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YEAR JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC YTD 

2020 0.11% -3.85% 23.97% 7.66% -0.69% 2.72% 5.27% 2.11% 2.49% 3.20% 5.43% 7.96 69.59% 

2019 0.03% 0.71% 6.46% 1.42% -0.42% -0.98% -2.88% -0.88% 4.01% 2.93% -1.70% -0.05% 8.60% 

2018 3.27% -4.24% -3.11% 5.30% -4.22% 0.58% 3.70% 3.12% -3.50% -5.39% 5.91% -0.49% 0.01% 

2017 1.30% 2.85% 2.69% 2.29% 2.26% 0.79% 3.48% 2.58% -2.04% 2.22% 0.18% 1.99% 22.51% 

2016 1.28% -0.60% 0.04% 0.54% 2.32% -0.27% 2.26% 0.73% -0.99% 1.44% -3.89% 0.18% 2.91% 

2015 4.01% 1.03% -2.37% -2.33% 1.32% -0.29% 0.79% -3.85% 0.15% 0.76% 0.30% 2.62% 1.89% 

2014 -1.76% 1.90% 4.20% -0.24% 4.71% 2.01% 0.32% 1.69% -0.64% 2.92% 1.54% -2.51% 14.79% 

2013 2.10% -2.89% -0.23% 2.01% -1.01% -1.69% -1.20% -3.91% 3.16% 4.88% -1.16% 1.19% 0.89% 

2012 8.12% 2.01% -1.80% -1.42% -4.39% 3.13% -0.73% 0.45% 5.74% -1.12% 1.60% -0.23% 11.26% 

2011 -3.18% -0.92% 4.63% -0.59% -1.89% 1.03% -0.72% -4.14% -1.65% 3.42% -5.88% -1.54% -11.27% 

2010 -2.61% 0.54% 3.19% 0.52% -2.82% 2.27% 0.32% -0.23% 6.32% -0.08% -0.17% 3.42% 10.81% 

2009 -1.98% -3.47% 4.99% 5.78% 5.28% -2.29% 2.96% -0.48% 6.19% -2.61% 2.44% 0.65% 18.12% 

2008 -2.46% -2.41% -6.25% -0.13% -4.95% -6.49% 2.63% -2.94% -3.83% -8.53% -0.43% 10.58% -23.56% 

2007 0.96% -2.54% 1.11% 3.93% 1.95% 0.08% 1.74% -0.84% 4.79% 5.61% -0.96% 2.19% 19.21% 

2006 5.67% 1.25% 4.52% 3.17% -3.41% -1.95% -1.08% 1.73% 2.04% 2.69% 4.71% -1.33% 19.04% 

2005 -1.47% 4.44% 2.49% 2.37% -0.39% 3.16% 2.38% 0.94% 0.39% -2.25% 2.63% 2.47% 18.32% 

2004 - - - - - - -0.04% 0.10% 3.97% -0.30% 4.10% 8.57% 17.22% 
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SUMMARY 

1. YTD: KFL +69.59% vs. NIFTY +12.24%  

2. KFL best performing year. 

3. Fed continues to underwrite/distort 
markets. 

4. Rates low “forever!”. 

5. COVID/Central Banks highlight failure 
of central planning. 

6. Portfolio will relatively underperform in 
response to short term rally. 

7. Portfolio positioning unchanged. 
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“They who can give up essential 

liberty to obtain a little temporary 

safety deserve neither liberty nor 
safety.”  - Benjamin Franklin 

2020 was our best performing year 
(+70%), we significantly outperformed 
our benchmark generating alpha both 
from stock selection & more signifi-
cantly from portfolio construction. 

Two thirds of the years return was 
generated during the March market 
crash and though we did not (attempt 

to) forecast this, we benefitted signifi-
cantly from our portfolio positioning 
– exploiting the distortions created by 
central banks and benefitting from the 
resultant risk/rewards offered by the 
markets. These distortions are no 
doubt storing significant future prob-
lems (more of that later), attempting 
to time this however would be futile. 

