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THE FUND OUTPERFORMED DURING A ROUGH MONTH

In USD, the fund fell 1.9% during the month (EUR: +0.6%), compared to MSCI FMxGCC Index Net TR

(USD), which fell 3.9% (EUR: -1.4%), and MSCI EM Net TR (USD), which fell 2.6% (EUR: -0.1%). During

a turbulent month, positive contributions were limited to Pakistan and the Philippines. Our Pakistan

sub-portfolio rose 6% during the month and contributed 0.9%-points to the fund's absolute return.

The Pakistani rupee strengthened 6% against the US dollar during September after Pakistani

authorities cracked down on currency smuggling and signaled that elections will be held in January

2024. Textile company Interloop, whose competitive advantage primarily is its well-developed

sustainability framework, rose 31% during the month after another strong set of results.

In the Philippines, our holdings in Century Pacific Foods (long shelf-life foods) and Puregold (grocery

chain) rose by 4% each. Century Pacific shares were included in local indices during the month while

Puregold rose on hopes of gradually improving consumer demand after two tough years. Despite

growth being in line with our expectations (8-10% per year), Puregold has had difficulty attracting

investors, given continued weak investor interest in the Philippines. The stock now trades at a P/E of

8.7x on 2023 expected earnings, compared to 19.7x on average over the past ten years and 14.8x

over the past five years. It can be compared with Swedish Axfood, which has a similar local market

position in Sweden (one of the three largest grocery retailers). Axfood is valued at around 20x 2023

earnings and is expected to grow significantly slower (3-4% per year). The majority of Puregold's

business is explicitly aimed at Filipinos in the lowest income categories, which means that the

company's target market over time is expected to be the fastest growing.

The largest negative contributions during the month came primarily from Vietnam (-0.8%-points)

and Egypt (-0.7%-points). The Vietnamese stock market fell 10% during the month and was primarily

dragged down by the Vingroup companies (approx. 20% of the index, distributed among three

companies: Vingroup, VinHomes, and VinRetail) where the fund has no investments. Vingroup
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stocks came under pressure because of concerns about the group's unknown financing commitment

for the separately listed EV manufacturer VinFast (see previous monthly newsletter). We met

Vingroup and VinFast during our recent trip to Vietnam (see more below). Our Vietnamese sub-

portfolio fell 3% during the month. The biggest negative contributor was the IT company FPT Corp,

which fell 5% during the month. However, it must be put in relation to the share's rise of 38% (USD)

since the turn of the year. In Egypt, two of our holdings, GB Corp (fintech and automobile) and

Juhayna (dairy and juice) fell 11% and 13%, respectively, after a couple of months of strong

performance.

IMPRESSIONS FROM OUR TRIP TO VIETNAM

We are just back after a week in Vietnam, where we visited Hanoi (the capital) and Ho Chi Minh City

(the country's main business hub). We met our largest portfolio companies but also a number of the

country's leading companies in various sectors, as well as representatives from both the central

bank and the stock exchanges. Based on economic statistics alone, Vietnam (with the exception of

raw material exporting Indonesia) is one of our markets that coped best with Covid-19 and the

subsequent inflationary shock. Growth fell from a steady 6-8% in the years 2013-2019 to below 3%

in 2020-2021, but then recovered to 8% in 2022. Unlike most emerging markets, inflation remained

relatively modest and came in at just over 3% in 2022. The Vietnamese currency, the Dong, has

been one of the most stable emerging market currencies, depreciating only 4% against the US dollar

over the past three-year period. A beacon of stability compared to countries such as Bangladesh,

Egypt, Pakistan and Sri Lanka.
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Behind the economic statistics, however, the picture has been more complex. Vietnam's high

economic activity and good access to capital have meant a strong expansion of credit to the real

estate sector, and consumer credit is also significantly more common in Vietnam than in any of our

other countries. About 7 million Vietnamese (7% of the population) have a stock account with some

broker. It is more than 10x higher than in any of our other markets. Leverage is available, and

common. The country has an unusually high level of trade (exports and imports together are roughly

