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STOCK SELECTION IN VIETNAM SUPPORTED DURING A WEAK MONTH 
In USD the fund fell 4.9% during the month (EUR: -6.7%), compared to MSCI FMxGCC Net TR (USD) 
which fell 6.0% (EUR: -7.8%), while MSCI EM Net TR (USD) rose 2.6% (EUR: +0.6%). It was a shaky 
month. Measured in USD and absolute terms at country-level, a positive contribution was received 
only from Vietnam (+1.2% portfolio impact), where our sub-portfolio rose 5%. However, this was 
exclusively due to stock selection, as the market fell 7% during the month. The largest negative 
contributions came from Pakistan (-3% portfolio contribution), where our sub-portfolio fell 14%, 
from Egypt (-1.1% portfolio contribution), where the sub-portfolio fell 15%, and from Bangladesh (-
0.8% portfolio contribution), where the sub-portfolio fell 8%. 
 
Despite unfavorable conditions, our stock selection cushioned somewhat, especially in Vietnam. REE 
Corp (an ambitious renewable energy producer), the fund's fifth-largest position, rose 30% in a 
falling market. Rising electricity prices in the competitive generation market (the part of the 
electricity market where pricing is set by demand and supply) benefit the company. Furthermore, 
the company's engineering business (primarily involved in the installation of HVAC, Fire Protection, 
Electrical, Plumbing & Drainage, etc., at infrastructure, commercial and industrial projects) is set to 
benefit from the fact that Vietnam has now opened up entirely post-covid. 
 
The fund's largest position, the Vietnamese IT company FPT Corp, also rose 3% despite the weak 
local market. Like some Vietnamese companies, the company releases preliminary earnings 
monthly. In the first four months, profits increased by 35% on an annual basis, which was received 
positively. 
 
Most of our markets ended in the red during the month. We remain in a climate where further 
interest rate hikes are expected to curb inflation and mitigate weaker currencies. During the month, 
five of our countries raised their key interest rates: Pakistan (+1.5pp to 13.75%), Egypt (+2pp to 
11.75%), the Philippines (0.25pp to 2.25%), Nigeria (+1.5pp to 13%) and Bangladesh (0.25pp to 5% – 
repo-rate). 
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Sri Lanka rebounded by 14% after the country appointed a new coalition government led by former 
Prime Minister Ranil Wickremasinghe. It was seen as a step toward reducing the unrest in the 
country. Thus a step toward a successful debt restructuring and a new agreement with the IMF. The 
rise should be seen in the light of the stock market is still down 62% in USD during 2022. 
 
Nigeria rose 3% during May. Rising commodity prices have trumped the problems of rising inflation. 
The stock market, which in principle is completely abandoned by foreign investors after a long 
period of currency restrictions, has so far this year risen 17%. 
 
The Egyptian stock market had a hard time, and Russia's invasion of Ukraine continues to negatively 
affect the country's access to wheat. Egypt is one of the world's largest importers and Ukraine has 
historically been an important source of imports. Now, the country is looking for alternative 
suppliers, including India (which has indicated that it can make exceptions to their export ban). The 
central bank's sharp rate hike signals that the country continues to suffer in the current climate. 
 
Pakistan fell 11% due to continued political, and thus economic, uncertainty. The new coalition 
government, led by PML-N's Shehbaz Sharif, since its takeover on April 11th appeared indecisive. 
There have been two camps in the market. One camp has expected that the new government plans 
to rule until the general elections in 2023 and would take relatively immediately hard economic 
measures that pave the way for continued economic support from the IMF. The second camp has 
been expecting that the new government would announce early elections relatively immediately, 
and the technocratic transitional government would then be able to take the hard economic 
decisions at no political cost. Former Prime Minister Imran Khan's sharp rise in popularity after he 
was ousted has likely made it difficult to decide between these two paths. An early election could 
mean that Imran Khan's PTI gains a majority.  
 
