
MANAGER UPDATE: 
 
As of 21st September, Sturgeon Capital and CapitalGate Securities became the investment managers for 
Tau. Sturgeon Capital has responsibility for the listed equities portfolio and the Oxus Gold convertible bond 
while CapitalGate became the investment advisor for the disposal of Tau’s private equity investments: 
Stopharm and Lucent Petroleum.  
As per the liquidation mandate, it has been decided to cease to provide information regarding specific 
quoted equity sales and outstanding positions. We trust this to be in the interest of all shareholders during 
this divestment phase. CapitalGate will continue in line with previous practice: quarterly updates with limited 
release of information in an effort to continue to protect and build value in the private equity investments.  
 
CORPORATE ACTIONS: 
 
During September, the Board announced a tender offer as a means of returning approximately US$28.2m 
of cash in the fund that arose from the sale of Alem Communications and a few quoted equity positions. Up 
to 48,182,004 shares in TAU are to be bought from shareholders at a price amounting to 99% of the NAV of 
the fund on 30th September. The record date for the tender was 11th October and tender payments are 
expected to be despatched to tendering shareholders on or around 12th November. No shares were bought 
back in the market by the company in the month of September. 
 
MARKET COMMENTS: 
 
The Fund generated a positive return of +3.95% in September on the back of a slight increase in risk 
appetite by equity investors as monetary authorities announced new easing measures. In comparison,  the 
MSCI World index was up 2.5% over the same period. 
 
We believe that developments in Europe and the US were generally positive. The ECB announced a 
number of details regarding an assistance mechanism for troubled sovereigns. Although Europe is still far  
from being “fixed”, it is nevertheless encouraging that there appears to be some political consensus on the 
actions proposed. In the US, the Federal Reserve has announced a new round of QE, this time ad 
infinitum.  
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Whilst we believe that the effectiveness of such policies in a deleveraging environment is limited, this 
should provide a  positive boost in terms of the pricing of some key commodities.  
 
In China, where the latest macro numbers were for the most part disappointing, we note that the Shanghai 
index ended the month marginally positive after ending a long negative streak. The index posted negative 
returns in 2010 and 2011 and is negative year-to-date despite high GDP growth in China. It is yet to be 
seen if the stimulus program and a political transition will lead to a complete reversal of this negative trend.  
 
The changes in Government in Kazakhstan seem to indicate that the President will continue with his past 

policies, but wants to open up opportunities for a greater number of investors both domestic and 

international over the near to medium term.  We view this as positive as the presidency of Nazarbayev has 

been one of political stability which has generally proven to be beneficial for foreign investors. In 

Kyrgyzstan, the President has opposed the nationalisation of some key mining assets (notably Kumtor, 

Centerra’s main gold mine) despite domestic pressure to do so.  

 
In general, we believe that the discrepancy between valuations of risky and safe assets is extreme. For 
instance: Danish yields turn negative on one side whilst Central Asian equities trade at low single digits 
multiples on the other. Liquidity is abundant but is being kept on a “tight leash” and invested in Treasuries, 
Bunds and to a certain extent, Gold. What will it take to release it? 
 
LISTED EQUITY:  
 
Oil and Gas: 
Crude Oil is proving resilient with Brent trading above US$105 
per barrel as supply constraints and tensions in the Middle 
East have remained present. On a company specific level, 
Dragon Oil and Zhaikmunai, due to their particularly 
favourable tax treatment, both offer attractive exposure to 
high oil prices. Zhaikmunai is more operationally leveraged, while Dragon Oil has a substantial cash 
reserve. We estimate that valuations for both are substantially lower than their peer group both on earnings 
and reserve multiples. A couple of weeks ago, we visited Zhaikmunai facilities in North Western 
Kazakhstan. We believe that the company’s production guidance, though ambitious, is feasible. In addition 
we expect more activity on the investor relations side, as the company aims to be listed on the main board 
in London in the near future. 
 
Mining:   
Tau is exposed to a number of interesting mining companies. Uranium One is a uranium producer with 
assets in Kazakhstan which is amongst the lowest cash cost uranium mine operation in the world. 
Turquoise Hill (formerly Ivanhoe Mines) is an international mining company with 2 key assets in Mongolia 
(Coal and Copper/Gold) in addition to projects in Kazakhstan, South East Asia and Australia. 
ENRC and Kazakhmys are two leading Kazakh mining companies. ENRC’s international assets (mostly 
located across sub-Saharan Africa and in Brazil) are due to be restructured, possibly through a spin off or a 
sale.  
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This could lead to a significant re-rating of not only ENRC, but 
also of Kazakhmys (due to its 25% shareholding in ENRC). 
Within mining we are specifically and closely following 
developments in the gold sector. We note that the continuation 
of an extremely loose monetary policy around the world, 
coupled with high levels of uncertainty should continue to be 
supportive of gold prices. We note that Polymetal’s H1 2012 
production levels bring the company’s 2012 full year target 
easily within reach, while the company plans to grow 
production by over 30% in the next three years. For Centerra 
Gold, after production was halted in Kyrgyzstan for 

maintenance, we also expect a significant rise in production (and consequently a positive rise in investor 
sentiment).  
 
Banking:  
The Fund currently holds one major position in this sector: Halyk Bank. We view Halyk as providing cheap 
exposure to the resurgence of banking activity in Kazakhstan and in particular to the encouraging rise in 
real estate prices in major cities. The current valuation is low from both a price-to-book and earnings 
multiple perspective and maintains a very solid position in terms of branding and liquidity/asset ratios.  
 
