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February was another bleak month for
World equity markets. The continuing
collapse of banking shares spread
outwards to the insurance sector. Large
household names of European insurance
like Aegon, Swiss Re and Axa saw their
shares fall by 40-50% as investors foresaw
a repeat of the banking story of 2008.

Recent economic data from Japan,
Europe and America has confirmed that
the world economy suffered a shock
slowdown in the latter part of 2008. The
positive news is that the Federal Reserve
anticipated this event over a year ago, with
a series of rate cuts taking short-term rates
close to zero. The US government, along
with many other governments, has also
started injecting money into the economy
proactively, to try to counteract the force
of the recession.

The Kudu fund has been well placed to
deal with the markets in 2009. The fund
entered the year with over 95% of
shareholder assets in cash or government
bills. This cautious policy has been proved
correct, as the fund has avoided the latest
turmoil to hit the market, and stands ready

to take advantage of opportunities which
are being created by a rare combination of
stock market factors.

The fund has a clear strategy for dealing
with highly uncertain markets, which was
tested during the Russian crash of 1998,
and the bear market of 2001-2003. The
fund holds the majority of assets in cash,
and waits for specific trends and changes
to develop in the market. The key lesson,
which the fund has learnt over the last ten
years, is that the best balance of risk and
reward is found by waiting for the market
to react clearly to economic events, before
committing assets from the fund.

The stock market can be a distorting
prism, reacting in unusual and
unanticipated ways to changing events.
The market often moves so far in
anticipation of potential change, that even
when the expected event occurs, prices
move immediately in a contrary direction,
confounding expectations.

The EMEA region offers as wide a range of
dynamic and major market developments
as at any time in the last ten years.

Russia is at a key economic inflection
point, eastern Europe is struggling with a
currency and lending crisis, and the Gulf
faces a deflation of the real estate boom
of the last few years. South Africa has so
far been removed from the global crisis,
with the local banking industry matching
Canada’s for strength and good
management.

Below the country level, there are major
price and valuation shifts occurring at
both the business sector and individual
company level.

These unusual conditions offer great
opportunity to the Kudu fund. The fund
will continue to protect investor assets
from any further market turbulence, whilst
taking advantage of clear opportunities as
they arise, on both the short and long
side of the market.

      George Case
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Kudu Emerging Markets Limited is the London based investment advisor to The
Kudu Fund, an emerging market absolute return fund. The primary objective
of the fund is to achieve long term capital growth by investing in poorly understood
markets with high levels of mispricing.

The Kudu Fund takes a fundamental approach to investing and looks to capitalise
on valuation discrepancies and developing themes across the regions of Africa, the
Middle East, southern and eastern Europe as well as western companies with
emerging market exposure.

The Kudu Fund is invested in equities, both long and short, and generally invests
with a time horizon of 3–18 months.

For more information contact: george@kudufunds.com  Tel: +44 (0)207 015 5200  Fax: +44 (0)207 015 5201

Gaspar Garcia-Quiles: gaspar@kudufunds.com  Tel: +44 (0)207 015 5206

Issued and approved by Kudu Emerging Markets Limited, which is authorised and regulated by the Financial Services Authority. This material is for information only and does not constitute an offer or
recommendation to buy or sell any investment, or subscribe to any investment management or advisory service. It is not, under any circumstances, intended for distribution to the general public. The Funds that

may be referred to in this document are unregulated collective investment schemes for the purposes of Section 238 of the Financial Services and Markets Act 2000. Accordingly, this document is only being
communicated to persons to whom it may lawfully be issued under The Financial Services and Markets Act 2000 (Promotion of Collective Investment Schemes)(Exemptions) Order 2001 and COBS 4.12 of the

FSA’s New Conduct of Business Sourcebook.

No part of this document may be reproduced in any manner without the written permission of Kudu Emerging Markets Limited.  We do not represent that this information, including any third party information,
is accurate or complete and it should not be relied upon as such. Opinions expressed herein reflect the opinion of Kudu Emerging Markets Limited and are subject to change without notice.

Performance January YTD Rolling 12 months          Since  Launch   :
Class  B   :

Kudu % Relative Return to Morgan Stanley MSPE Index

Total Return in
Numbers net of fees ( class)

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec YTD

2001      -1.0 -1.3 -3.0 -5.4 2.0 7.4 2.4      0.6

2002 0.6 -0.5 5.3 2.9 0.0   -10.5 4.8 -0.5 -1.5 0.0 1.4 -4.0 -3.5

2003 -2.9 -2.3 2.6 -0.3 1.5 -3.0 3.9 1.7 0.3 3.1 1.2 1.1 6.9

2004 3.9 4.7 -0.1 0.1 -0.1 0.1 -0.2 1.4 1.4 3.5 5.1 8.6 31.8

2005 4.6 4.1 -2.9 -1.0 1.5 1.8 7.1 2.6 3.2 -2.4 1.3 6.3  29.1

2006 6.0 5.0 -1.4 1.5 -5.3 -5.5 0.8 0.8 3.3 4.5 2.6 5.0 17.7

2007 4.6 2.0 0.2 3.7 0.5 0.3 1.5 -6.6 -0.5 5.4 -4.2 0.8 7.3

2008 -6.2 0.1 -7.3 0.8 -0.9 -4.4 -8.2 -3.6 -1.2 2.1 -0.9 -1.2 -27.3

2009 -1.5 -0.9           -2.4