At the beginning of March, the portfo-
lio was (73%) long, together with long 
volatility positions. At the stock/sector 

level, the portfolio continued to be 
defensively positioned, with long po-
sitions in IT, pharma and government 
spending, short cyclicals and some 
intra sector relative value bets. With 
portfolio structuring largely rule 
based, outcomes are repeatable (and 
not forecast dependent). 

Markets rallied strongly post the 
March crash and there was a predict-
able rotation into underperforming 
sectors (cyclicals & other short posi- 
 

CUMULATIVE RETURNS 
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tions). This resulted in some relative 
underperformance. Though we had 
anticipated this rotation into a strong 
market rally, it was not something that 
offered a sufficiently attractive risk/
reward to play (the portfolio will rela-
tively underperform if the market ral-
lies strongly in the short term). 

For 2021 as a whole, we nevertheless 
significantly outperformed our bench-
mark, generating alpha both from 
stock selection and more significantly 
from portfolio construction. 

WHY LONG? – The failure of 

Central planning 

Substitute “intellectuals” for “Bureau-
crats”, and we think the below pro-
vides a good explanation as to why 
central planning inevitably fails: 

“intellectuals are people whose end 
products are intangible ideas, and they 
are usually judged by whether those 
ideas sound good to other intellectuals 
or resonate with the public. Whether 
their ideas turn out to work – whether 
they make life better or worse for 
others – is another question entirely.”  
- Thomas Sowell  

The parallels between the manage-
ment of the COVID pandemic and the 
management of economic crises are 
sadly all too similar (though not sur- 

PORTFOLIO ATTRIB. DEC 2020 KUVERA FUND vs.  

INDIA ASSET CLASS RETURNS 2020 

prisingly so). It is essentially the same 
type of people, with similar incentives, 
managing both. COVID though, has 
provided us with a real time view of 
the inherent failings of central plan-
ning. 

Unfortunately, the one thing that was 
all too predictable during 2020 was 
the abysmal handling of the global 
pandemic. Governments have in large 
part been only too willing to throw 
their economies “under a bus” and 
destroy thousands of small businesses 
without clear objectives or any real 
ability to balance the costs, analyse 
the data or consider the unintended 
consequences of their actions. All the 

while spurred on by unrealistic beliefs 
in their abilities, backed by little or no 
experience, guiding principles or even 
luck!! Confidence without clarity is 
indeed a dangerous combination. 

Below, some quotes from an excel-
lent article by David Mamet - Novem-
ber WSJ article. Which speak to this: 

“….history is replete with examples of 
central planners who ruined econo-
mies through coercive policies…” 

“…this is not a question of simple se-
mantics. Whether the greatest eco-
nomic collapse in modern history was 
caused by a virus or the government’s 
response to the virus is not an incon- 

SECTOR CONTR. NET EXP. 

AUTOS 0.62% 4.14% 

BANK 1.64% 17.22% 

CAP GOODS 0.28% 5.11% 

CEMENT 1.84% 9.68% 

FMCG 2.71% 12.46% 

IT 6.11% 18.04% 

METALS -0.68% -3.17% 

OIL AND GAS 0.44% 8.37% 

OTHER -0.24% 4.02% 

PHARMA 7.40% 20.13% 

REAL ESTATE 1.49% 4.79% 

TELECOM -0.25% -1.92% 

GROSS   125.06% 

NET   98.86% 

# of NAMES                  54  

# LONG   39 

# SHORT   15 

      

FUND DETAILS 
ISIN: MU0671S00000 

Fees: Management 1.5%, Performance 20% 

Dealing: Monthly 

Domicile: Mauritius 

Auditor: BDO & Co. 

Administrator: Intercontinental Trust 

Lawyers: Simmons & Simmons 

Tax Consultants: Deloitte Haskins & Sells LLP 

Investment Manager: 
Kuvera Capital Partners LLP 
www.kuveracapital.com 

+44 20 3129 9727 
r.kamath@kuveracapital.com 

 2020 Eurekahedge Asian Hedge Fund Awards - Nominated 2019 Global Business Insight Awards - Winner 

2020 HFM AsiaHedge Awards - Finalist 2019 Hedge Fund Awards - Winner 

2020 Global Excellence Awards - Winner  Best India-Focused Long/Short Hedge Fund (Since Inception): 

 Best India-Focused Alternative Asset Manager  Kuvera Fund & Alternative Asset Manager of the Year 2019 - UK 

69.59%

12.24%

-5.47%-10%

0%

10%

20%

30%

40%

50%

60%

70%

80%

KUVERA CNX - NIFTY 50 INR vs. USD



KUVERA FUND vs. 

