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WEAK END OF THE YEAR BUT REASON FOR OPTIMISM AHEAD

In USD the fund rose 1.2% (EUR: -0.3%) during December, compared to MSCI FMxGCC Net TR (USD),

which rose 3.4% (EUR: +1.9%), and MSCI EM Net TR (USD), which rose 3.9% (EUR:+2.4%). During the

month, the USD weakened by 1.5% against the EUR.

During a relatively quiet month, the only significant negative portfolio contribution came from

Kazakhstan (-0.5% absolute portfolio impact), where our holding in the fintech company Kaspi fell

10% in December. The largest positive contribution came from Vietnam (+0.7% portfolio

contribution), where both our consumer companies, Masan Group and Mobile World, rose more

than 10%. Among individual holdings, our second largest holding, Pakistani IT company Systems Ltd

was the largest negative contributor on the stock level (-0.5% portfolio contribution) as it fell 7%

during the month. Systems Ltd is one of our historically most successful holdings but has had a

tough time in 2023. The stock fell 29% (USD) in the year, compared to the KSE100 index which rose

24%. There are primarily two factors behind it: The company benefits from a weaker rupee as most

of the costs are in Pakistani rupees, and most of the income is in foreign currency. Since August, the

Pakistani rupee has strengthened by 10% vs the USD. The share thus did not keep up with the rest

of the market in the strong relief rally that began towards the end of the summer. The second factor

is pressure on operating margins, which is attributed to the company's international expansion. It

should also be said that despite the weak performance in 2023, the stock has given a total return of

404% in USD over the last 5 years, compared to the KSE100 index, which has fallen 17% during the

same period. The valuation has now come down to approx. 14x 2023's expected profit, with an

expected profit growth of approx. 20% in 2024. The company maintains its position as one of those

in the portfolio we believe in the most in the coming years, even if the execution will come in

phases.

Source: Unsplash, Pakistan
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2023 IN SUMMARY – A DIFFICULT YEAR, WITH SPARKS OF LIGHT

When we sum up the year, we note that for the third time in 11 years, we have not beaten our

benchmark. Whichever direction you as a manager choose, we believe it is important to have a clear

theme. Tundra's definition of frontier markets has always been and remains what the World Bank

defines as low-income and lower-middle-income countries. This is a group of countries we strongly

believe in long-term, and they deserve our patience given their superior long-term growth potential.

However, our thematic focus has been facing strong headwinds for almost two years now as several

of our countries have gone through their worst crises in over 30 years. In 2023, most other equity

markets produced higher returns. Underweight or lack of exposure in countries such as Romania,

Kazakhstan, Morocco, and Slovenia cost the fund 10% in relative returns versus our benchmark in

2023. But we have also had some problems with our stock selection during the year. Our position in

Media Nusantara has cost just under 3% in absolute and relative return during the year. A weak

advertising market, amplified by the local transition to digital boxes, has worsened their traditional

Free-to-Air advertising business, while investors have not been willing to attach any value to their

digital business, which is the main reason for our interest in the company.

We also had a weak year in Vietnam. After the very strong 2022 (30% excess return against MSCI

Vietnam), our sub-portfolio underperformed the index constituents by 5%, which at the portfolio

level cost 1.5% versus our benchmark. Although Pakistan recovered and closed the year in positive

territory, our sub-portfolio underperformed the index constituents by 4%, mainly due to weak

performance for Systems Ltd (see above). Our Sri Lankan portfolio performed well in 2023, rising

48% compared to 33% for the corresponding index constituents, adding just below 3% absolute and

relative return during the year. We also did well in Nigeria, where our sub-portfolio rose 20% while

the index constituents fell 22%. The positive return, despite the currency devaluing 53% vs the USD,

is a good example of our portfolio companies’ resilience in difficult times. This added 1.8% excess

return against our benchmark on the portfolio level.

