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A CORRECTION DURING AUGUST

In USD, the fund fell 3.2% during the month (EUR: -1.5%), compared to MSCI FMxGCC Net TR (USD),

which fell 1% (EUR: +0.7%) and MSCI EM Net TR (USD), which fell 6.2% (EUR: -4.5%). In terms of

absolute return, the largest positive contributions during the month were received from Kazakhstan

(0.6%) and Sri Lanka (0.4%). The largest negative contributions were obtained from Pakistan (-2.1%)

and Indonesia (-1.1%). The latter two markets also accounted for our main underperformance

against the index in August.

Winners and losers during the month – and a new holding

Among individual holdings, we noted several major movements during the month. The fund’s

largest position, the Vietnamese IT company FPT (9% of the portfolio), rose 12% in August, partly on

rumours that an international player would be interested in taking a larger stake in the company.

Given the diversified ownership of the company, we view such an event as complicated and

unlikely. Another portfolio company that stood out was Kazakh fintech company Kaspi (5% of the

portfolio), which rose 13% during the month. The company's buyback program continues. The 2022

Kazakh unrest followed by Russia's invasion of Ukraine significantly affected the Kazakh market, and

the company’s share fell by more than 70%. Since then, the stock has gradually recovered but is still

35% below the peak levels of autumn 2021. Based on the forecasts for the full year (USD), the

turnover this year will be 67% higher than in 2021, and the net profit is expected to be 70% higher

than in 2021. The valuation of just under 11x the expected profit for 2023 can be compared with a

historical valuation of just over 20x in 2020 and 2021. Current forecasts point to a continued profit

growth of just over 30% in 2024. The "Russia frenzy" that sank the company in 2022 is

understandable given Kazakhstan’s historical connection to Russia, but has primarily affected the

valuation of the company, rather than the business so far.
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Our Sri Lankan companies developed well during the month. Foreign investors have gradually

returned to the market. In August, our Sri Lankan renewable energy company Windforce (2% of the

portfolio), as part of a consortium, won Sri Lanka's largest solar procurement to date, a 100 MW

solar power plant. The stock rose 9% during the month. Our food retailer, Cargills Ceylon (2% of the

portfolio), rose 7% during the month mainly due to foreign buying interest. In USD terms, the stock

has now recovered most of what was lost during Sri Lanka's economic crisis (spring 2021 – spring

2022). The valuation of just over 16x this year's expected earnings has normalized, although it

remains some distance from the levels of 2010-2014 when it varied in the range of 20-40x. Probably

thanks to the difficult years the company has gone through, its capital allocation has improved

significantly, which can be seen in, for example, the return on equity, which for 2023 is expected to

land at 23%, compared to 5-17% in 2010-2014. As we usually say, crises can be difficult, but they

also tend to make strong companies stronger.

The biggest negative contribution during the month came from our Indonesian media company

Media Nusantara (4% of the portfolio) which fell 17%. This follows a disappointing half-year report,

primarily due to falling advertising revenue from their TV channels. This, in turn, can be partly

attributed to a troubled advertising market after Indonesia continued to introduce mandatory

digital TV broadcast in a phase-wise manner across Indonesia. In the short term, this has excluded a

part of the population who still uses analog TV, and this has led to less spending by advertisers on

TV commercials. During the month, we had a follow-up meeting with the company when they noted

continued problems in the advertising market, while at the same time expressing a hope that

advertising revenue will recover before the presidential election in early 2024. The valuation of just

over 4x net profit remains undeservedly low given the hidden values we consider it has in its digital

assets.
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Our Pakistani IT company Systems Ltd (6% of the portfolio) fell 10% during the month after a result

that came in below expectations, primarily due to lower margins. Recent acquisitions and continued

significant new hires had a negative impact, while the company continues to grow significantly

faster than the long-term ambition of 25% per year. During the second quarter, turnover rose by

just over 100% (40% in USD) y-o-y. The primary growth area for the company currently is the Middle

East, which now makes up 52% of revenues. The number of customers has risen to 150, compared

to 100 at the end of 1H22. With a turnover of just over USD 160m on an annual basis, the company

remains a drop in the ocean from a global perspective (1.0% of Indian Infosys and 0.5% of Tata

Consultancy), and we look positively on its continued focus on expansion, even if it means that there

will be periods when margins suffer.