PICTURE 1: PML-N LEADER SHEHBAZ SHARIF AND PTI LEADER IMRAN KHAN 
 
 
 
 
 
 
 
 
 
 
 
At the same time, hard economic decisions, in particular, the abolition of the fuel subsidies that 
Khan introduced at the end of his term, are politically sensitive and likely to increase support for 
Khan and PTI even further. In addition, the situation is further complicated by the rather sensitive 
arrangement of the current coalition, which consists of a right-wing party (PML-N), a left-wing party 
(PPP), and various defectors – whose reason for changing sides was probably partly the difficult 
economic situation and how this affected the population. On May 27th, however, the government 
decided, somewhat unexpectedly, to raise the price of fuel sharply, and on June 2nd, another 
increase was announced. We welcome the decision, as it lowers the near-term risks of a Sri Lankan-
style disaster. The decision indicates that the government will attempt to complete its term. The 
market's muted reaction comes against the background of the risks of continued protests from the 
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opposition and probably also some uncertainty as to whether it is possible to pursue a responsible 
economic policy and at the same time hold together a rather fragile coalition with various 
ideological backgrounds. 
 
Global stock markets are in a fragile state where we should see falling profit estimates in most 
markets against the backdrop of rising borrowing costs and higher input costs. The risks to the world 
economy and individual countries are obvious. How this will be reflected in equity markets from 
here is less obvious. Equity markets performance will be about exactly how pessimistic investors in 
each market are, i.e. to what extent they have already acted (sold) per a negative scenario. We have 
regularly shown a table of current valuations vs. historical valuations in our key markets and 
comparisons with the US and the rest of the world. It can be a good exercise to refresh current 
valuations vs historic, as a gauge of sentiment across equity markets.  
 
TABLE 1: HISTORICAL VALUATIONS AND ROE OF MSCI EM, S&P 500, WORLD EX-US, AND TUNDRA’S 

CORE MARKETS 

 

 
 
 
 
 
 
 
 
 
 
 
 
If we start with the world's largest equity market, the USA, we conclude that the P/E ratio is now 
not far from the median value of the last ten years. If we move a bit further down the column, 
however, we note that Return on Equity (ROE) is significantly higher than the median value. The 
current P/E-ratio is thus low because profitability is unusually high from a historical perspective. In 
the current global context, it is optimistic not to expect profitability to come down, especially given 
the fact that the return on equity historically has proven to be quite cyclical (see Figure 2 on the 
next page). 
 
At the bottom of the table in Table 1, we show a scenario that assumes that profitability (ROE) and 
the valuation (P/E ratio) return to the 10-year median, i.e. normal profitability and normal 
valuations. In such a scenario, the US stock market would need to come down another 35%, 
everything else being equal. Looking at the world index excluding the USA, the picture is different. 
The current ROE is significantly higher than historical levels, but the low valuations vs. historical 
levels indicate that investors have partly already taken into account a fall in profits. The same 
applies to larger emerging markets (MSCI EM). 
 
When we apply the corresponding analysis to our major stock markets, we conclude that our 
markets, except for Nigeria (-27%), Bangladesh (-5%), and Vietnam (-1%), generally indicate quite a 
significant upside. The largest upside in a scenario where profitability and valuation are normalized 
is from Pakistan (+99%), Sri Lanka (+84%), the Philippines (+37%), and Egypt (+31%). These four 
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countries are those of our countries that were immediately hardest hit by rising commodity prices in 
the wake of the Russia / Ukraine crisis. Also, those countries have already priced in a significantly 
worse scenario than anything that has hit these markets over the last ten years. This leads us to our 
main argument as to why we remain quite optimistic. Conditions are bad, but investors have already 
priced in severe pain. This means that in the next few years these markets should be able to provide 
acceptable returns even in a very negative outcome. At the same time, there is a powerful recovery 
potential in the unlikely scenario that the world situation suddenly returns to normal.  
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This kind of exercise of course has limited predictive capability in terms of short-term market 
performance. It is however useful support when assessing the likelihood of an investment’s long-
term return. We maintain our view that our part of the world is one of the few investment 
categories where it is rational to expect a normal market return (8-10% per year) in the coming 
years. Since the fund's inception, we have delivered an average annual alpha of just over 5% per 
year after full fees and all costs in the fund. Provided we can maintain our alpha generation we 
should thus be able to generate 13-15% returns during a normal year. Our strong alpha generation 
is derived from stock selection with a strong focus on quality and low risk in company selection. The 
following key criteria must be met:   
1) Honest owners and a strong management  
2) Production of goods or services that are in structural growth (will constitute a larger part of the 