Source: Unsplash, Sri Lanka
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PORTFOLIO COMPANIES’ PERFORMANCE - ONE STEP BACKWARD, TWO STEPS FORWARD

Greed and fear are key factors for short-term performance, but in the long term, share prices are

determined by profit growth (i.e., growth in cash flow generation). When we look at the financial

performance of our portfolio companies, we note that they have weathered the crisis very well

despite the worst possible conditions. For 2023, aggregate earnings for the shares we own in the

portfolio are expected to rise 4% to USD 24.1m, only 5% lower than 2021's record earnings, and for

2024 earnings are expected to grow by 16% to a new record level of USD 27.9m.

TABLE 1: PROFITS FOR THE FUND’S SUB-PORTFOLIOS AND THE FUND (MUSD)

Source: Bloomberg, Tundra Fonder

Source: Unsplash, Vietnam

MUSD 2020 2021 2022 2023F 2024F

Botswana 0.7 0.7 0.5 0.5 0.6

Bangladesh 1.6 2.0 1.8 1.5 1.6

Egypt 1.9 3.1 3.0 2.6 3.5

Indonesia 2.2 3.0 2.2 1.2 1.4

Kazakhstan 0.3 0.4 0.5 0.8 0.9

Morocco 0.1 0.1 0.2 0.2 0.2

Nigeria 2.8 2.9 2.7 2.9 2.4

Philippines 1.1 1.1 1.1 1.1 1.2

Pakistan 6.4 7.0 6.6 8.6 10.2

Sri Lanka 1.5 2.5 1.5 2.1 2.4

Vietnam 1.7 2.2 2.9 2.5 3.0

Turkey 0.2 0.2 0.2 0.3 0.4

Sum 20.5 25.4 23.2 24.1 27.9
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We have said it before, but it bears repeating – Equities are real assets. Currency movements can

have a negative impact in the short term, but competitive companies raise their prices and work

their way back to an acceptable return on invested capital. Companies need to plan for the future,

which means new investments in fixed assets, and ensuring the personal development of their

employees. Good companies thus recoup any lost margins relatively quickly. Our portfolio

companies have again demonstrated their resilience. What has impacted the fund during the last

two years is multiple contractions. Valuations have come down significantly due to investor

concerns. The table below shows how the companies' profits and valuations were impacted in 2022

and 2023, from profit generated in local currency, negative impact from devaluations, multiple

expansion or contraction, and how this boiled down to returns (in USD) for each sub-portfolio at the

country level.

TABLE 2: BREAKING DOWN CUMULATIVE PORTFOLIO RETURNS 2022-2023

As can be seen from the table, despite significant devaluations in several countries, the companies

have managed to keep up profits decently well in USD. What has driven the prices down is instead

that valuations have come down significantly. Most of our sub-portfolios have become significantly

cheaper. Valuations in Pakistan have fallen by 40%, in Vietnam by 24%, and in Kazakhstan (only one

company though) more than halved.

Source: Bloomberg, Tundra Fonder

Country
Local currency

EPS growth
FX appreciation 
/ (depreciation)

USD earnings
growth

Multiple expansion 
/ (contraction)

Equity 
return

Botswana -20% -12% -30% 12% -21%

Bangladesh -7% -21% -27% 0% -27%

Egypt 64% -49% -17% -7% -23%

Indonesia -58% -7% -61% 82% -30%

Kazakhstan 91% -5% 82% -52% -13%

Morocco 15% -6% 8% -23% -17%

Nigeria 121% -53% 3% -25% -23%

Philippines 9% -8% 1% -23% -23%

Pakistan 96% -37% 23% -40% -27%

Sri Lanka 30% -37% -18% -13% -29%

Vietnam 20% -6% 13% -24% -15%

Turkey 142% -55% 9% -19% -11%
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If we look at our current portfolio's historical valuation, at the end of 2020, it was valued at 10.4x

annual earnings and in 2021 at 9.5x annual earnings. For 2023 forecasted earnings, the valuation has

come down to 7.7x, and for 2024 forecasted earnings at 6.7x.

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

The years 2020 and 2021 were far from ideal years. We had then had just under 6 years of a rather

tough climate for smaller emerging markets behind us, and we were in a position where the longer-

term effects of COVID-19 were uncertain. Food and commodity prices began to rise in the spring of

2021, making investors gradually more nervous. The assumption that valuations can at least return

to these levels in the coming years thus seems realistic. Originating from 2023's expected profits,

this means an upside of 23-35% in the fund from current levels and 41-55% in 2024 based on

forecasted earnings. One can argue for the sensitive situation that several of our markets are still in.

