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Monthly Update January 2024
Tundra Sustainable Frontier Fund

NIGERIA WEIGHS DOWN A POSITIVE MONTH

In USD, the fund fell 2% (EUR: -0.3%), compared to the MSCI FMxGCC Net TR Index (USD), which
rose 0.8% (EUR: +2.5%). We lost around 2% in the short term in Nigeria, where the Naira was
devalued by 40% (read more below). In addition to Nigeria, we lost 90 basis points (bps) in
Indonesia, where primarily our healthcare company, Hermina Hospitals, had a weak month. Further
we lost 90 bps in Pakistan, where one of our largest holdings, Systems Ltd, lost 6% during the
month. Positive contributions were received from Vietnam (60 bps), whereas Turkey, Bangladesh,
Philippines, and Egypt combined added approximately 1% in absolute return.

Source: Unsplash, Vietnam

Bangladesh held its election on 8th January. As expected, the election was won by the incumbent
Awami League, led by Prime Minister Sheikh Hasina. The election was preceded by extensive
protests against the incumbent government party, and the main opposition party, Bangladesh
Nationalist Party, chose to boycott the election. From a market perspective, we now have five years
until the next election, which increases the possibilities for somewhat tougher decisions. An
important one came on 18th January. After 18 months, the stock exchange removed the so-called
"floor pricing rule" for most of the listed shares. During this period there were restrictions on the
lowest price that individual shares could be traded at on the stock exchange (although buyers and
sellers could agree outside the stock exchange). Both of our relevant positions (Square Pharma and
Brac Bank) rose in good volume after the decision by 4% and 5%, respectively.

Pakistan is preparing for what will be a truncated election on 8th February. During the month,
former Prime Minister Imran Khan was sentenced to ten years in prison for allegedly leaking
classified information. Continued severe restrictions on Imran Khan's party, PTI, suggest that the
election will be won by the former ruling coalition, led by the PML-N, which appears to enjoy
continued support from the actual governing power - the military.

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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From a crass market perspective, this would mean a, for the time being, stable political situation,
which gives the many talented entrepreneurs in the country the opportunity to focus on their
businesses. The current, and likely future, government set-up reflects decently well what Pakistan
has looked like for the last 10 years.

There are two cemented misconceptions among foreign investors regarding investing in small
emerging markets. The first is the irrational fear of exchange rate movements (stocks are real
assets, meaning over time they compensate for devaluations), and the second is an overconfidence
in how the political set-up influences the fundamental performance of companies. Our experience is
that if you give companies a somewhat predictable business climate (good or bad), they will learn to
navigate this climate. Our positive attitude towards Pakistan has never been about how well the
country is managed by its politicians, but about what we see the companies delivering. Given that
India (after the USA) has been one of the world's most popular stock markets in the last decade, it
has become a good example country to compare with. In the last ten years, despite political and
economic crises, Pakistani companies have actually shown stronger profit growth than Indian
companies in US dollar terms (see Figure 1).

FIGURE 1: PAKISTAN (KSE100 INDEX) AND INDIA (SENSEX INDEX) CORPORATE PROFITS 2013-2023
(USD)
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While India has outwardly displayed political and economic stability, the headlines in Pakistan in the
same areas have been almost exclusively negative. This means that the equity market has not
followed the profit trend at all, which can be seen in the two graphs below (Figure 2 & 3) that
compare the equity markets in India and Pakistan relative to the respective profit generation for the
companies in the respective indexes (USD).

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
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FIGURE 2: INDIA'S STOCK MARKET (SENSEX INDEX) VS UNDERLYING CORPORATE EARNINGS
(INDEXED)
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FIGURE 3: PAKISTAN STOCK MARKET (KSE100) VS UNDERLYING CORPORATE EARNINGS (INDEXED)
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Corporate profits in India have risen 75% over the past ten years and have been rewarded with an
equity market return of almost 200%. During the same period, corporate profits in Pakistan have
risen 100% while the equity market has given a negative return. It shows how important it is for a
country to present a positive image to investors. Countries that, at least outwardly, can demonstrate
political and economic stability are rewarded. Countries that exhibit the opposite are weighed down
by investors’ pessimism until stability is reinstated. As investors, we must respect that optimism and
pessimism will always be an important factor for the short-term performance for equity markets,
sometimes even the medium-term performance. More important to remember, however, is that this
optimism or pessimism is based on an expected fundamental event (earnings trends), and at some
point, investors will evaluate their expectations against the actual outcome. Thus, we remain
positive on the equity market in Pakistan, which needs to rise approx. 100% to catch up with the
earnings trend and its average valuation over the past ten years (current P/E is 4.6x vs 8.7x in the 10-
year average), alternatively having very good protection on the downside in a more pessimistic
scenario.

TINUBU TAKES THE NEXT STEP IN NIGERIA

Nigeria's new president, Tinubu, came to power in the spring of last year, promising to end the
country's failed economic policies of parallel exchange rates and subsidized fuel prices. It started
promisingly with an immediate abolition of the fuel subsidies and a devaluation of almost 40%. The
former central bank governor was deposed. However, after several years of a non-functioning
foreign exchange market, both local and international actors were skeptical. The expected inflows
of foreign capital did not materialize, banks continued to build large net positions in US dollars and,
perhaps most importantly, inflows of remittances (capital from Nigerians residing abroad) continued
to occur through informal channels. In the limited trading that followed, the gap between the
"official Naira rate" and the black market widened again due to non-existent supply of foreign
currency. Tinubu is now making another attempt which includes forcing forex traders to set rates
that reflect the actual supply and demand picture. In doing so, he hopes that all inward remittances,

estimated at anywhere between 20-35 billion including informal channels per year (4-8% of GDP),
will enter through official channels again.

