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Monthly Update October 2020
Tundra Sustainable Frontier Fund

FUND PERFORMANCE

In USD the Fund rose 4.6% (EUR: +4.6%) in October,
compared with MSCI FMxGCC Net TR (USD) which
rose 1.7% (EUR: +1.7%) and MSCI EM Net TR (USD)
which rose 3.6% (EUR: +3.6%). The last trading day
for October was the 29th. Good stock selection in
Vietnam and Pakistan accounted for about half of
the excess return during the month. Lack of
holdings in Romania and Slovenia also contributed
positively. Negative contributions were received
from Bangladesh and Sri Lanka where we saw profit
taking after a couple of months of strong
development and, in Sri Lanka's case, an increase in
the number of COVID-19 cases (from low levels
should be added). 15 of our portfolio companies,
corresponding to approximately 45% of the Fund's
assets, have now reported their results for the third
quarter (calendar year) 2020 (see Table 1). The
median increase in earnings per share and sales was
13% and 10% for the first nine months of the year,
compared with the same period in 2019. For the
third quarter in isolation, the increase in earnings
per share and sales was 63% and 21%, respectively.

far. Traditionally, these companies are quick to
report and both countries have handled the COVID-
19 crisis relatively well. Pakistan is also recovering
from a couple of tough years of economic crisis,
which means a low comparable base. However, it is
clear that the companies in our markets have so far
coped with the COVID-19 crisis significantly better
than in most developed markets. Among the
winners during the month was Vietnamese Masan
Group. In a report filled with items affecting
comparability, we conclude that the margin
development in their newly acquired food chain
VCM was significantly better than expected. In
addition, the share was lifted by the restructuring of
their smaller mining business, where Japanese
Mitsubishi is let in as a partner. Possibly a first step
towards the divestment of this somewhat odd
business in the otherwise consumer-focused
company. Worth highlighting was also our largest
holding, Pakistani Systems Ltd, results. Systems
increased earnings per share by more than 50%
compared with the corresponding period in 2019.

Figure 1: Growth in earnings per share and revenue (y-o-y)

3020 vs 3019 9mM20 vs 9M19

Company Country  Sector EPS Rev. Chg EPS Revenue

Abbog Labs Pakisian Heathcare 272% 2% 302% 12%
AGP Pakistan Heathcare 28% 0% 10% 8%
Lucky Cement Pakisian Materialks 242% 68% 4% 2%
Adamjes (nsurance Pakistan Financiats -28% 15% 21% 5%
Bank Alialah Pakisian Financiaks 00 3% 00 10%
Nagonal Bank of Pak Pakistan Financiats 111% 08% or% 4%
Brac Bank Bangladesh Financiaks 7% 1% -20% -3%
Systems Lid Pakistan Technology 5% 33% 28% 28%
Stanbic Nigeria Migeria Financiaks 2% 2% 13% 10%
Shezan Pakistan Consumer siaples 963% -18% 22T% -14%
Meezan Bank Pakisian Financiaks 63% 3% 65% 43%
Asiri Hospitals SriLanka  Heafthcare 176% 14% -59% -1%
FET \ienam Technology -4%% 6% 7% 8%
Masan \ienam Consumer siaples -52% 125% -T6% 111%
Hoa Phat Group \ienam Materiaks 116% 64% 69% £1%
Median 63% 21% 13% 10%

Source: Bloomberg, company reports

As can be seen from the table, it is mainly Pakistani
and Vietnamese companies that have reported so

Despite significantly higher selling expenses, the
gross margin increased by 4%-points compared to

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.
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the second quarter. The fourth quarter will be
negatively affected by the stronger rupee (5%
stronger since the bottom at the end of August).
Although current growth rates will inevitably come
down, Systems Ltd remains the company in the
portfolio where we have the strongest long-term
conviction looking 5-10 years ahead. During the
month, we sold our position in Pakistani DG Khan
Cement. As our investors know we are not typical
investors in cyclical sectors. As Pakistan’s economy
further recovers, the valuation of DG Khan looks far
from stretched, but we note that we have had a
good run from the bottom and that the competition
for a place in the portfolio has intensified. During
the month, we also sold our position in Nigerian
United Bank of Africa. The background is the
company's reluctance to communicate and failure
to respond to our ESG forms despite repeated
attempts, through various channels, for a long time.
Instead, we have added two new holdings, one
from the Philippines and one from Indonesia. In the
Philippines, we have acquired the leading online
broker Col Financials. What we especially like about
the company is their vision to develop a complete
savings platform, not unlike Swedish Avanza. At
best, this is an "Avanza 20 years ago". At present,
there are about 300,000 customers (Avanza 1.3
million) in a country with just over 100 million
people (Sweden 10 million). A very important factor
behind Avanza's high margins is the income they
receive from fund retrocessions (on average, fund
companies pay about 50% of the management fee
to online brokers). These normally account for just
over 20% of Avanza's revenues (slightly lower in
2020 when brokerage revenues were unusually
high), while today they account for just over 1% of
Col Financial's revenues. Col Financials is also an
entrepreneurial company where the founder
remains active in the company. Given the limited
liquidity in the share, the position is relatively small
(around 1.5%) and we have taken the position with
a perspective of 10-20 years. Our second position is
in the Indonesian healthcare company Hermina
Hospitals. The company was started 35 years ago
and currently has 37 hospitals in operation.
Hermina started as a specialist in maternity care,
for which they still retain the leading position
among private healthcare companies. About 5
million children are born in Indonesia every year, of

