
MANAGER UPDATE: 

 

January has been a negative month for Tau mostly due to the write down of the value of the Fund’s position 

in the Oxus Gold Convertible Loan Notes, which had a negative impact of 2.2%. An independent valuation 

agent provided a report to the Directors, recommending that these notes would best be priced at the 

equivalent full equity conversion value. The Board now intends to revalue this holding each month based on 

the movement of the price of the Oxus ordinary shares. As the listed equities portfolio is steadily reduced, 

market risk is more and more subdued and hence performance will be driven by ever fewer specific 

investments. 

 

MARKET OUTLOOK: 

 

Regardless of our short term views, we believe a clear secular trend is developing, i.e. a re-pricing of 

Central Asian assets vis. a vis. other frontier and global markets. The region is trading on the cheaper end 

of the spectrum and slow yet palpable global “normalisation” should result in a reduction in tail risk and 

ultimately in a friendlier economic environment. Some people point to the “great rotation” as the end of the 

bull market in bonds. This should be supportive of equities valuations although this will likely be at a cost 

e.g. higher interest rates. Whereas we agree with this theory, in general we believe that timing is very 

uncertain and therefore we are avoiding this call as of yet.  

It seems that central banks have been successful in so far keeping the system together through asset 

reflation a.k.a. financial repression. It looks like this battle is being won so far, but we are curious to know 

whether they can ultimately win the war. For those of you who are interested, Japan seems to be on the 

forefront of new and very unorthodox monetary policy after 20 years of deflation. 
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LISTED EQUITY:  

 

In the current phase of the Tau divestment, it is important to 

manage information flows as to trades being executed and 

positions being exited due to the nature of the underlying 

equity markets. Therefore in line with the previous guidance 

we will not be providing detailed commentary on the listed 

equity portfolio. We are however able to report that the 

process of liquidating this portfolio is now well advanced and 

that a significant number of the more illiquid positions have 

been sold.  

 

As at 31st January, the fund held only 6 quoted investments in addition to the Oxus Gold CLN, which is 

unlisted.  

 

 

PRIVATE EQUITY:  

 

Stopharm: 

A second potential investor has signed a non-disclosure agreement and will begin due diligence to 

determine the value of their offer to purchase the majority interest of Stopharm, which is currently held by 

local investors. Tau will continue to hold 40.35% and its equity holding will not be affected by the sale if it is 

completed. 

 

Lucent Petroleum: 

Negotiations for a farm-in agreement are proceeding, along with interpretation of the Company's most 

recent seismic data.  Although cash balances are being depleted by current expenditures, the January 

expenditures of approximately $426,000 were less than budgeted, leaving a cash balance of US$11.87 

million.  

 

CORPORATE ACTIONS: 

 

On 23rd January, the Directors announced an intention to return up to US$33 million in cash to 

shareholders via a tender offer. On 20th February they announced that 63,082,437 shares would be bought 

back at US$0.520573 per share returning US$32.839 million to those shareholders who tendered their 

shares. 94.36% of the Company’s shares were tendered in this exercise and the tender price was a 0.50% 

discount to the NAV as at 31st January 2013. 
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Important information  

The content of this report has been issued for information purposes only. It does not constitute an offer or solicitation to any person in any jurisdiction to purchase or sell any investment or any securities in the Fund. 

No information in this document should be construed as providing financial, investment or other professional advice. The information and opinions in this document are subject to change without notice. The 

information in this document is for the sole use of the intended recipients and may not be copied, published or otherwise distributed. The Company makes no guarantee, representation or warranty and accepts no 

responsibility or liability as to its accuracy and completeness.  

Investment Risks  

Investment in the Fund carries substantial risks and persons considering investing in the Fund should read the risk disclosures in the admission document dated 3 May 2007. Investment results may vary substantially 

over time and there can be no assurance that the investment objectives of the Fund will be achieved. Investments in the Fund and the contents of this report are intended for experienced investors who are able to 

understand and accept the risks involved. The Fund is not intended to provide a complete investment program for any investor. The value of all investments and the income derived therefore can decrease as well as 

increase. This may be due, in part, to exchange rate fluctuations in investments that have an exposure to currencies other than the base currency of the Fund. Past performance is no guide to or guarantee of future 

performance. The value of commodity and derivative investments such as options and futures can be extremely volatile. The Fund may invest in higher risk securities of distressed companies, illiquid securities and 

non - publicly traded securities.  

Copyright and other rights  

Except where explicitly stated the copyright, trademarks and all similar rights of this report and the contents, including all information, graphics, code, text and design, are owned by the respective parties mentioned 

throughout this document where applicable.  
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INFORMATION AND CONTACT DETAILS: 

Tau Jan. Feb. Mar. Apr. May June July Aug. Sept Oct. Nov. Dec. Year

2007 -3.39% -3.25% -2.41% 2.60% 6.09% -5.15% 2.45% -3.5%

2008 3.12% 2.37% -4.04% -4.06% 2.58% -1.96% -8.52% -7.46% -13.17% -18.64% -2.91% 0.20% -43.1%

2009 0.86% -2.31% -0.07% 5.02% 2.43% -1.57% 0.21% -0.38% 3.38% 4.39% 10.21% -0.15% 23.6%

2010 0.49% -0.35% 2.18% -2.78% -8.63% -0.60% 1.57% -0.31% 5.01% 4.21% 4.07% 6.44% 10.9%

2011 5.79% 1.06% -7.81% -0.16% -3.46% -3.49% 2.22% -8.73% -6.35% 6.80% -1.78% -4.00% -19.3%

2012 5.56% 6.29% -3.54% -4.68% -9.01% -0.39% -1.82% 1.36% 3.95% -1.64% -3.03% -3.59% -11.0%

2013 -3.10% -3.1%