The fund has taken a small position in the Turkish company Logo. The company is Turkey's leading

ERP solution provider in the category of small and medium-sized companies and is the leading

player in Turkey's ambition to digitize smaller companies' accounting and invoicing. This is a good

example of when we find structural growth outside our traditional hunting grounds (low-income

and lower-middle-income countries) which has more to do with the nature of the business than the

economic phase the country is in. Digitizing the economy is an important area for emerging markets

in their efforts to reduce corruption and streamline tax systems. For the companies, there are

significant productivity gains to be gained through more efficient administration. Investment

opportunities in this type of business tend to emerge a little later in a country's growth journey and

the successful companies have 20-30 years ahead of them to try to replicate the growth that

companies such as Swedish Fortnox have historically achieved. Another portfolio company in the

same category, albeit in a different sector (fintech), we have Kazakh Kaspi.
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Important country news

In USD, Vietnam fell 1% during the month. Declining global economic activity has hit the country's

trade (both exports and imports) in the short term and negatively affected the population's

propensity to consume. However, the trade surplus for the first eight months of the year of USD

20.2 billion is the highest the country has ever shown, and both exports and imports have increased

for four months in a row up to August, something we have not seen since 2020. Committed foreign

direct investment increased for the fifth month in a row and rose during August by a whopping 54%,

albeit from a low base. Notably, China's committed FDI increased by 91% year-on-year in the first 8

months of the year, the highest growth since 2019. On September 10, US President Joe Biden will

visit Vietnam to discuss the countries' cooperation. A very odd event during August was when the

Vietnamese conglomerate Vingroup listed its electric car manufacturer VinFast through a SPAC

listing in the US (with less than 1% free-float). After just over three years of operation, the company

is expected to deliver just under 50,000 cars in 2023, and the product quality reviews have been (to

put it mildly) mixed. The company should have a maximum turnover of USD 200 million this year

and has been losing money for several years. The need for capital was probably the reason why

Vingroup was forced to sell its promising food retail chain to the Masan Group. At its highest during

the month, the company reached a valuation of close to USD 200 billion (!) only to end the month at

approximately USD 80 billion. For comparison, Chinese electric car maker BYD can be mentioned,

which manufactures just over 3 million vehicles, has a turnover of USD 23 billion, is profitable, and is

valued at just under USD 100 billion. We won't even go into the complexities of succeeding as a late

entrant in a capital and R&D-intensive industry that increasingly resembles a hornet's nest. We

thought these kinds of crazy SPAC stories were a thing of the past and are surprised that they are

still being repeated. Unfortunately, the losers are often retail investors who are drawn into

speculation tangles.
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Pakistan fell 11% during the month, after the substantial rise in July. During August, the incumbent

government handed over power to an interim government (on paper a politically neutral

constellation tasked with running the country until the election). Relatively immediately, however, it

emerged that they intend for the interim government to sit until sometime into 2024. The official

explanation is that they want the election to be based on the recent census, which they claim is

technically not ready. The decision has generated some criticism, primarily within the country.

Given that it is the head of the army who now takes the most important meetings with foreign

investors, we don't really see any practical difference. Easing of import restrictions meant the

country's current account slipped back into negative territory in August, and although inflation fell

to 27% (from 28% in July), the economic situation remains dire. The currency weakened a further

6% against the USD during the month, given increased imports and as a market-priced currency is

part of the agreement with the IMF. A positive surprise was that Pakistan's country weight in the

MSCI Frontier Index during the month increased from 0.6% to 2.9%. This happened due to changes

in MSCI's methodology to calculate index weights where greater focus is placed on liquidity, rather

than market capitalization. We think it is a wise decision and for Pakistan, it means that more index-

monitoring investors will find it harder to ignore the market, which remains historically undervalued

(the KSE100 index valued at P/E 3.7x on expected earnings for the full year 2023).

Sri Lanka rose 3% during the month. The central bank paused its interest rate cuts despite inflation

falling further to 4% year-on-year in August. Ongoing discussions regarding the privatization of

several state-owned companies were received positively, while we continue to await results from

the ongoing discussions with private owners of USD-denominated bonds.
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Prospects ahead

We have had a shaky year behind us where several of our traditional core markets had a hard time,

and our stock-picking in the largest markets (Vietnam and Pakistan) did not protect us. It is very

reminiscent of the period from spring 2018 until summer 2019. Given our long-term investment

horizon and very high active share, years like 2023 are unavoidable from time to time. Our average

annual excess return, after fees, taxes, and all other costs, is at about 4% per year since the start

just over 10 years ago. It is an acceptable added value delivered to our unitholders, and we hope

that we can increase this gap again going forward.