INDIA INDICES 2020 

sequential distinction…” 

“…the unintended consequences of 
government lockdowns, which have 
included surging global poverty, 
mass job loss and business closures, 
spikes in depression and suicide, 
,excess deaths, and other adverse so-
cial consequences…” 

‘…experts and defenders of the con-
flict (Iraq WMD war) spent years at-
tempting to deny they were actually 
wrong. The lockdowns, which have 
been shown to be far less effective at 
protecting lives than destroying econ-
omies, will be no different…” 

As for experts, they are not a homog-
enous group holding the same view, 
despite what we are led to believe. 
One of the UKs expert of choice was 
Neil Ferguson, professor of mathe-
matical biology at Imperial College 
London. His track record: 

“That prediction wasn't just nonsense 
was it? It was dangerous nonsense.” 
- Nick Robinson, BBC Presenter 

Meanwhile other equally, if not more 
eminent professors from Stanford, 
University of Pennsylvania and Univer-
sity of Mainz who warned about the 
global over reaction have had their 
voices drowned out. 

Central banking too is afflicted by the 
same failures. Bureaucrats who bear 
little, if any consequences for their 
mistakes, but are so intrenched in the 
govt. machinery that they are called 
on time and again for their “sage” 
counsel, regardless of track records. 
Their prescriptions are not resource 
constrained but backed up the con-
juring of gazillions of dollars from thin 
air and under the cover of some de- 

defunct economic theory – the latest 
being “not so” modern monetary the-
ory (MMT), which is in all but name 
keynesism reheated. 

For years now, central bankers have 
been destroying the normal function-
ing of markets, under the guise of 
sage economic management. From 
their exalted positions they mistakenly 
believe that they know better than the 
collective wisdom of markets in set-
ting prices and allocating resources. 
The consequences are as bad, if not 
worse, than those from the mishan-
dling of the pandemic – but central 
banking mistakes are not as easy to 
trace back. 

2020 WINNERS 

2020 LOSERS 

NAME SECTOR L/S CON. 

DR.REDDYS PHARMA LONG 2.13% 

ASIAN PAINTS FMCG LONG 2.08% 

HCLT IT LONG 1.72% 

INFOSYS IT LONG 1.71% 

CADILA PHARMA LONG 1.68% 

        

NAME SECTOR L/S CON. 

AXIS BANK LONG -0.61% 

BPCL OIL AND GAS LONG -0.54% 

SAIL METALS SHORT -0.36% 

HEROMOTO AUTOS SHORT -0.32% 

ITC FMCG LONG -0.27% 
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L/S SECTOR CONTRIBUTION 2020 

SECTOR L/S CONTR. 

PHARMA LONG 7.40% 

IT LONG 6.11% 

FMCG LONG 2.71% 

CEMENT LONG 1.84% 

REAL ESTATE LONG 1.49% 

BANK SHORT 1.11% 

AUTOS LONG 1.08% 

BANK LONG 0.53% 

OIL AND GAS LONG 0.44% 

OTHER LONG 0.39% 

CAP GOODS SHORT 0.14% 

CAP GOODS LONG 0.14% 

TELECOM SHORT -0.25% 

AUTOS SHORT -0.46% 

OTHER SHORT -0.62% 

METALS SHORT -0.68% 

      

if you do not take the option of hedg-
ing cheaply (courtesy of market disto-
rtions). Just sit tight through the mar-
ket wobbles, safe in the knowledge 
that markets will be bailed out. 

Stocks and sectors – No change 

At the stock level, we continued with 
our themes from earlier in the year. 

CORE 

We continue to hold long core posi-
tions in 6 names which have proved 
to have a sustainable competitive ad-
vantage in their respective sectors 
over many years. These are names 
that have demonstrated an ability to 
allocate capital efficiently and over 

servants where their speeches com-
mand $800K a pop with hedge fund 
clients! 