Source: Unsplash, Nigeria

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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At the same time, restrictions will be imposed on banks' net exposure to foreign currency. Although
it remains to be seen how Tinubu's new measures will work, we welcome the measures. A
functioning currency pricing is based on the premises that all natural flows of currency in the
economy go through official channels so that the entire capital balance is reflected in the exchange
rate setting. Tinubu's actions are aimed at restoring this.

For the equity market, as we said before: Shares are real assets. Sudden movements in exchange
rates can cause a short-term bump in the curve, but of course machinery and information systems
purchased abroad do not suddenly become 40% cheaper because the price the local currency is
assigned changes overnight. Entrepreneurs must base their calculations on replacement costs for
the assets they need in order to run their businesses. This means that they raise their prices, which
means that turnover and profits tend to adjust relatively quickly in line with currency movements,
something that historical data also shows (see Figure 4 & 5 below with examples from Pakistan,
Egypt, Nigeria, and Sri Lanka up to end of 2023).

FIGURE 4: PROFIT DEVELOPMENT VS EXCHANGE RATE DEVELOPMENT: PAKISTAN AND EGYPT
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Source: Bloomberg, Tundra Fonder AB
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FIGURE 5: PROFIT DEVELOPMENT VS EXCHANGE RATE DEVELOPMENT: NIGERIA AND SRI LANKA
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Nigeria has a number of lost years behind it, but as Africa's largest economy, it also has enormous
long-term potential if it starts taking action to rectify the situation. Despite two major devaluations
in the last five years, the equity market, in USD, has developed in line with our benchmark index and
the MSCI EM index. If Tinubu succeeds in getting the wheels rolling in the economy again, the
journey ahead could be interesting.

FIGURE 6: NIGERIA ALL-SHARE INDEX, COMPARED TO MSCI FMXGCC NET TR AND MSCI EM NET TR
(USD)
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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.

RETURN* NAV(USD) 1M YTD 1Y 3Y Inception
Tundra Sustainable Frontier D 24.08 -2.0% -2.0% 2.4% -7.6% 56.1%
Benchmark 677.49 0.8% 0.8% 7.7% -7.6% 9.0%

* 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% 55%( 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% -16% -07% -14% -3.0% -3.4% 43% -2.7% -1.6%| -11.8%
2016( -5.8% -2.3% 1.7% 1.1% 45% -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% -22% -42% -2.2% -3.6%| -15.6%
2019 3.5% 1.6% -20% -26% -37% -28% -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% 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% -08% -03%| 24.2%
2022 -13% -15% -53% -0.1% -49% -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% -32% -1.9% -3.6% 8.2% 0.7% 1.2%

2024| -2.0% -2.0%
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.
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SECTOR ALLOCATION COUNTRY ALLOCATION
Real Estate  0,0% Botswana [l 1,1%
Materials  0,0% Turkey [l 1,9%
Energy  0,0% Morocco [l 2.8%
Utilities [l 2.4% Nigeria [ 2,8%
Communication Services [l 2.6% Kazakhsta‘n I 1%
[+
industrials | 11.5% indonesta I 6.4%
] ! sritanka [N &3%
Consumer Disc. _ 14,0% Philippines _ 8,8%
Health Care | 4 6% Bangladesh | ©,1%
Consumerstaples |G 5, 1% Egyot | 10,3%

Financials |G s 0%
Information Tech. [ 1o 5%

Pakistan

I  19,0%
I 24,3%

Vietnam

Cash and other . 1,2% Cash and other . 1,2%
0% 5% 10% 15% 20% 25% 0% 5% 10% 15% 20% 25% 30%
RETURN 1M
LARGEST HOLDINGS WEIGHT COUNTRY P/E24E P/E25E YIELD (USD)
FPT Corp 8.7% Vietnam 16.4 13.6 2.4% -1.0%
Square Phar Ltd-Ord 7.8% Bangladesh 9.1 8.1 4.83% 3.6%
Ree 7.0% Vietnam 8.7 8.4 1.8% -2.0%
Systems Ltd 6.1% Pakistan 9.9 9.1 1.9% -6.4%
Century Pacific Food 4.8% Philippines 18.7 16.8 1.2% 5.0%
GB Corp 4.7% Egypt 3.2 2.6 4.5% -1.0%
Meezan Bank Ltd 4.5% Pakistan 2.8 3.3 10.5% 0.6%
Interloop Ltd 4.1% Pakistan 4.1 3.2 6.9% -3.0%
Jsc Kaspi.Kz 4.1% Kazakhstan 7.8 6.4 7.8% 0.0%
Airports Corp Of Vietnam 3.9% Vietnam 19.1 16.8 1.1% 16.5%
BEST PERFORMERS RETURN (USD) WORST PERFORMERS RETURN (USD)
Logo Yazilim 17.4% Active Fine Chemicals Ltd -24.9%
Airports Corp Of Vietnam 16.5% Medikaloka Hermina TBK -14.5%
Adamjee Insurance Co Ltd 8.3% National Bank of Pakistan -12.8%
Hemas Holdings Plc 5.4% Abbott Laboratories (Pak) Ltd -12.4%
BRAC Bank Ltd 5.3% Beximco Pharmaceutical GDR -12.4%
FACTS RISKS AND COSTS*

Inception date 2013-04-02 Active risk (Tracking error) 10.5%
Pricing Daily Active share 89.3%
Manager Tundra Fonder AB Standard deviation 14.2%
Benchmark index MSCI FM xGCC Net TR (USD) Standard deviation, benchmark 15.4%
ISIN SE0005222346 Beta 0.69
Bloomberg TUNDFRU SS Information ratio -0.15
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 182.1 MUSD
Share classes currencies SEK, USD, EUR, NOK Dividend No dividend

EU SFDR Classification 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.
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.



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.