200% of GDP with a certain trade surplus). Exports from foreign companies with operations in

Vietnam make up roughly 70% of total exports and investments continue. Vietnam remains one of

the countries that benefit from the so-called reshoring trend, i.e., foreign companies' production

that is reallocated from other countries (primarily China as of recent). However, the slowdown in

global demand has meant that the number of overtime hours has decreased for Vietnamese

workers. This has affected their ability to consume. In addition, the higher interest rates, especially

in 2022, have meant higher interest costs and less room for consumption. The equity market's 30%

decline in 2022 was also a blow to the part of the population that invests in the equity market.

During 2021 and 2022, several lending scandals and corruption problems emerged in the real estate

sector, which created concern and limited the opportunities for real estate companies to finance

themselves outside the banking sector.

The Vietnamese Dong has experienced some pressure. Vietnam's relatively low deposit rates (from

an emerging market perspective) have meant that more capital from the foreign companies on site

has been repatriated (brought home) to be invested at higher interest rates in other countries. Thus,

the central bank is currently in a dilemma. To keep private consumption up, lower interest rates are

needed, which could also be justified by the more modest inflation, but at the same time, the low

(relative) interest rate risks weakening the currency, creating anxiety among the population, and

ultimately raising inflation. Many Vietnamese still remember the period 2008-2011 when inflation in

two waves reached 20% and the dong over a three-year period weakened 25%. The country does

not want to risk ending up there again.
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Vietnam's tremendous economic progress, including its ability to attract international capital, over

the past ten years makes the country relatively unique. It has taken the step into the global economy

and is moving forward faster than any of our other markets. With this integration, however, there

are also periods when you get to taste the flip side of the coin, the increased influence of external

factors. Vietnam remains in a structural growth phase with the continued inflow of foreign

investment. We also like the awareness of the need to invest in human capital and to create more

sustainable competitive advantages, in a similar way that South Korea and Taiwan have succeeded. A

country that wants to go all the way to a high-income country must constantly develop, and the local

companies must follow the development. The way Vietnam has dealt with the corruption scandals

and the problems in the real estate sector also shows the ability to quickly take measures that

stabilize difficult situations. In the short term, however, Vietnam finds itself in a dilemma where it

must act with caution and with consideration of global developments, not least global interest rate

developments.

COMPANY MEETINGS IN VIETNAM

On the trip, we met our portfolio companies and several of the larger listed companies in various

sectors. In general, they described the current economic situation as a continued subdued level of

activity, but with gradual improvements going forward. As always, it is about which sector they

operate in and to what extent the companies have been affected by the somewhat tougher climate

of recent years.

IT company FPT, which is the fund's largest position, has had a good year. The share price is up 38%.

Declining demand locally for IT services has been compensated by increased demand abroad,

especially from Japan. REE Corp, which is the fund's second-largest position, has also fared well. The

development of renewable energy is a structural trend that is only marginally affected by declining

economic activity. An important customer category for their solutions in rooftop solar panels is

foreign companies that operate in industrial parks. Demand from these customers remains strong.

REE also has a group of properties located not far from Ho Chi Minh City’s current airport, where

during the year, it primarily worked on completing its latest office building (E-town 6). Upon

completion, it will become one of the three largest owners of commercial real estate in the city. The

vacancy rate has increased from 1-2% to 3-4%, but they are now seeing a stabilisation. The new

property should be completed by the end of the year and the company expects 80% occupancy

before the end of 2025.
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One of the more memorable visits was when we visited EV manufacturer VinFast's production

facility in Haiphong (on the coast, 1.5 hours outside of Hanoi). The factory is twice the size of Tesla's

first factory and has the capacity to produce 300,000 cars a year (this year around 50,000 cars are

expected to be sold). The level of ambition is high, the factories are equipped with the absolute

latest technology, including a high degree of robotization. We got to test drive the latest models and

those with longer experience with other EV manufacturers (including Tesla) said that the cars stood

up well to the competition. However, the question you must ask yourself is the group's financial

strength. Enormous investments are required to fulfil the company's ambition to become a major

car manufacturer, and branding is very important. Will car buyers in the next few years be prepared

to pay almost as much for a VinFast car as they are for a Mercedes or a Tesla? The uncertainty

surrounding financing has hit the parent company Vingroup (owns 49% in VinFast) hard. It is

fantastic to see the level of ambition that is being shown, but from a crass investment perspective,

we find it difficult to be convinced. VinFast was listed through a SPAC listing in the USA in August

