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CONTINUED HEADWIND DURING THE MONTH OF MARCH

In USD, the fund fell 3.1% (EUR: -5.4%) compared to the fund's benchmark index MSCI FMxGCC Net

TR (USD), which rose 1.0% (EUR: -1.4%), and MSCI EM Net TR (USD) which rose 3.0% (EUR: +0.6%).

We lost 1.8% in Pakistan, where the sub-portfolio fell 10%, in line with the broader market. Further,

we also lost just under 1% each in Egypt and Indonesia, where our sub-portfolios fell 8% and 12%,

respectively. We received a 0.7% positive contribution from Sri Lanka, where the sub-portfolio rose

12% during the month.

In the middle of the month, the IMF approved a new loan program for Sri Lanka. This is after putting

together a comprehensive plan, which includes restructuring of the country's foreign debts and

parts of domestic debts, tax increases, and the abolition of subsidies, as well as a preliminary

restructuring plan for some of the country's state-owned companies. There are still some details

missing regarding how the restructuring of the country's domestic debt and bad loans may affect

the weak banks. More details will come in late April/early May. The negotiations with the IMF have

taken time but have also involved an unusually comprehensive plan that will likely be received

positively by foreign investors. Now that tourism is also on the way back, there are many indications

that Sri Lanka is beginning its recovery. Sri Lanka was the first of our countries to enter the crisis and

now appears to be the first country to emerge from the crisis. Both the stock and (especially) the

currency markets are among the world's best so far in 2023, but it is a long way back to more

normal valuations (see Figure 1). We are optimistic about the development of the coming years, not

least from a stock market perspective.

FIGURE 1: SRI LANKAN STOCK MARKET VALUATION (CSEALL INDEX) P/E-RATIO AND P/BV
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In Pakistan, negotiations with the IMF continue. These are likely to be made more complicated by

the troubled political climate where the current government is trying to negotiate with the IMF and

its bilateral lenders, while their credibility (internally as well as externally) is very low given non-

existent political support. The government's focus seems to be primarily to ensure that the former

Prime Minister Imran Khan is kept out of power, regardless of the cost to the country. This means

concerns regarding the autumn's scheduled elections will be delayed by the government are

partially justified. However, the situation in Pakistan is unique as compared to its history. There has

never been a party with such huge and wide support as Imran Khan's PTI. The party is particularly

strong among the young population. Every year, 3-4 million people are added to the eligible voter

pool, where almost everyone can read and follow what is happening in Pakistan and the rest of the

world. Even if something should happen to Imran Khan, it will thus be next to impossible to reverse

the political change that is taking place. Thus, after the current political farce ends, a strong and

sustained change may come, this time of a more permanent nature. Pakistan’s stock market has

more than discounted the current crisis, including a potential debt restructuring. Sri Lanka is a near-

term relevant example of an absolute worst-case scenario, where the economy was completely shut

down for a year. Pakistan is not there yet but has already discounted something significantly worse.

The trigger for a sustained turnaround in the stock market remains likely the announcement of new

elections, and the extremely low valuations mean that the subsequent rally could be strong.

However, it remains to be seen from which levels it takes place.

FIGURE 2: PAKISTAN STOCK MARKET VALUATION (KSE100 INDEX) P/E-RATIO AND P/BV
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WHAT IS UNDER THE HOOD?

Ten years ago, we started the Tundra Sustainable Frontier Fund. From the start, we have always

tried to be as transparent as possible about what we own, and why. This month we take another

step in this strive for transparency by publishing a quarterly update of the profit estimates for the

portfolio as a whole, and for the individual countries in which we have invested. It is our hope that

our investors will thus get a better picture of how the companies are actually doing and what the

valuation looks like. However, let's start by explaining the basics of this exercise.

HOW DO YOU CALCULATE THE P/E OF A FUND?

