
MANAGER UPDATE: 

 

December has been a negative month for Tau due to a further write down of the value of the Fund’s Lucent 

Petroleum private equity holding. On the other hand, compelling valuations and a modest pick up in risk 

appetite has proved to be beneficial for Central Asian listed equity values. The liquidation of the Tau Capital 

quoted portfolio has progressed further as cash now represents 37% of the Fund’s NAV. Conversely, as 

this wind-down continues, the exposure of the Fund to Central Asian markets diminishes.  Aside from the 

write down in value of the Lucent Petroleum private equity holding, our Oxus Gold Convertible Loan Note 

(CLN) and Stopharm holdings remain unchanged in value.  

 

CORPORATE ACTIONS 

 

Following the successful completion of the Company’s first tender offer in November 2012 for an aggregate 

consideration of US$28.2m at a repurchase price of US$0.581075 per Share, the Directors announced on 

23rd January 2013, another return of capital to Shareholders.  The Directors now intend to return up to 

US$33m to Shareholders by means of a second tender offer, to be completed in February 2013, with the 

repurchase price to be based on the fund’s NAV as at 31st January 2013.  Further details relating to this 

tender offer are contained in a circular to Shareholders setting out the terms of the tender offer which has 

been posted to Shareholders.  

 

MARKET OUTLOOK: 

 

December was marked by a renewed appetite for risk, global equities in particular traded higher, Oil (Brent) 

remained above US$ 110 per barrel and Iron Ore continued its impressive rebound from its September 

lows (in the space of 4 months, the value has nearly doubled). In addition, compelling valuations have 

pushed equity prices higher.  

 

On a relative basis, we still believe the rebound in equities valuations has further room to run, particularly in 

a region where resources account for a large proportion of both the economy and of the listed securities 

universe. Sentiment has been consistently negative on companies exposed to China (as discussed 

previously in this newsletter). The Chinese stock exchange (Shanghai Composite) has posted dismal 

returns over the past 2 years. The reversal of these trends seem to point to a rather bullish scenario.  
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Concerns over the “Fiscal Cliff” in the US and European bailouts appear to have been brushed aside (or 

rather postponed – is the “extend and pretend” philosophy actually working?). While the situation remains 

concerning, it seems that systemic risks have been gradually reduced for the time being. A housing 

recovery in the US, a “muddle through” scenario in Europe, and a continuation of the status quo in the rest 

of the world should be enough to provide a decent outlook for equity investors. 

 

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 December, the fund held only 7 quoted investments in addition to the Oxus Gold CLN, which is 

unlisted.  

 

 

PRIVATE EQUITY:  

 

Stopharm: 

A potential investor is conducting due diligence and may purchase the majority interest 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. 

  

Challenges remain for Stopharm, with the decreased government purchasing and continued downwards 

pressure on supplier discounts squeezing margins, the Company is expending every effort to achieve better 

geographic penetration, recapture lost central government business, and improve efficiencies to boost 

EBITDA / Revenue. 

 

Lucent Petroleum: 

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

recent seismic data.  As operating expenses continue to deplete cash reserves, currently approximately 

US$12.2 million, the Board feels that it is prudent to write the investment down by a further 25%, or 

US$3.75 million, until there are clear results from either the negotiations or seismic review.  It is however 

reasonable to expect that if the negotiations are successful that Tau’s interest in Lucent would be diluted. 
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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%