2023 and initially reached insane valuation levels of almost USD 200 billion. End of September, the

market capitalization was USD 28.8 billion. It is important to put each company in context. Even this

valuation requires that the company sells approx. 1 million cars (20x more than expected for 2023),

shows profitability in line with Tesla (approx. 10% net margin) and is valued at P/E 10x (note: Both

BMW and Ford are valued at just above P/E 6x and are showing net margins of 4-7%). One should

also not forget the need for investment that would entail tripling one's production capacity. It is of

course not impossible that the project will ultimately be profitable for the investors, but the odds

are not in their favor. The upside risk is that the company somehow succeeds in persuading new

investors to invest in the project at current or even higher valuations, or that it receives government

support to realize it. None of these options are completely unrealistic, but not nearly enough for us

to consider an investment.
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HOW ARE OUR PORTFOLIO COMPANIES FARING?

We continue our quarterly update of the profit development in the portfolio companies, where the

purpose is to illustrate the difference between price development and actual fundamental

development in the companies we own (See monthly newsletter of March and June for

background). The image below shows the fund's profits distributed at the country level (each owned

share x profit per share). To calculate the P/E ratio for the fund as a whole, the portfolio NAV

(MUSD 175.6 ex cash per 30/9) is then divided by the fund’s total earnings, i.e., the expected P/E

ratio for 2023 is 7.4x (175.6 / 23.8 = 7.4). Table 1 below illustrates the historical profit development

for the current portfolio (i.e., current number of shares, back to 2020). Here you can also

understand the sensitivity to changes in estimates in individual markets. For example. a 10% drop in

earnings in Vietnam would cause the portfolio's P/E ratio valuation to rise from 7.4x to 7.5x, while a

corresponding fall in Pakistan would see the valuation rise to 7.6x.

TABLE 1: PROFITS FOR THE FUND’S SUB-PORTFOLIOS AND FOR THE FUND (MUSD)
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USD, mln 2020 2021 2022 2023 2024

Botswana 0.7 0.7 0.5 0.5 0.5

Bangladesh 1.6 2.0 1.8 1.8 2.1

Egypt 1.9 3.1 3.0 1.6 2.2

Indonesia 2.2 3.0 2.2 1.9 2.2

Kazakhstan 0.3 0.5 0.6 0.8 1.0

Morocco 0.1 0.1 0.2 0.2 0.2

Nigeria 2.8 2.9 2.7 2.8 2.4

Philippines 1.1 1.1 1.1 1.1 1.3

Pakistan 6.5 7.1 6.7 8.1 9.4

Sri Lanka 1.5 2.5 1.5 2.1 2.4

Vietnam 1.7 2.3 2.9 2.7 3.4

Turkey 0.2 0.2 0.2 0.3 0.5

The fund 20.6 25.5 23.4 23.8 27.6

Source: Unsplash, Vietnam



TABLE 2: CHANGES IN EARNINGS ESTIMATE (USD) SINCE JUNE 30TH

Note: The table shows what forecasted profits 2023 for the fund's holdings compared to the previous

year looked like at the end of June and the end of September, i.e., in June full-year 2023 profits were

expected to decline by 2% for the aggregated portfolio, while profits for our Pakistan holdings were

expected to increase by 2%, in September the 2023 estimate had been revised up to +21% for our

Pakistan holdings, and +2% for the aggregated portfolio.

The table above shows how the estimates have changed since the previous measurement (June 30).