When we talk about P/E ratios for the fund, we use the so-called Harmonic P/E method. By

multiplying the profit per share by the number of shares held by the fund, you get the total amount

of profits for the fund as a whole. The fund’s net asset value is then divided by this amount. It may

sound complicated but is the only correct way to calculate a fund's P/E ratio. Let us explain why: Say

you own two companies in the portfolio, 100 shares in Company A, and 100 shares in Company B.

Price per share is USD 100 for both shares, i.e. you have invested the same amount in both

companies (total USD 20 000). Company A valued at P/E 10x (earning USD 10 per share), and

Company B is valued at P/E 20x (earning USD 5 per share). What is the P/E ratio for the portfolio?

Some would spontaneously say P/E 15x, i.e., 50% x P/E 10 + 50% x P/E 20. The correct answer,

however, is about 13.33x. Why? Well, because "your" profit based on the shares you own is a total

of 10 x 100 + 5 x 100 = USD 1 500, and USD 20 000 / USD 1 500 = 13.33. This is your share of the

profits these companies generate, and WHICH you are entitled to as a shareholder – the number of

shares you own times the profit each share generates. The easiest thing to do is to imagine yourself

in the scenario that you were the sole owner of both companies, which is what you assume when

calculating the value of a share. How big would your return be as a sole proprietor? Yes, USD 1 500.

What return do you get on the shares? 7.5%. If the P/E ratio were 15x, your return would be 1/15 =

approx. 6.7%, i.e. USD 1 333, which does not match up with reality.

HOW DO WE CALCULATE THE PORTFOLIO'S CORPORATE PROFITS?

We use official estimates to the extent it is possible. It gives a more neutral image and reduces the

risk of rationalization (when you change your reality so that it better coincides with how you’d like it

to be). For 10 of our 38 companies, estimates for 2023 are missing, or the estimates are
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undoubtedly incorrect. For 2024, the number of companies for which estimates are missing is 11.

When there are no official estimates, or the estimates are clearly incorrect, we use our internal

estimates.

Next, we need to take into account that we own companies from many different countries and the

shares are traded in different currencies. So all profits are converted into a common currency, US

dollars. To simplify comparisons between different years, we use exchange rates at the end of the

year (the standard is to use the average exchange rate). For 2023 and beyond, we use the current

exchange rate, i.e. we do not incorporate exchange rate assumptions. You can do that yourself,

however.

We also need to take into account that our companies have different financial years. Many Sri

Lankan companies' financial year end on 31/3, and most Pakistani companies end on 30/6. Some

companies use calendar years, just as is customary in Sweden. Our model recalculates all profits to

calendar years.

HOW CAN THIS BE USED?

In the long term, the companies' profit trajectory drives their share prices. Long periods may pass

when this is not the case. During market turmoil, investors become fearful and exit far below

fundamental values. In times of optimism, investors become greedy and push prices beyond what is

fundamentally warranted. However, the long-term price of a share always follows the earnings

trend. As long as the companies continue to grow, periods like today, where many investors are

afraid can be excellent periods to increase your investment. We hope the quarterly updates will give

you, as an investor, a greater understanding of how the companies are doing and allow a better

understanding of opportunities and risks ahead.

FIGURE 3: PORTFOLIO PROFITS (USD, mln)
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The fund assets at the end of March 2023 were USD 174m. This means that the P/E ratio for the

current year is 7.1x. For 2023, we expect consolidated earnings to rise by 4% in USD. This takes into

account both Egypt's (7% of the portfolio) and Pakistan's (16% of the portfolio) local currency

devaluations against the US dollar in 2023 of 20% each. This figure can also be broken down at the

country level to see where the profits are generated (see Figure 4).

FIGURE 4: PROFITS FOR THE FUND’S SUB-PORTFOLIOS AND FOR THE FUND (USD, mln)

Here you can see how our portfolio companies fared during a difficult 2022. With few exceptions,

most companies have reported their earnings and we have a somewhat fair picture of the outcome.