What does the future hold? Well just 
look to Japan (Keynesian prescrip-
tions on steroids), zombie companies 
being propped up by low rates, low 
productivity, low growth, decline in 
real wages and debt/GDP over 250% 
and rising. 

How can we benefit? – STAY LONG 

Just stay long and enjoy the ride. For 
the real economy, the outlook is dire, 
but as asset managers it really has not 
been easier to manage money – just 
stay long and enjoy the ride and even 

Some of the consequences of artifi-
cially low interest rates and unlimited 
liquidity have led to: 

1. Greater inequality (a coincidence 
that extreme politics is on the rise?). 

2. The longest bull run in history (09-
20) underwritten by the Feds bal-
ance sheet (any doubts, see what 
happens when they try to unwind). 

3. Resources have been diverted away 
from productive economy to mon-
etizing government debt. 

4. Bankruptcies and losses are im-
portant signals in allowing markets 
to work. These are no longer an 
allowable option, especially for 
larger connected companies, with 
government bailouts now on tap.  

5. Companies encouraged into share 
buy backs – instead of real invest-
ments. Inflating short term EPS and 
enriching a very mediocre group of 
C-suite executives. $7 trillion of 
buybacks undertaken by S&P 500 
companies – more than 90% of 
profits made. 

And what about the architects of 
these failed policies, they appear on 
the front page of magazines and are 
hailed as world saving heroes. On 
leaving their posts, they then go onto 
high paying jobs as academics or civil 
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to the private sector. Publicly owned 
banks have been riddled with corrup-
tion, political interference, and nu-
merous bailouts. The government 
now has little choice but to “privatize” 
these entities. Once again, the budget 
laid down proposes to reduce the 
number of Public sector units from 
the current 300+ to just a few. 

 decades have consistently generated 
a ROCE more than their cost of capi-
tal, earning an economic rent because 
of high barriers to entry. The barriers 
could be due several factors, ranging 
from regulation to their efficient busi-
ness practises, but whatever they be, 
they are hard for competitors to repli-
cate as demonstrated by decades of 
high (40%-60%) ROCE. 

THEMATIC 

The best performing sectors in 2020 
were Pharma (7.35%) and IT (6.12%). 
We had long only exposures to these 
sectors before the March crash. We 
have previously documented our rea-
soning for these positions but briefly; 
the IT exposure was based both on 
valuations and the bet that they would 
successfully transform their business 
models (as they had done in 2008) to 
digital and cloud, thereby moving up 
the value chain – something which 
they are successfully doing and which 
the market has begun to realise and 
price in. In the case of Pharma, we 
took a similar bet. This was that Phar-
ma companies would successfully 
realign businesses away from the US 
market which was becoming increas-
ingly competitive. As these sectors 
outperformed, their weightings in the 
portfolio have significantly increased, 

and we will look to take profits and 
rebalance by reducing these expo-
sures. 

Outright short positions in Metals cost 
the portfolio 68bp. This move hap-
pened towards the end of the year 
because of sector rotation and a more 
bullish China view. We continue with 
these shorts though, as a hedge 
against continued global uncertainty.  

The exposure to infrastructure spend-
ing delivered only 39 bp for the year. 
The bet here has been that govern-
ment cannot but increase spending 
on infrastructure (regardless of eco-
nomic downturns/pandemics). The 
recent (Feb 2021) budget though, has 
made a significant pivot to govern-
ment spending on infrastructure (with 
an accompanying increase in the 
budget deficit from 3% to 9%) our ex-
posure here should benefit signifi-
cantly from this. 

RELATIVE VALUE – Banks 

Long private sector/short Public sec-
tor. This position generated 1.64%, 
making money on both the short and 
long side. The thesis here is that the 
public sector banks will ultimately be 
privatised either through the “back 
door” enabling competition form 
newer banks and NBFCs or by a sale 
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Investment Risks 

Investment in the Fund carries substantial risk. There can be no assurance that the investment objec-
tives of the Fund will be achieved and investment results may vary substantially over time. Investment 
in the Fund is not intended to be a complete investment programme for any investor. Investment in 
the Fund is intended for experienced investors who are able to understand and accept the risks in-
volved. The value of all investments and the income derived there from can decrease as well as in-
crease. 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 fu-
tures can be extremely volatile. The Fund may invest in securities of distressed companies, illiquid 
securities and non-publicly traded securities. Persons considering investing in the Fund should read 
the risk disclosure in the Prospectus. 

