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The Kudu fund has performed
well in the recent major market
reversal.

May was an extreme month in
world markets. The Dow Jones
experienced a short market
freefall on May 6th, similar to the
1987 crash, dropping 10% in a
day, before later recovering some
of the loss.

The market collapse in April /
May was caused by a worsening
of the European credit crisis.
During this downturn, the main
European index has fell by -19%,
and the index of European banks
by -28%.

During the same time, the Kudu
fund has fell by a total of -5%
indicating an effective net long
exposure to the fund’s
benchmark European index of
25%.

Given that the fund typically
maintains an average net
exposure of approximately 60%,
this analysis indicates that the
fund successfully reduced its
market exposure by over 50%
before the market fall – one of the
fund’s best performances in
extreme market conditions over
the last nine years.

This kind of market trading is
highly unusual. From 1990-2000,

the stock market experienced just
one similar month - in August of
1998.

Anticipating and predicting
market collapses is a difficult
process, involving a combination
of quantitative analysis of market
indicators and experience.

On this occasion, problems in
credit spreads and inter-bank
lending gave warning that the
Greek credit crisis had spread to
other European markets.

The fund reduced its net
exposure before the market
downturn to around 15% - the
lowest level the fund normally
holds – since valuations in the
stock market have already fallen
in 2010 to very low levels.

However, an underground gas
explosion at the largest coal mine
operated by Raspadskaya, one
of the fund’s investments,
increased the net exposure to the
market to an effective 25%.

In the short term, the fund’s
strong performance in these
conditions is of little consolation,
but it does show that after nine
years of operation, the Kudu
fund’s investment process is
working robustly – albeit in the
face of continued hostile
conditions.

The Kudu fund has out-
performed the European Index,
in both the short and the long
term, since its inception.

In 2010, the Kudu fund has out-
performed the market by more
than 6.5% - with less than half
the volatility of the index.

Over the nine years of the fund’s
existence, the fund has out-
performed the stock market by
11% a year since 2001, with a
price volatility 40% lower than
the index.

Looking ahead, the prospects
for the stock market appear
uncertain – but not completely
negative.

The world economy presents a
very mixed picture at present –
weakness in Europe, but
growing strength in China, India
and elsewhere.

The Kudu fund is adding to
investments where economic
growth is strong, and corporate
earnings robust.

India and Russia are both
beneficiaries of rising domestic
demand and improving growth
forecasts for 2010 and beyond.

       George Case
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TOP 5 LONG POSITIONS                   ATTRIBUTION %
PHARMSTANDARD    2.62%

KUZBASSRAZREZUGOL     2.61%
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FAMOUS BRANDS                                                1.27%

TOP 5 CONTRIBUTORS YTD             ATTRIBUTION %
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COMMERCIAL INTERNATIONAL BANK   0.17%
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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 Case:  george@kudufunds.com  Tel: +44 (0)1491 638 125

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 On Month YTD Rolling 12 months          Since  Launch   :
Class  B   :

0%

20%

40%

60%

80%

100%

120%

May  01 May  02 May  03 May  04 May  05 May  06 May  07 May  08 May  09 May  10

Kudu % Relative Return to Euro Stoxx 50 Index

Total Return  [   ]
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 1.3       2.9       7.9 -2.5      3.7      0.1        2.4      -2.4     -2.0    -1.9   6.9

2010 -0.2 -3.68-1.0 3.2 -0.2 -5.3


