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Polymetal contributed +0.48 ppts as the stock rose almost 11% in USD terms despite respective 
declines in the Gold and Silver spot prices of -10.5% and -15.1%. The performance was driven 
by the FTSE100 index inclusion and the company reiterating its 2012 output guidance. 

Zhaikmunai contributed +0.47 ppts as the stock price moved up 7.8% in USD terms. Last 
month’s release of positive production data and ramp up of the Gas Treatment Unit continue 
to support the stock price as more investors are starting to appreciate the company’s strong 
growth prospects. 

Kazakhtelecom contributed +0.27 ppts as the stock rose more than 14% in USD terms during 
the month as the company signed an SPA to sell its 49% stake in its mobile service arm for not 
less than US$1.52 bln to TeliaSonera. 

Centerra Gold contributed -1.56 ppts as the share price dropped more than 20% in USD terms. 
The stock moved together with the Gold price that declined -10.5% during the month. 

Ivanhoe Mines contributed -1.12 ppts as the stock declined about 18% in USD terms. The stock 
price reacted negatively after the company lost an arbitration ruling against Rio Tinto, the 
49%-stakeholder in the company. Ivanhoe’s attempt to preclude Rio from creeping over 50% 
ownership without making a mandatory offer to all minority shareholders was thus struck 
down. Subsequently, Rio officially announced that it does not plan to acquire 100% control 
over Ivanhoe Mines in the near future. 

 

 Reduced exposure to Sberbank (-1.0% of NAV) 

 Increased Kazakhmys (+0.4% of NAV) and Polymetal (+1.3% of NAV) and added exposure to 
Ivanhoe Mines (+1.7% of NAV), Centerra Gold (+1.4% of NAV) and ENRC (+1.0% of NAV) 

 Fully exited position in Caspian Energy (-0.1% of NAV) 

 Cash position decreased from 8.9% to 4.2% of NAV as of 31 December 

Most recent NAV 31-Dec-11

NAV per share (USD) 0.6065

Previous NAV (USD) 0.6318

Change MoM (%) -4.00%

YTD (%) -19.34%

Since inception (%) -39.35%

NAV (mln USD) 144.6

Number of shares outstanding (mln) 238.5

Bloomberg Ticker TAU LN

Performance summary

Best % of NAV Worst % of NAV

Performers 31-Dec-11 Performers 31-Dec-11

Polymetal 5.5% Centerra Gold 6.2%

Zhaikmunai 6.8% Ivanhoe Mines 5.5%

Kazakhtelecom 2.2% Dragon Oil 5.4%

Total 14.5% Total 17.1%

Contribution Contribution

0.27% -0.54%

1.22% -3.22%

(Current Month) (Current Month)

0.48% -1.56%

0.47% -1.12%

         

In the Central Asian Region, riots broke out in Kazakhstan’s Western oil region from what had 
previously been a peaceful labour strike/protest. The violence was quickly contained by police 
but there were a number of fatalities, martial law was declared, and a curfew was imposed. 
President Nazarbayev acted quickly to appease the protesters by announcing high-profile 
dismissals, offering some operating autonomy over certain oil production assets to those in the 
region, and guaranteeing jobs for previously fired employees. 

 

The Fund returned -4.00% in December as the 
Central Asian markets fell on declining 
commodity prices and increased local 
geopolitical tension. As a result, the regional 
benchmark RENCASIA Index (-7.52%) 
substantially underperformed global equity 
markets. Key market developments during the 
month included an improvement in several 
important aspects of the US economic 
recovery, as well as hints of further support 
from the Federal Reserve. Eurozone debt 
concerns persisted, with Italian bond yields 
rising to worrying levels and the European 
manufacturing contraction continued. Chinese 
inflation fell to 4.2% and policy easing 
continued. Commodity prices fell as the US 
dollar strengthened. 

 

Monthly Activity report – December 2011 
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After receiving approval by the Anti-Monopoly Commission of the Republic of Kazakhstan for 
conversion into equity of the remaining 16.35% interest in Stopharm LLP, Tau has converted its 
previously provided loan and now directly holds a 40.35% equity interest in Stopharm LLP. 

 
 
 
 

DEBT INVESTMENTS

Stopharm Alem Communications Lucent Petroleum Oxus Gold

Pharma distributor and

 logistics provider

Aggressively growing cable 

and Wimax provider

Oil & Gas Exploration 

company

Mining and exploration 

company 

Kazakhstan Kazakhstan Kazakhstan Uzbekistan

Private equity Private equity Private equity Convertible Bond 

Aug-10 Oct-07 Sep-10 May-08

21.5 19.5 15 2.5

21.5 21.1** 15 2.5

% of NAV as of 31-Dec-2011 14.9 14.6 10.4 1.7

2-5 5 1-2 5

Trade Sale/IPO Trade Sale/IPO IPO/Trade Sale Hold-to-maturity/Conversion

Asset Class

Inception date

Investment (US$ mln)

Value today (US$ mln)*

** Mark-up in accordance with IPEVCA guidelines post stakes acquisition by an unrelated third party

Company

Description

Country

PRIVATE EQUITY

* PE investments are carried at cost unless a valuation adjustment is required under IPEVCA guidelines and agreed upon with the auditors

Intended holding period (years)

Exit strategy

Top listed holdings % of NAV Sector P/E* EV/EBITDA*

Zhaikmunai 6.8% Oil & Gas 5.6 3.5

Centerra Gold 6.2% Precious Metals and Mining 7.5 4.9

Ivanhoe Mines 5.5% Diversified Metals and Mining N.A. N.A.