The headlines in the majority of our markets remain quite deplorable, but as an investor, you should

remember that equity markets are forward-looking. As a rule of thumb, the condition the equity

markets are in today tends to reflect the reality about 6 months later, and we do not see that our

markets will be in a worse condition in 6 months than they are today. Valuations remain low with an

average valuation for the portfolio at P/E 7.6x 2023 expected earnings and 6.5x for 2024. The exact

same portfolio (pro forma) was valued at 10.6x in 2020. It reflects the anxiety our markets have

gone through but also signals that only a slightly less pessimistic investment climate can provide a

fairly nice recovery, while also providing significant protection if the global investment climate

deteriorates further.

FIGURE 1: P/E RATIOS FOR OUR SUB-PORTFOLIOS AND THE FUND
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2020 2021 2022 2023E 2024E

Botswana 2.0 3.7 4.3 3.9 3.4

Bangladesh 14.4 11.6 10.1 9.5 8.6

Egypt 10.5 7.8 5.4 7.6 4.8

Indonesia 9.5 6.4 8.4 8.1 6.8

Kazakhstan 20.8 22.4 10.8 9.6 7.7

Morocco 51.6 42.5 31.1 28.8 25.5

Nigeria 3.9 3.3 3.0 2.7 2.3

Philippines 16.7 18.6 15.4 14.0 12.5

Pakistan 7.7 7.8 5.9 3.7 3.6

Sri Lanka 16.8 9.2 7.4 6.5 5.6

Vietnam 19.8 23.1 16.2 16.3 12.9

Fund 10.6 9.8 8.2 7.6 6.5



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% -4.1% -1.2% 8.4% -5.6% -3.4% -2.1% -2.6% -17.4%

2023 -4.5% -0.1% -5.4% 0.3% 3.4% -1.7% 6.8% -1.5% -3.3%

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
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RETURN* NAV (EUR) 1M YTD 1Y 3Y Inception

21.95 -1.5% -3.3% -16.0% 34.3% 82.5%

Benchmark 617.59 0.7% 10.0% -8.6% 18.0% 27.4%
* Fund returns calculated on SEK class converted to EUR in order to provide the longest possible data set.
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FACTS RISKS AND COSTS*
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LARGEST HOLDINGS WEIGHT COUNTRY P/E 23E P/E 24E YIELD

FPT Corp 9.7% Vietnam 20.6 16.8 2.2% 14.1%

Ree 8.0% Vietnam 10.0 9.2 2.1% -6.4%

Square Phar Ltd-Ord 7.6% Bangladesh - - - 2.0%

Systems Ltd 6.1% Pakis tan 9.8 8.4 2.3% -8.6%

Jsc Kaspi .Kz 5.1% Kazakhstan 11.4 9.2 6.5% 14.6%

Century Paci fic Food 4.7% Phi l ippines 17.5 15.1 1.6% 2.2%

Medikaloka Hermina TBK 4.4% Indones ia 38.5 29.3 0.3% -5.8%

Media  Nusantara 3.9% Indones ia 4.1 3.5 1.1% -16.2%

Airports  Corp Of Vietnam 3.9% Vietnam 21.9 18.2 1.2% -6.8%

GB Corp 3.7% Egypt 5.6 3.2 4.0% -5.3%

BEST PERFORMERS IN AUGUST RETURN (EUR) WORST PERFORMERS IN AUGUST RETURN (EUR)

Letshego Holdings  Ltd 20.2% AGP Limited -24.4%

Jsc Kaspi .Kz 14.6% National  Bank of Pakis tan -18.8%

FPT Corp 14.1% Logo Yazi l im -16.3%

As iri  Hospita ls 11.5% Media  Nusantara -16.2%

Windforce Ltd 11.0% Meezan Bank Ltd -13.3%

RETURN 1M 

(EUR)

Inception date 2013-04-02 Active risk (Tracking error) 10.6%

Pricing Dai ly Active share 88.7%

Manager Tundra Fonder AB Standard deviation 13.2%

Benchmark index MSCI FM xGCC Net TR (EUR) Standard deviation, benchmark 12.7%

ISIN SE0006789897 Beta 0.69

Bloomberg TUNDFRF SS Information ratio -0.02

IBAN Holdings 37

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 166.2 MEUR

EU SFDR Class i fication Article 8

* 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



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.

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.