At the portfolio level, the profit estimate has been adjusted up 4%-points since June 30th, from -2%

to +2%. A lot has happened in individual countries. Profit estimates for our holdings in Pakistan have

been adjusted upward significantly, mainly due to the banks' higher profitability in the current high-

interest rate environment. For 2023, the market is probably right, but it is likely to be optimistic to

adjust the 2024 estimates as well, given the higher base effect for 2023. However, the adjustments

in Pakistan are a useful reminder that negative headlines are not always reflected in companies'

earnings.
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2023 est. 30/6 2023 est. 30/9 2024 est. 30/6 2024 est. 30/9

Botswana -3% -4% 17% 17%

Bangladesh 4% 2% 17% 19%

Egypt -41% -46% 33% 33%

Indonesia 22% -14% 10% 19%

Kazakhstan 34% 31% 21% 24%

Morocco 11% 4% 14% 13%

Nigeria -26% 3% 13% -13%

Philippines 10% 7% 11% 12%

Pakistan 2% 21% 11% 16%

Sri Lanka 50% 37% 18% 15%

Vietnam -5% -8% 23% 26%

Turkey n/a n/a n/a n/a

The fund -2% 2% 16% 16%

Source: Unsplash, Vietnam



Estimates among our Nigerian holdings have also been revised up significantly following the half-

year reports that showed large trading gains in the wake of the devaluation, however, the market

(probably correctly) does not expect the gains to be sustained, as reflected in the changes to

estimates for 2024. The earnings estimate in Indonesia has been revised down significantly, mainly

due to major downward revisions in estimates for Media Nusantara (3% of the portfolio) following

their weak half-year results. Similarly, estimates in Sri Lanka have been revised down from

previously very high estimated 50% earnings growth. For 2024, the estimates are unchanged at the

portfolio level, although the expected higher base for 2023 is carried forward.

TABLE 3: P/E RATIOS FOR OUR SUB-PORTFOLIOS AND FOR THE FUND

HOW ARE OUR PORTFOLIO COMPANIES FARING?

Lastly, we look at the valuations for 2023 and 2024, which are basically unchanged since 30/6 (then

P/E 7.5x and 6.4x, respectively). This is explained by the fact that the fund has risen 2.8% in USD

since the previous quarter’s change. We note that the current portfolio held at the end of the

quarter was valued 29% higher (P/E 9.5x vs. 7.4x) at the end of 2021 and 41% higher (10.4x vs. 7.4x)

at the end of 2020. Expectations are thus still low, which in a positive scenario should mean an

upside from higher multiples and in a worse scenario provides good protection on the downside.
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2020 2021 2022 2023 2024

Botswana 2.0 3.7 4.3 4.2 3.6

Bangladesh 14.3 11.5 10.1 9.2 7.8

Egypt 10.5 7.8 5.4 8.2 6.2

Indonesia 9.5 6.4 8.4 7.3 6.1

Kazakhstan 20.8 22.4 10.8 11.2 9.0

Morocco 51.6 42.5 31.1 29.5 26.1

Nigeria 3.9 3.3 3.0 3.0 3.4

Philippines 16.7 18.6 15.4 13.9 12.4

Pakistan 7.1 7.3 5.5 3.5 3.0

Sri Lanka 16.8 9.2 7.4 8.0 7.0

Vietnam 18.5 21.5 14.9 16.7 13.2

Turkey 29.2 16.3 19.4 13.5 6.6

The fund 10.4 9.5 8.0 7.4 6.4

Source: Unsplash, Vietnam



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

2013 2.8% 6.6% -6.2% 6.2% -4.6% 1.7% 2.3% 3.9% 5.5% 16.9%

2014 2.4% -2.3% 4.0% 4.4% 3.8% 0.9% 1.3% -2.5% 0.1% -3.4% -0.6% -1.7% 7.9%

2015 -3.1% -0.5% -2.8% 4.4% -1.6% -0.7% -1.4% -3.0% -3.4% 4.3% -2.7% -1.6% -11.8%