Polymetal 5.5% Precious Metals and Mining 7.5 5.4

Dragon Oil 5.4% Oil & Gas 5.6 2.1

KazMunaiGas EP 5.3% Oil & Gas 3.9 3.3

Uranium one 4.7% Uranium 11.1 5.2

Total 39.4%

*2012 Bloomberg consensus

Largest Oil & Gas producer in KZ

Canadian-based uranium producer

Manager's comment

KZ Oil & Gas condensate producer

Gold producer with major assets in Kyrgyzstan

Diversified natural resources miner with primary assets in Mongolia

Precious metals miner with major asset in Russia

Oil & Gas producer with assets in Turkmenistan

54.3%

39.8%

4.2% 1.7%

Exposure by Asset Class

Listed Equity 54.3%

Private Equity 39.8%

Cash 4.2%

Bonds 1.7%

67.4%

8.8%

6.4%

6.2%

5.4%
4.2%1.7%

Exposure by Country

Kazakhstan 67.4%

Russia 8.8%

Mongolia 6.4%

Kyrgyzstan 6.2%

Turkmenistan 5.4%

Cash 4.2%

Uzbekistan 1.7%

29.0%

16.8%

14.9%

13.5%

12.4%

5.1%

4.2%

4.1%
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Financial services 4.1%

Cash 4.2%

Uranium 5.1%

Diversified Metals and Mining 12.4%

Precious Metals and Mining 13.5%

Healthcare 14.9%

Telecommunications 16.8%

Oil & Gas 29.0%

Exposure by Sector
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Comparative 
Performance 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Stopharm is the largest pharma distributor by volume operating in Kazakhstan and is the sole 
provider of backbone pharmaceutical logistics services.  

 11M2011 Revenues increased 19.2% compared to 11M2010 reaching $164.5 mln 
 Gross Profit for 11M2011+20.6% above 11M2010, reaching $27.3 mln, Gross Profit 

margin of 16.6%, which is 0.2 ppts higher than in 11M2010  
 Sk Pharma has asked Stopharm to postpone delivery of a sizable shipment to 15th 

January, originally scheduled by 31st December. This event is going to drive lower 
than budgeted revenues for December under IFRS revenue recognition criteria, and 
higher in January than originally planned  

Alem Communications is a fast-growing triple-play Telecom services provider.  
 Sales process underway; target exit date: Q2 2012 
 Dual track process in place: trade sale to another telecom operator; IPO on an 

international stock exchange 
 In October Alem continued its positive evolution with subscribers (RGUs) increasing to 

275,813 (September 266,453), and recorded revenues of $2.58 mln, a MoM increase of 
3.3%. EBITDA margin for the month was 11.2%  

Lucent Petroleum is an Oil & Gas exploration company with assets located in the Pre-Caspian 
Basin in close proximity to major producing oilfields, including Tengiz.  

 Drilling on Lebyazhye reservoir is completed and testing is in process; results are 
expected in January; delay due to unavailability of necessary equipment  

 Drilling on South Prorva is completed, results under analysis 
 
 

Since last month, our outlook for the global equity markets has improved mildly, on balance. 
This tempered optimism is being driven by continued signs of improvement in the US economic 
recovery, despite the spectre of demand-destroying oil price gains from geopolitical 
developments associated with Iran, continued evidence of economic slowdown and volatility in 
Europe, and mixed signals from China.  

The employment situation in the US has demonstrably improved. Positive (albeit modest) 
growth in US retail sales, personal consumption, real GDP, consumer confidence, and a 
decrease in consumer credit delinquencies all bode well for domestic and global demand. 
Accommodative monetary policy persists, and the Federal Reserve’s hints of further 
quantitative easing support a more positive outlook, as does the faster expansion in the 
manufacturing sector.  

Iran’s threat to block an important oil transport seaway in response to sanctions drew a strong 
response from the US and the UK. Escalation of this situation and/or the implementation of an 
Iranian oil export ban by the EU and possibly others could lead to material oil price rises. This 
would be supportive of oil producers in Central Asia in the short-term but the negative impact 
on the global economy would then dominate.   

The well known challenges in the Eurozone continue and Italian benchmark yields over 7% show 
that the situation remains precarious, while the UK GDP growth rate has dropped to 0.5%. 
Thus, Europe remains a concern. Although Chinese disinflation continues and some easing has 
occurred, businesses continue to struggle to secure bank financing. Thus a liquidity injection 
from the PBOC is a good sign going forward. 
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Fund Background 

Tau Capital Plc is a 
closed-ended fund   
listed   on the AIM. It 
seeks to support the 
strong growth prospects 
of Kazakhstan and its 
neighboring countries 
including Kyrgyz 
Republic, Uzbekistan, 
Turkmenistan, 
Tajikistan, Russia, and 
Mongolia   through   a 
mix of public and private 
equity,       and special 
situations investments. 

 

Richard Horlick

Mathias Wikberg

David Herbada

Tau Capital Plc Registered Office  +44 1624 681 250 info@taucapitalplc.com 

Compass Asset Management Ltd Investor Relations  +7 727 356 0 356 info@cam-investment-funds.com

Administrator Ioma Group  +44 1624 681 200   info@iomagroup.co.im

Prime Broker Morgan Stanley  +44 2074 258 000 primebrokerage@morganstanley.com

Nominated Advisor and Broker Numis Securities Ltd.  +44 2076 201 000 mail@numiscorp.com

Auditor Deloitte Isle of Man  +44 1624 672 332 publicrelationsuk@deloitte.co.uk

Custodian Morgan Stanley

HSBC Kazakhstan JSC

 +44 2074 258 000

 +7 727 259 69 23

primebrokerage@morganstanley.com

info@hsbc.kz

Contacts

Tau Capital Plc investment team

Compass Asset Management Ltd is the Investment Manager of Tau Capital Plc

Director

Managing Director, Public Equity

Managing Director, Private Equity

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 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.  

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.  
 