which just under 2 million at home. As prosperity
and educational levels increase, the proportion of
women giving birth in hospitals has continuously
increased and will continue to do so. What we
especially like about the company, however, is their
partner model. Skilled specialist doctors who see a
demand in their hometown can contact the
company and together they build a new hospital
where the doctor becomes a partner. There are
then established valuation multiples when the
doctor one day wants to retire, where his/her
shares can be sold to the next generation of
doctors, or the company. Indonesia is a large
country with 270 million inhabitants, spread over
13,000 islands. Hermina's co-ownership program
gives them a great advantage in the continued
establishments as they are able to attract successful
doctors who know their areas well and have an
existing customer base. One of our criteria for an
investment is that we want to see that society
benefits from a company's success. This is because
it reduces the risk of unexpected changes in
regulations, something that is common in our
markets. Unlike most private hospitals, all of
Hermina's hospitals are connected to Indonesia's
relatively new health insurance system. This means
that the company helps the state to ensure access
to care for the entire population, and thus it is in
the state's interest that the company continue to
grow. The company has only been listed for 2.5
years and liquidity is still on the lower side. This
means the position is at this stage relatively small
(1.5% of the fund).

MARKET NEWS

MSCI FMxGCC Net TR (USD) rose 1.7% (EUR: +1.7%)
in October, compared with MSCI EM Net TR (USD)
which rose 3.6% (EUR: +3.6%) and MSCI World Net
TR (USD) which fell 2.0% (EUR: -2.0%). The last
trading day for the Fund was October 29, which
means that we use the same date for market
performance. This means the third straight month
in which frontier markets outperformed the world
index. The last time this happened was at the end
of 2018. As we have written on a number of
occasions, our markets have been run exclusively by
local investors who reallocate to the stock market
given falling interest rates. Foreigners have
remained sellers, but local investors, who normally

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.
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make up the majority of the activity, have had no  was handled with the results in hand, it is difficult
problems absorbing the flows. This is probably the to be too pessimistic.
reason why our markets have managed to show a
cautiously rising trend despite rather negative
developments in global stock markets.

In November, we have two important factors that
will impact global market development. Firstly, the
US presidential election. At the time of writing, the
election outcome is not definite, but the most
likely outcome appears to be that Joe Biden will be
the new president. As we have previously written,
we believe that a win for Biden could mean that
interest in emerging markets increases, given that
he is considered less nationalistic and less opposed
to globalization. Many investors in emerging
markets, including us, have expressed frustration
over the low level of interest and pointed out the
historically high valuation gap to developed stock
markets. As everyone knows, stock markets are
primarily driven by expectations but also hope and
anxiety. The latter two we sometimes refer to as
"sentiment". The US election is one such factor
that we believe may prompt institutional investors
around the world to reconsider their current
allocation to emerging markets.

The second factor is the rising number of COVID-19
cases worldwide. We have already seen strong
measures in Europe that will impact global demand
during the last two months of the year. Even
though our markets have so far been less affected
than developed markets, there is a risk that we will
also see similar measures here and that the
recovery in exports will slow down. That said, we
note a certain difference in the measures this time,
e.g. the handling of schools that in most cases
remain open. It is also reasonable to assume that
the world has learned some useful lessons and that
the impact, from an economic perspective, will be
somewhat less noticeable during this second wave.
Our markets did not have access to the fiscal
stimulus tools that the U.S. could release during
the first wave, but both in terms of impact to GDP
growth and corporate profits we can conclude they
generally have shown a strong resilience during the
crisis, exemplified by our portfolio companies so
far this year. We should see some negative impact
based on the likely lower global economic activity
at the end of the year. Given how well the spring

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.
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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.

