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Challenger Australian Share Fund

The Challenger Australian Share Fund transcends ‘style’ and
is designed to outperform over an entire business cycle.

The Challenger Australian Share Fund is a
‘style neutral’ portfolio of Australian companies
that we believe are either undervalued
(and will be re-rated to their true valuation)
or have above-average growth potential. 

Investment approach
Challenger is an active manager. We believe
we can add value and outperform the market
by using fundamental research to identify
companies that have been mispriced or
overlooked by the market.

Companies can be mispriced as a result
of a number of factors, including:

• incomplete knowledge about a company;

• a lag between company announcements
(e.g. revised earnings or profit) and
revaluations;

• structural factors and market trends; and

• investor sentiment (both short-term and
long-term) which can drive share prices 
away from their true value.

We look beyond these and other short-term
influences that might obscure a company’s
longer-term outlook and true fundamental
value, and identify companies that we expect
to outperform the market.

Investment style
The Challenger Australian Share Fund is a
‘style neutral’ investment. This distinguishes
it from managers with pronounced investment
styles – like ‘growth’ managers or ‘value’
managers – that tend to outperform and
underperform the market at different points
in the market cycle. We have seen this in
past years when, after long periods of
underperformance by ‘value’ managers,
changes in market dynamics began to favour
‘value’ investing again and ‘growth’ managers
started to struggle. 

But it’s difficult for any investor to accurately
predict exactly when these style swings will
occur. A ‘style neutral’ approach is designed
to reduce the ‘style-specific risk’ extremes 
and moderate the cyclical swings experienced
by markets. 

Style neutrality is important because it means
the Fund can form the core of an investor’s
Australian shares portfolio and may outperform
over the entire business cycle.

An experienced investment team 
With a culture that encourages individual
thought and opinion, Challenger’s Australian
equities team is a ‘centre of excellence’ in share
market research and analysis. 

Comprising some of Australia’s leading share
analysts and headed by Peter Greentree,
considered one of Australia’s foremost share
market investors, Challenger is well placed
to offer a comprehensive range of Australian
equity products to suit all types of investors. 
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Challenger Australian Share Fund

The benefits of a style neutral investment approach

Investment universe –
1,300+ companies
The Fund’s investment universe
is all companies listed on the
Australian Stock Exchange, plus
companies that we expect to list
within the next three months.
We use a wide variety of
information from sources
including in-house research,
stockbroker analysis and media
reports to narrow down the
range of investment
opportunities.
We also continually monitor the
macro-economic climate to
identify emerging global and
domestic trends that might
impact the market and/or 
create opportunities.

1. Idea generation – 
300 companies
At this stage, we do a
quantitative analysis – using
‘growth’ and ‘value’ measures –
on about 300 companies to
identify companies that are
likely to outperform.
We also visit many of 
these companies ourselves 
to verify the accuracy and
completeness of information
that is publicly available.

2. Fundamental analysis –
150 companies
Companies that pass the first
stage are then subject to far
more rigorous quantitative
and qualitative analysis to
confirm the main drivers of 
the company’s business(es) 
and its competitive advantages. 
We use discounted cashflow
and relative price-to-earnings
ratios to accurately value these
companies. We also assess
these companies based on
qualitative factors such as
industry structure, business cycle
position, management quality
and competitive position. 
The quantitative and qualitative
ratings are combined and each
company is then given a rating
out of 5.

3. Portfolio construction –
25-45 companies
The highest rated companies –
that is, the companies that 
we believe are most likely 
to outperform the market – 
are included in the portfolio,
subject to certain portfolio
construction rules. 
The aim is to build a 
portfolio that is diversified
across a range of companies 
in different industries and
sectors that will meet the 
Fund’s investment objectives 
in a risk-controlled way.

Investment process

Idea
generation

300 stocks

Investment
universe

Fundamental
analysis

150 stocks

Portfolio
construction

25-45 stocks

Value managers typically search for ‘bargain-priced’ companies.
They buy shares when they are undervalued and sell them when
they become overpriced.

The Challenger Australian Share Fund is ‘style neutral’. We look
across the entire market for companies that we believe will
outperform, and we take into account growth and value factors
when assessing companies. And unlike growth and value styles
that tend to underperform at points in the market cycle, a style
neutral fund can sustain outperformance through the entire
market cycle.

Growth managers typically focus on companies whose sales
or earnings are expected to grow faster than the average for
the market.

Value Growth
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Challenger Financial Services Group

Level 15
255 Pitt Street
Sydney NSW 2000
Telephone  13 35 66
Facsimile  02 9994 7777  

6752/CG425/0208

Challenger Australian Share Fund
Portfolio construction and management summary

Market segment Australian shares and securities
Universe All ASX-listed companies and other

ASX-listed securities and those we
expect will list within six months

Benchmark S&P/ASX 300 Accumulation Index
Style Style neutral
Stock selection criteria Investment decisions are based on 

qualitative factors and quantitative
valuation measures using fundamental
research

Number of stocks 25-45
Portfolio turnover Approximately 50% p.a.
Investment timeframe At least five years

Planner contact details

Any information contained in this publication is current as at 20 February 2008 and is provided by
Challenger Managed Investments Limited ABN 94 002 835 592 AFSL 234668, the issuer of the Challenger
Australian Share Fund. It should be regarded as general information only rather than advice. It has been
prepared without taking account of any person’s objectives, financial situation or needs. Because of that,
each person should, before acting on any such information, consider its appropriateness, having regard to
their objectives, financial situation and needs. Each person should obtain a Product Disclosure Statement
(PDS) relating to the product and consider that Statement before making any decision about the product.
A copy of the PDS can be obtained from your financial planner, our Investor Services Team on 13 35 66, or
on our website: www.challenger.com.au.

If you acquire or hold one of our products, we will receive fees and other benefits, which are disclosed in
the PDS for the product. We and our employees do not receive any specific remuneration for any advice
provided to you. However, financial advisers (including some Challenger group companies) may receive fees
or commissions if they provide advice to you or arrange for you to invest with us. Some or all of Challenger
group companies and their directors may benefit from fees, commissions and other benefits received by
another group company.

To find out more about how investing in the Challenger Australian
Share Fund can add value to your portfolio, contact your financial
planner, visit our website www.challenger.com.au or call the
Challenger Investor Services team on 13 35 66.
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