
 DESCRIPTION

The Fund invests principally in small and midcap listed (or soon to be listed) global equities. Its investment objective is to obtain returns greater than the MSCI All Country World Index SMID Cap
unhedged in Australian dollars (‘Index’) over rolling 3 year periods after fees. The Fund’s investment manager, Lizard Investors LLC, uses a value oriented investment approach that seeks to identify
and invest in quality businesses that create significant value but are mispriced, overlooked, or out-of-favour. The investment manager believes that unique opportunities exist due to limited available
research, corporate actions, or unfavourable investor perception.

 STATISTICAL DATA VOLATILITY3 13.2% NUMBER OF STOCKS 37 BETA4 0.74 MAXIMUM DRAW DOWN -29.1%

 PERFORMANCE TABLE NET PERFORMANCE FOR PERIODS ENDING 30 Sep 20221

1 MTH 1 YEAR 2 YEARS P.A. 3 YEARS P.A. 5 YEARS P.A. SINCE INCEPTION P.A.

Global Small Companies Fund -6.9% -26.4% -1.7% 1.1% 2.0% 4.9%

MSCI All Country World SMID Cap Index unhedged in AUD -4.4% -15.1% 7.1% 4.0% 6.5% 6.6%

 PERFORMANCE CHART NET PERFORMANCE SINCE INCEPTION2
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 TOP HOLDINGS (ALPHABETICALLY)

Concentrix Corp Information Technology

Irish Continental Group PLC Industrials

Majorel Group Luxembourg SA Information Technology

PRA Group Financials

Sendas Distribuidora SA Consumer Staples
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CAPITALISATION BREAKDOWN

Under 2bn USD 52.4%

In between 2bn - 5bn USD 24.3%

Above 5bn USD 9.1%

Cash 14.2%

REGION BREAKDOWN

Europe ex UK 26%

North America 18.2%

Asia ex Japan 11.7%

Japan 7.6%

UK 11.8%

Middle East / Africa 1.4%

Latin America 9.3%

Cash 14.2%
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3 NEW STOCKS ENTER THE PORTFOLIO

COMMENTARY

• Global equity markets fell in September as central banks continued to increase interest rates to bring rising
inflation back under control

• The Fund continues to invest in innovative companies that demonstrate the ability to deliver sustainable
earnings growth

• The Fund returned -6.9% in September, while the MSCI All Country World SMID Index returned -4.4% in
Australian dollars

Global equity markets are now clearly experiencing a bear market, despite a brief rally early in September. US
August consumer price inflation increased faster than expected to 8.3%, while September Eurozone inflation rose
by 10.0%. Global central banks will need to continue raising interest rates to bring inflation back under their
targets. Currency markets remained volatile, with the US dollar reaching multi-decade highs.

The US Federal Reserve increased interest rates by a further 0.75% in September and published a more pessimistic
market outlook for 2023. It now expects slower economic growth and higher unemployment, but lower core
inflation. Consumer spending remains reasonably stable, but construction and housing data weakened.

Eurozone retail sales, industrial new orders and purchasing managers’ data all indicated a deteriorating economic
outlook. In contrast, most management teams with whom the Fund met have not yet seen any significant fall in
demand.

The Fund expects earnings in Europe, as well as globally, to be impacted by the economic slowdown, which is
expected during the northern hemisphere winter. While an early end to the Ukraine conflict would be positive for
market sentiment in Europe, this is not expected in the near term.

The announcement of unfunded tax cuts and increased spending by new UK Prime Minister Liz Truss led to a steep
rise in UK Government bond yields and a large fall in the value of sterling.

The Bank of Japan kept interest rates low, despite inflation exceeding 3%. This may potentially support a Japanese
export boom, but could eventually bring even higher inflation.

There are no signs of changes being made to China’s zero-Covid policy; meanwhile the housing crisis continues,
limiting the country’s economic growth potential.

The continuing bear market in smaller company equities is creating opportunities for the Fund, despite it impacting
near-term returns. The timing of an eventual market rebound is impossible to determine. It appears that the current
market weakness is a once a decade (or more) sell-off that typically creates very attractive long-term opportunities
for investors.

The Fund exited its position in SalmarSalmar, a Norwegian salmon fishing business. This followed the Norwegian
government unexpectedly announcing a bill that would increase taxes on the industry from 22% to 62%, making it
very challenging for such businesses to operate.

The Fund invested in three new stocks in September.



IntegrafinIntegrafin is a leading provider of white-label platform services to the independent financial advisor channel. The
United Kingdom undertook a large-scale pension reform beginning in 2012, that resulted in assets being moved
into defined contribution pension schemes. This new model changes how wealth is managed in the UK and the
company is well positioned to benefit from this trend.

In addition, the UK financial regulator has increased advisors’ regulatory requirements. The increasing complexity
will draw more independent advisors toward a platform-based solution such as that offered by Integrafin. These
trends have helped the company deliver sustained earnings growth.

The stock has underperformed significantly upon concerns that recent market weakness will reduce the level of
assets under management and thus fee income. This provided the opportunity for the Fund to invest in a debt free
business valued at an attractive multiple of earnings.

Gamma CommunicationsGamma Communications is a UK-based supplier of voice and data products for small and medium-sized enterprises
(SMEs). The company has established a significant market share by providing a user-friendly platform and
establishing partnerships with channel vendors. This has allowed the company to become the largest competitor in
this niche in the UK.

The company is now exporting this model to Continental Europe where there are currently few competitors.
Furthermore, the company will continue to roll-out incremental new product developments that will help drive
growth. Currently, Gamma is virtually debt free, generates significant recurring free cash flow and is valued by the
market at less than 15 times its earnings.

SoftwarSoftwareONEeONE is a Switzerland-based global business that is marketed in more than 70 countries, specializing in
selling software and cloud services to SME customers. The business is expected to deliver growth through the
business cycle, has a reasonably stable customer base, enjoys attractive margins and generates strong free cash
flow.

The company has invested heavily in the cloud services business which impacted overall margins and led to negative
investor sentiment. The new Chief Financial Officer is expected to enhance the company’s financial credibility and
the business is expected to accelerate longer-term earnings growth and free cash flow generation.

https://pengana.com/webinar-series/?fund=GSC
https://pengana.com/webinar-series/?fund=GSC


 FEATURES

APIR CODE PCL0022AU

REDEMPTION PRICE A$ 1.2379

FEES *
Management Fee: 1.1%
Performance Fee: 20.5%

MINIMUM INITIAL INVESTMENT A$10,000

FUM AT MONTH END A$ 130.54m

STRATEGY INCEPTION DATE 1 April 2015

BENCHMARK
MSCI All Country World SMID Cap Index
unhedged in AUD

 FUND MANAGERS

Jon Moog
CIO and Portfolio Manager

David Li
Head of Research and Portfolio Manager

1. Net performance figures are shown after all fees and expenses, and assume reinvestment of distributions. 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 April 2015.

3. Annualised standard deviation since inception.

4. Relative to MSCI All Country World SMID Cap index unhedged in AUD.

* For further information regarding fees please see the PDS available on our website.
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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 Ltd (ABN 30 103 800 568, Australian financial services licence number 226566) is the issuer of units in the Pengana Global Small Companies Fund
(ARSN 604 292 677) (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. An investment in the Fund is subject to investment risk including a possible delay in repayment and loss of
income and principal invested.
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