economy in the future than today) and  
3) Companies who have a positive impact on the society in which they operate.  
The last factor is the basis of our sustainability analysis, and it is far from as altruistic as it may 
sound. Companies that manufacture necessary goods and services with the least possible negative 
impact on the environment and people, who are growing and respected employers, and who are 
good taxpayers, run a significantly lower risk of being subject to negative government measures 
(change in taxations, import tariffs for crucial input goods, etc). After risks associated with corporate 
governance, state governance risks to companies' operations are the greatest that is associated with 
investments in our markets. If you invest in businesses subject to structural growth and are diligent 
about corporate governance risks as well as state governance risks, you have a fair chance to reap 
the benefits of the higher forecasted growth across our markets over the coming decades.  
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ABOUT THE FUND 
Tundra Sustainable Frontier Fund focuses on the next generation of emerging markets such as Vietnam, Bangladesh, 
Sri Lanka, Pakistan, Egypt and Nigeria. Featuring strong population growth, rapid urbanisation, investments in 
infrastructure, growing middle classes and stabilising political environments, a vast majority of international 
investors are yet to discover these markets.  
The fund is managed according to Tundra’s active stock picking philosophy and backed by local research offices in 
Asia. Investments are based on an ESG approach where each investment has to comply with the UN Global Compact 
with regards to human rights, labour rights, corporate governance and environmental impacts. The fund is 
registered in Sweden and is fully UCITS compliant. Read more about latest developments here. 

Source: Bloomberg, MSCI, Tundra Fonder 

Return* NAV (EUR) 1 month YTD 1 year 3 year Inception

25.43 -6.7% -7.5% 10.7% 51.6% 111.4%

Benchmark 655.32 -7.8% -13.6% -2.6% 12.3% 35.2%
* Fund returns calculated on SEK class converted to EUR in order to provide the longest possible data set.

Tundra Sustainable Frontier (EUR)
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Fund monthly performance
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2013 0.3% 7.9% -6.5% 4.6% -4.6% -0.7% 1.7% 4.0% 4.1% 8.7%

2014 4.6% -4.5% 4.0% 4.0% 5.6% 0.6% 3.4% -0.9% 4.5% -2.6% -0.2% 0.6% 22.3%

2015 4.3% 0.5% 1.3% 0.6% -0.3% -2.5% -0.5% -4.1% -3.0% 5.6% 1.6% -4.7% -1.7%

2016 -5.1% -2.8% -2.8% 0.9% 7.1% 0.3% 2.4% 4.3% 1.4% 1.1% 2.6% 0.9% 10.1%

2017 0.2% 3.9% 2.2% 0.4% -0.7% 0.2% -3.6% -0.2% 3.6% 1.9% 2.2% 0.4% 10.7%

2018 6.0% 0.6% 1.2% 1.3% -4.9% -2.3% -2.6% -0.4% -1.8% -1.9% -2.4% -4.6% -11.6%

2019 3.2% 2.4% -0.7% -2.5% -3.1% -4.7% 1.1% 0.8% 0.9% -0.6% 9.3% -2.2% 3.2%

2020 1.6% -6.1% -22.9% 13.8% 4.0% 2.3% -2.2% 7.4% 5.7% 4.6% 7.6% 5.0% 16.8%

2021 5.2% 0.7% 2.6% -1.8% 5.5% 6.9% 2.2% 2.5% 3.9% 1.4% 1.4% 0.1% 34.7%

2022 -0.1% -1.8% -4.1% 5.4% -6.7% -7.5%

muEUR 

http://www.tundrafonder.se/ch/kategori/sustainable-ch/


Source: Bloomberg, MSCI, Tundra Fonder 
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Cash and other 6%