2016 -5.8% -2.3% 1.7% 1.1% 4.5% -0.2% 2.8% 4.1% 2.0% -1.3% -0.7% 0.4% 6.3%

2017 2.5% 2.1% 3.0% 2.5% 2.2% 1.8% -0.8% 0.7% 3.1% 0.6% 4.5% 1.2% 25.9%

2018 10.1% -1.4% 2.2% -0.7% -8.2% -2.4% -2.1% -1.0% -2.2% -4.2% -2.2% -3.6% -15.6%

2019 3.5% 1.6% -2.0% -2.6% -3.7% -2.8% -1.0% 0.0% -0.4% 1.7% 7.9% -0.4% 0.9%

2020 0.3% -6.9% -23.0% 12.8% 6.4% 3.2% 3.1% 8.4% 3.7% 4.6% 10.3% 7.6% 28.2%

2021 4.0% 0.5% -0.6% 1.0% 6.6% 4.0% 2.3% 1.9% 1.8% 1.7% -0.8% -0.3% 24.2%

2022 -1.3% -1.5% -5.3% -0.1% -4.9% -6.8% -3.5% 6.7% -7.8% -2.2% 2.8% 0.3% -22.1%

2023 -3.1% -2.1% -3.1% 1.2% 0.5% 0.4% 8.0% -3.2% -1.9% -3.7%

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 (USD) 1M YTD 1Y 3Y Inception

Tundra Sustainable Frontier D 23.37 -1.9% -3.7% -3.0% 15.7% 51.5%

Benchmark 644.06 -3.9% 7.3% 6.2% 3.1% 3.6%
* Fund returns calculated on SEK class converted to USD in order to provide the longest possible data set.
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LARGEST HOLDINGS WEIGHT COUNTRY P/E 23E P/E 24E YIELD

FPT Corp 8.7% Vietnam 19.6 15.9 2.4% -5.0%

Ree 8.2% Vietnam 9.6 8.4 2.1% -0.4%

Square Phar Ltd-Ord 7.7% Bangladesh 9.6 8.5 5.2% -2.0%

Systems Ltd 6.2% Pakis tan 9.8 7.7 2.2% -2.4%

Jsc Kaspi .Kz 5.0% Kazakhstan 11.2 9.0 6.8% -4.9%

Century Paci fic Food 4.4% Phi l ippines 17.9 15.5 1.4% 3.5%

Medikaloka Hermina TBK 4.1% Indones ia 41.2 32.2 0.3% -8.0%

Airports  Corp Of Vietnam 3.9% Vietnam 21.5 17.9 1.2% -1.2%

Media  Nusantara 3.7% Indones ia 3.8 3.2 1.2% -8.9%

GB Corp 3.4% Egypt 5.7 4.2 4.9% -11.2%

BEST PERFORMERS IN SEPTEMBER RETURN (USD) WORST PERFORMERS IN SEPTEMBERRETURN (USD)

Interloop Ltd 30.7% Juhayna Food Ind -12.8%

Stanbic IBTC Holdings  Plc 22.7% GB Corp -11.2%

National  Bank of Pakis tan 15.2% Media  Nusantara -8.9%

AGP Limited 9.5% Medikaloka Hermina TBK -8.0%

Adamjee Insurance Co Ltd 7.5% Masan Group Corp -7.3%

RETURN 1M 

(USD)

Inception date 2013-04-02 Active risk (Tracking error) 10.5%

Pricing Dai ly Active share 90.2%

Manager Tundra Fonder AB Standard deviation 12.5%

Benchmark index MSCI FM xGCC Net TR (USD) Standard deviation, benchmark 14.1%

ISIN SE0005222346 Beta 0.62

Bloomberg TUNDFRU SS Information ratio 0.03

IBAN SE4750000000058648209552 Holdings 38

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

Custodian SEB Management fee/year ** 2.5%

Auditor PWC AuM 176.2 MUSD

Share classes  currencies SEK, USD, EUR, NOK Dividend No dividend

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.

FACTS RISKS AND COSTS*



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.