Copyright 

The copyright, trademarks and all similar rights of this Newsletter and the contents, including all infor-
mation, graphics, code, text and design, are owned by Kuvera Capital Partners LLP. Information con-
tained in this Newsletter must not be reproduced, copied or redistributed in whole or in part. 

Limitation of Liability and Indemnity 

Kuvera Capital Partners LLP does not warrant the accuracy, adequacy or completeness of the infor-
mation and data contained herein and expressly disclaims liability for errors or omissions in this infor-
mation and data. No warranty of any kind, implied, expressed or statutory, is given in conjunction with 
the information and data. Kuvera Capital Partners LLP accepts no 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 damage, direct or consequential. 

This Newsletter has been approved and issued by Kuvera Capital Partners LLP for information purpos-
es only. It does not constitute an offer or solicitation to any person in any jurisdiction  
to purchase or sell any investment. No information in this document should be construed as providing 
financial, investment or other professional advice.  

The Kuvera Fund Limited (the “Fund”) has been registered in Mauritius and holds a Category 1 Global 
Business Licence for the purposes of the Financial Services Development Act, 2001. Although the 
Fund is regulated by the Financial Services Commission (“FSC”) in Mauritius the FSC does not vouch 
for the soundness of the Fund and the investment activities of the Fund will not be regulated or other-
wise overseen by the Mauritian Government. The Fund has appointed Kuvera Capital Partners LLP as 
its investment manager. 

The distribution of the prospectus relating to the Fund (the “Prospectus”) is restricted in certain juris-
dictions and accordingly it is the responsibility of any person or persons wishing to make an applica-
tion to invest therein to inform themselves of, and to observe, all applicable laws and regulations of 
any relevant jurisdiction. The information below is for general guidance only and further information is 
available in the Prospectus. The taxation implications of investing in the Fund will depend on individu-
al financial circumstances and the investor’s country of residence. Application to invest in the Fund 
must only be made on the basis of the Prospectus and subscription documentation. 

United Kingdom 

The Fund is not a recognised collective investment schemes for the purposes of the Financial Services 
and Markets Act 2000 (“FSMA”). The promotion of the Fund and the distribution of the Prospectus is 
accordingly restricted by law. The Prospectus July only be issued to persons who are authorised un-
der the FSMA or to persons who are of a kind to whom the Fund may be promoted by an authorised 
person by virtue of Section 238(5) of the FSMA and Section 3.11 and Annex 5 to Chapter 3 of the Fi-
nancial Services Authority’s Conduct of Business Sourcebook (“Annex 5”). When reading this Newslet-
ter, you confirm that you are authorised to carry on designated investment business under the FSMA, 
a person under the control of the latter, or a person falling within the eligible categories of permitted 
investors as listed in 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 Financial Ombudsman Service 
and the Financial Services Compensation 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 Investment Company Act of 1940 (as amended) (the “1940 Act”) since Shares 
will only be sold to United States persons who are “qualified purchasers”, as defined in the 1940 Act. 
There has not been and will not be any public offering of the Shares in the United States. 

You agree to indemnify and hold harmless Ku-
vera Capital Partners LLP and its affiliates, and 
the partners and employees of Kuvera Capital 
Partners LLP and its affiliates from and against 
any and all liabilities, claims, damages, losses or 
expenses, including legal fees and expenses,   
(together, “Losses”) arising out of your access to 
or use of the information in this Newsletter, 
save to the extent that such Losses may not be 
excluded pursuant to relevant law or regulation. 

Any opinions contained in this Newsletter may 
be changed after issue at any time  
without notice. Kuvera Capital Partners LLP is 
authorised and regulated by the Financial Con-
duct Authority, whose registered address is: 
Suite 11, 2 Fann Street, London EC2Y 8AF. 
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