Conclusion:  
Overall we believe the portfolio should capture substantial upside should inflation expectations globally 
increase and/or China improves its growth outlook and/or a credible plan for Europe emerges. In short, a 
slight increase in risk appetite and investor confidence should prove very beneficial to beaten down Central 
Asian companies which enjoy strong fundamentals and valuations that are extremely undemanding.  
 
PRIVATE EQUITY:  

Investment Review: 
Stopharm is set to post record gains in revenues and earnings before interest, tax, depreciation and 
amortization (EBITDA) for fiscal year 2012. We are working closely to assist the company to maintain its 
momentum and to implement its efficiency improvement programs.  
 
Lucent Petroleum’s seismic data is nearly processed, and interpretation shall begin in parallel with 
negotiations with potential ‘farm in’ partners. We are actively participating at the board level and will be 
monitoring progress in negotiations carefully.  
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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% -3.3%

Important Notice 

 

The contents of this document have been prepared by Tau Capital plc (the “Fund”) and issued for information purposes only. This 
document does not constitute an offer or solicitation to any person in any jurisdiction to purchase or sell any investment or any shares 
in the Fund. No information in this document should be construed as providing financial, investment or other professional advice. The 
information in this document is for the sole use of the intended recipients and may not be copied, published or otherwise distributed. 

 

Tau Capital plc is a mutual fund incorporated in the Isle of Man and listed on the AIM market operated by the London Stock Exchange 
plc. The information below is for general guidance only and further information is available from the Fund’s website 
(www.taucapitalplc.com). The taxation implications of investing in the Fund will depend on individual financial circumstances and the 
investor’s country of residence. Any potential investor should seek the advice of their tax adviser prior to making any investment into 
the Fund.  

 - SEE NEXT PAGE FORM IMPORTANT INFORMATION - 



United Kingdom: The Fund is not a recognised collective investment scheme for the purposes of the UK Financial Services and Mar-
kets Act 2000 (“FSMA”). The promotion of the Fund is accordingly restricted by law. When viewing this document you confirm that you 
are a person who is either authorised under FSMA or who falls within the eligible categories of permitted investors to whom the Fund 
may be promoted by an authorised person by virtue of Section 238(5) of FSMA and Annex 5 to Chapter 3 of the Financial Services 
Authority’s Conduct of Business Sourcebook (“Annex 5”). Many of the protections provided by the United Kingdom’s regulatory regime 
will not apply to investors in the Fund, including access to the UK Financial Ombudsman Service and the UK Financial Services Com-
pensation Scheme. 

 

United States: The shares of the Fund (the “Shares”) have not been and will not be registered under the Securities Act 1933 of the 
United States (as amended) (the “1933 Act”), or the securities laws of any of the states of the United States. The Shares may not be 
offered, sold or delivered directly or indirectly in the United States or to or for the account or benefit of any "US Person" as defined in 
Regulation S under the 1933 Act except pursuant to an exemption from, or in a transaction not subject to, the registration require-
ments of the 1933 Act and any applicable State laws. The Fund has not been and will not be registered under the United States In-
vestment Company Act of 1940 (as amended) (the “1940 Act”). There has not been and will not be any public offering of the Shares in 
the United States. If this document is distributed to any Us Person, such person should disregard the material and return it to the 
sender.   

 

Other: The distribution of this document in certain jurisdictions may be restricted by law and persons into whose possession this docu-
ment comes should inform themselves about, and observe, any such restrictions.  

 

Investment Risks 

Investment in the Fund carries substantial risks and persons considering investing in the Fund should read the risk disclosures in the 
Fund’s admission document dated 3 May 2007 (which is available from the Fund’s website). Investment results may vary substantially 
over time and there can be no assurance that the investment objectives of the Fund will be achieved. The Fund is intended for experi-
enced investors who are able to understand and accept the risks involved. The Fund is not intended to provide a complete investment 
programme 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. Any investor in the fund should be prepared to face substantial losses in such an invest-
ment and only invest after consideration of such risk.  

 

Fees 

The Fund carries with it management and performance fees and investors should refer to the Fund’s website for further information in 
respect of fees charged by Sturgeon Capital Ltd (“Sturgeon”) and Capital Gate Securities Limited (“Capital Gate”), the investment 
manager and advisor respectively appointed by the Fund to manage and advise on its portfolio of investments.  

 

Limitation of Liability and Indemnity 

Although reasonable care has been taken to ensure that the facts stated in this document are accurate and that the opinions ex-
pressed are fair and reasonable, the contents of this document have not been verified by the Fund, Sturgeon or Capital Gate. Accord-
ingly, no representation or warranty, express or implied, is made as to the accuracy, adequacy, fairness or completeness of the infor-
mation, opinions and data contained herein and each of the Fund, Sturgeon and Capital Gate expressly disclaim any liability for errors 
or omissions in this information and data. Neither the Fund, Sturgeon nor Capital Gate accept any liability for any loss or damage aris-
ing out of the use or misuse of or reliance on the information provided including, without limitation, any loss of profits or any other dam-
age, direct or consequential. In accessing or using the information contained herein you agree to indemnify and hold harmless each of 
the Fund, Sturgeon and Capital Gate and their respective partners, officers and employees from and against any and all liabilities, 
claims, damages, losses or expenses, including legal fees and expenses, arising out of your access to or use of the information in this 
document, save to the extent that such losses may not be legally excluded. 

 
Copyright and Other Rights 

Except where explicitly stated the copyright, trademarks and all similar rights of this document and the contents, including all informa-
tion, graphics, code, text and design, are owned by the respective parties mentioned throughout this document where applicable. The 
contents of this document may be changed after issue at any time without notice. 