Information Tech. 19%

Financials 18%

Health Care 18%

Consumer Staples 12%

Industrials 10%

Consumer Disc. 10%

Communication Services 6%

Utilities 1%

Energy 0%

Materials 0%

Real Estate 0%

Cash and other 6%

Vietnam 26%

Pakistan 19%

Indonesia 11%

Bangladesh 10%

Philippines 7%

Egypt 6%

Sri Lanka 4%

Nigeria 4%

Morocco 2%

Kazakhstan 2%

Botswana 1%

Sector allocation Country allocation 

Largest holdings Portfolio weight Country P/E 22E P/E 23E Yield

FPT Corp 9.2% Vietnam 21.9 16.2 1.9% 1.0%

Square Phar Ltd-Ord 8.0% Bangladesh - - - -8.8%

Systems Ltd 7.2% Pakis tan 19.9 15.3 1.1% -19.6%

Media  Nusantara 6.3% Indones ia 5.2 4.7 1.7% -5.6%

Ree 6.2% Vietnam 14.5 13.0 1.5% 27.6%

Medikaloka Hermina TBK 4.3% Indones ia 31.3 25.8 0.7% -4.0%

Meezan Bank Ltd 4.1% Pakis tan 5.1 4.8 6.4% -14.4%

Airports  Corp Of Vietnam 3.9% Vietnam 58.3 35.3 0.6% -4.2%

Mobi le World Investment Corp 3.9% Vietnam 16.6 13.9 0.9% -3.1%

Masan Group Corp 3.2% Vietnam 27.9 22.1 1.1% -6.4%

Return (EUR) Worst performers in May Return (EUR)

Ree 27.6% GB Auto -31.3%

Ceyl inco Insurance-Non Voting 8.4% Ibns ina Pharma SAE -29.2%

Juhayna Food Ind 5.2% Jsc Kaspi .Kz -21.9%

Hemas  Holdings  Plc 1.7% Systems Ltd -19.6%

Letshego Holdings  Ltd 1.6% Beximco Pharmaceutica l  GDR -17.3%

Return 1M 

(EUR)

Best performers in May
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Facts Risks and costs*

Inception date 2013-04-02 Active risk (Tracking error) 8.8%

Pricing Dai ly Active share 90.3%

Manager Tundra Fonder AB Standard deviation 12.7%

Benchmark index MSCI FM xGCC Net TR (EUR) Standard deviation, benchmark 11.8%

ISIN SE0006789897 Beta 0.79

Bloomberg TUNDFRF SS Information ratio 2.12

IBAN Holdings 39

BIC ESSESESS Risk level 5 of 7 (refer to KIID for more info)

Custodian SEB Management fee/year (a l l  inclus ive **) 2.5%

Auditor PWC AuM 202.0 MEUR

* Risk indicators are based on monthly rolling 24 months of return data. ** The management fee includes variable custody fees, 

audit, legal and marketing expenses.

SE4450000000058648209218

muEUR 
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Disclaimer 

DISCLAIMER 
Capital invested in a fund may either increase or decrease in value and it is not certain that you be able 
to recover all of your investment. Historical return is no guarantee of future return. The state of the 
origin of the Fund is Sweden. This document may only be distributed in or from Switzerland to qualified 
investors within the meaning of Art. 10 Para. 3,3bis and 3ter CISA. The representative in Switzerland is 
OpenFunds Investment Services AG, Seefeldstrasse 35, 8008 Zurich, whilst the Paying Agent is Società 
Bancaria Ticinese, Piazza Collegiata 3, 6501 Bellinzona, Switzerland. The Basic documents of the fund as 
well as the annual report may be obtained free of charge at the registered office of the Swiss 
Representative. 
  
The publication is issued by Tundra Fonder AB (”Tundra”) and the information – assumptions, opinions, 
valuations, recommendations etc – presented in this publication have been compiled by Tundra. The 
publication is based on generally available information from sources that Tundra believes to be reliable. 
However, Tundra cannot guarantee the accuracy of this information. This presentation – as well as all or 
parts of its content – may not be duplicated or distributed under any circumstances without the written 
permission of Tundra. 
 
The information in this presentation does not take into account the specific investment goal, financial 
situation or needs of any specific recipient. The information should not be regarded as a personal 
recommendation or investment advice. The client should always seek adequate professional advice 
before taking any investment decision and each such investment decision is taken independently by the 
client and at the client’s own risk. Tundra accepts no liability whatsoever for any direct or consequential 
loss of any kind arising from the use of this presentation. 
  
Risks 
Investments in financial instruments are associated with risk and an investment may both increase and 
decrease in value or even become worthless. Historical returns are no guarantee of future returns. 
International investments, particularly those on new markets in developing and growth countries (such 
as Eastern Europe (including Russia), Asia, Latin America and Africa), are normally associated with a 
higher level of risk than investments in Swedish or other developed markets’ securities. These risks 
include both political and economic uncertainty in other countries as well as currency fluctuations. These 
risks are particularly high on new markets since these countries may have relatively unstable 
governments and immature markets and economies. 
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