NAV(USD) 1 month YTD 1year 3year Inception

Tundra Sustainable Frontier D 21.13 4.6% 8.0% 16.0% -2.7% 36.9%
Benchmark 635.20 1.7% -6.2% -5.0% -17.7% 2.2%
* Fund returns calculated on SEK class converted to USD in order to provide the longest possible data set.

The fund vs benchmark (since inception) The fund vs benchmark (YTD)
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Fund monthly performance
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 24%  -2.3% 4.0% 4.4% 3.8% 0.9% 1.3%  -2.5% 01% -34% -0.6% -1.7% 7.9%
2015 -3.1% -0.5% -2.8% 4.4% -1.6% -07% -14% -3.0% -3.4% 43% -2.7% -1.6%| -11.8%
2016 -5.8% -2.3% 1.7% 1.1% 4.5% -0.2% 2.8% 4.1% 20% -13% -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% 22% -0.7% -82% -24% -21% -1.0% -2.2% -42% -2.2% -3.6%| -15.6%
2019 3.5% 1.6% -2.0% -26% -3.7% -2.8% -1.0% 0.0% -0.4% 1.7% 79% -0.4% 0.9%
2020 03% -6.9% -23.0% 12.8% 6.4% 3.2% 3.1% 8.4% 3.7% 4.6% 8.0%

Source: Bloomberg, MSCI, Tundra Fonder

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.


https://www.tundrafonder.se/en/kategori/nyheter-en/

7

L

Monthly Update October 2020

Tundra Sustainable Frontier Fund D, USD

Sector allocation

B Cash and other 4%

M Financials 31%

B Information Tech. 19%
B Health Care 17%

M Consumer Staples 12%
B Consumer Disc. 7%

B Materials 5%

M Industrials 3%

& Communication Services 3%
[ Real Estate 1%

[ Utilities 0%

“ Energy 0%

Largest holdings Portfolio weight
Systems Ltd 8.9%
FPT Corp 7.6%
Meezan Bank Ltd 4.5%
Masan Group Corp 4.2%
Lien Viet Post Bank JSC 4.0%
Hoa Phat Group JSC 4.0%
Square Phar Ltd-Ord 3.5%
Beximco Pharmaceutical 2.9%
National Bank of Pakistan 2.9%
Zenith Bank Plc 2.6%
Best performers in October Return (USD)
Masan Group Corp 53.9%
Zenith Bank Plc 19.1%
Media Nusantara 16.8%
Hoa Phat Group JSC 15.9%
Systems Ltd 14.2%

Inception date 2013-04-02
Pricing Daily
Manager Tundra Fonder AB
Benchmark index MSCI FM xGCC Net TR (USD)
ISIN SE0005222346
Bloomberg TUNDFRU SS
IBAN SE4750000000058648209552
BIC ESSESESS
Custodian SEB
Auditor PWC

SEK, USD, EUR, NOK
* Risk indicators are based on monthly rolling 24 months of return

Share classes currencies

DISCLAIMER:

Country allocation

O

B Cash and other 4%
B Pakistan 25%

H Vietnam 25%

B Bangladesh 9%
H Egypt 9%

M Sri Lanka 9%

B Nigeria 8%

B Indonesia 4%

& Philippines 3%
& Morocco 2%

& South Africa 1%
X Botswana 1%

i Ghana 0%
 Uganda 0%

Return 1M
Country PIE20E P/E21E (USD)
Pakistan 18.3 17.3 1.2% 14.2%
Vietnam 11.5 10.0 3.8% 1.8%
Pakistan 6.8 8.3 5.1% 9.5%
Vietnam 113.0 42.7 0.0% 53.9%
Vietnam 9.2 7.8 - 9.7%
Vietnam 9.6 7.9 2.5% 15.9%
Bangladesh 12.4 11.6 2.4% -2.8%
Bangladesh 13.6 13.2 1.1% 0.4%
Pakistan 3.6 4.2 - 0.9%
Nigeria 34 2.9 12.8% 19.1%
Worst performers in October Return (USD)
Active Fine Chemicals Ltd -15.8%
Interloop Ltd -13.7%
Kido Frozen Foods JSC -8.7%
Hemas Holdings Plc -8.5%
Airports Corp Of Vietnam -7.8%

Risks and costs*

Active risk (Tracking error) 10.6%
Active share 86.8%
Standard deviation 22.8%
Standard deviation, benchmark 19.7%
Beta 1.02
Information ratio 0.11
Holdings 52
Risk level 5 of 7 (refer to KIID for more info)
Management fee/year 2.5%
AuM 164.9 MUSD
Dividend No dividend
data.

Source: Bloomberg, MSCI, Tundra Fonder

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.



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 Societa
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.



