objectives, financial situation and needs.
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