There is a risk of more devaluations, continued subdued economic activity, and new risks may

surface of course. But given that our markets have just gone through the worst crisis they have been

through during the last 30 years, we have a recent outcome of actual impact on our portfolio

companies in a worst-case scenario, and the outcome is not that frightening. As investors in

emerging markets, and especially smaller emerging markets, one should always be prepared for

surprises, but the likelihood of another crisis as bad as the one we are now emerging from is

statistically low. Instead, post a severe crisis, there tend to be several relatively strong years, partly

because of corporates operating in a more favorable environment, but even more so the changing

perception of investors. Expectations are very low currently, whereas, in theory, they should be

higher than they have been for several years.

Source: Bloomberg, Tundra Fonder

2020 2021 2022 2023F 2024F

Botswana 2.0 3.7 4.3 4.2 3.6

Bangladesh 14.3 11.5 10.1 11.5 10.2

Egypt 10.5 7.8 5.4 7.3 5.5

Indonesia 9.5 6.4 8.4 11.6 9.7

Kazakhstan 20.8 22.4 10.8 10.8 8.8

Morocco 51.6 42.5 31.1 32.9 27.4

Nigeria 3.9 3.3 3.0 2.5 3.1

Philippines 16.7 18.6 15.3 14.3 12.6

Pakistan 7.1 7.3 5.5 4.3 3.7

Sri Lanka 16.8 9.2 7.4 8.0 6.9

Vietnam 18.5 21.5 14.8 16.3 13.5

Turkey 29.2 16.3 19.4 13.2 7.8

Fund 10.4 9.5 8.0 7.7 6.7



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% 0.6% -3.8% 5.2% -0.8% -2.3%

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

22.19 -0.8% -2.3% -2.3% 8.8% 84.5%

Benchmark 607.55 1.9% 8.2% 8.2% 2.7% 25.4%
* 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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FACTS RISKS AND COSTS*
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Botswana

LARGEST HOLDINGS WEIGHT COUNTRY P/E 24E P/E 25E YIELD

FPT Corp 8.6% Vietnam 15.7 12.9 2.3% 2.9%

Square Phar Ltd-Ord 7.3% Bangladesh 8.9 7.8 5.0% -1.0%

Ree 7.0% Vietnam 8.8 8.5 2.4% -2.1%

Systems Ltd 6.4% Pakis tan 10.7 8.7 1.7% -8.5%

GB Corp 4.7% Egypt 3.2 2.6 3.9% 0.3%

Century Paci fic Food 4.5% Phi l ippines 17.5 15.8 1.2% 0.5%

Medikaloka Hermina TBK 4.4% Indones ia 35.9 29.7 0.4% 0.8%

Meezan Bank Ltd 4.4% Pakis tan 3.0 3.5 10.8% 3.8%

Interloop Ltd 4.1% Pakis tan 4.3 3.3 6.5% 6.9%

Jsc Kaspi .Kz 4.0% Kazakhstan 8.0 6.5 7.3% -11.2%

BEST PERFORMERS RETURN (EUR) WORST PERFORMERS RETURN (EUR)

Mobi le World Investment Corp 9.4% Jsc Kaspi .Kz -11.2%

Masan Group Corp 9.0% Logo Yazi l im -10.0%

Interloop Ltd 6.9% Systems Ltd -8.5%

Meezan Bank Ltd 3.8% Guaranty Trust Holding -8.0%

Sampath Bank Plc 3.4% Cargi l l s  (Ceylon) Plc -7.3%

RETURN 1M 

(EUR)

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

Pricing Dai ly Active share 89.1%

Manager Tundra Fonder AB Standard deviation 13.5%

Benchmark index MSCI FM xGCC Net TR (EUR) Standard deviation, benchmark 13.2%

ISIN SE0006789897 Beta 0.71

Bloomberg TUNDFRF SS Information ratio 0.05

IBAN Holdings 38

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 168.1 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.