In Indonesia, portfolio profits decreased by nearly 30%, mainly because our healthcare company,

Hermina Hospitals, experienced a drop in earnings as they no longer treat COVID patients. As

expected, the profit decline in Sri Lanka (calculated in USD) was substantial, given that the currency

lost 45% against the dollar during the year. Despite a currency weakening of 22% against the dollar,

profits in our Pakistani portfolio companies fell by only 4%. This is because nearly 50% of our

exposure in the country comes from an IT company, which generates 85% of its total revenues in

foreign currency (mostly USD). Another 30% are banks that net profited from the higher interest

rates. The most profit increase in 2022 came from Vietnam, where our three largest exposures (the

IT company FPT, the largest listed renewable energy company Ree Corp, and the airport terminal

operator Airports Corporation of Vietnam) all showed significantly higher profits. For 2023, it is

mainly Egypt that is expected to have a difficult time. One reason for this is partly the exchange rate

loss (20% against USD so far in 2023) but also very low expectations for our largest holding, GB

Auto.

From a unitholder’s perspective, the data can also be used for stress testing if you have other

expectations. If you believe, for example, that Pakistan will devalue another 20% without the

companies managing to compensate in their pricing for this, then the portfolio profit falls by 6% and

the P/E ratio for 2023 rises to 7.7x and so forth. The idea is to update the profit estimate every
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quarter going forward so that you, as an investor, thus get a regular update on how the portfolio

companies are performing and how expectations change locally. Based on the values of our various

country portfolios, it is also possible to calculate P/E ratios per country, and we conclude in the table

below (Figure 5).

FIGURE 5: P/E RATIO FOR THE FUND’S SUB-PORTFOLIOS AND FOR THE FUND

Worth noting here is that historical P/E numbers, up to 2022, have been calculated based on the

share price at the end of each year and assume that the same number of shares were owned

throughout the period. For the fund as a whole, it can thus be noted that the valuation today is

roughly 20% lower than at the end of 2020 for the same holdings. Assuming that our estimates for

2023 are correct, the discount rises to roughly 30%. We also note that our portfolio companies in Sri

Lanka at the end of 2022 were valued at less than half of what was the case at the end of 2020,

likewise in Egypt. The generally low valuations can be explained by investors' concerns, and some of

our markets have continued uncertainty ahead. The profit estimates may thus come down further.

However, we have quite a decent amount of room for the profits to come down without our

markets becoming expensive from a historical perspective. And just as Sri Lanka showed (the

market bottomed about 1 year ago) reversals tend to come before the actual fundamental

improvements occur. Despite the weak start to the year, there is thus reason to be optimistic,

rather than pessimistic, about the value that can be generated from here.
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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.

Source: Bloomberg, MSCI, Tundra Fonder
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Tundra Sustainable Frontier Fund F, EUR

Fund monthly performance
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% -9.8%

Return* NAV (EUR) 1 month YTD 1 year 3 year Inception

20.49 -5.4% -9.8% -20.8% 59.4% 70.3%

Benchmark 567.22 -1.4% 1.0% -18.8% 25.7% 17.0%
* 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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Cash and other 3%

Vietnam 26%

Pakistan 16%

Philippines 10%

Bangladesh 9%

Indonesia 9%

Egypt 7%

Sri Lanka 7%

Nigeria 4%

Kazakhstan 4%

Morocco 3%

Botswana 1%

Cash and other 3%

Information Tech. 20%

Financials 18%

Health Care 15%

Consumer Staples 15%

Industrials 12%

Consumer Disc. 10%

Communication Services 5%

Utilities 2%

Energy 0%

Materials 0%

Real Estate 0%

Source: Bloomberg, MSCI, Tundra Fonder
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Sector allocation Country allocation

Monthly Update March 2023

Tundra Sustainable Frontier Fund F, EUR

Largest holdings Portfolio weight Country P/E 23E P/E 24E Yield

FPT Corp 9.2% Vietnam 14.0 11.7 2.7% -2.8%

Square Phar Ltd-Ord 8.1% Bangladesh 9.4 8.3 5.5% -3.8%

Systems Ltd 7.4% Pakis tan 13.8 9.9 1.6% -13.0%

Ree 7.3% Vietnam 10.0 8.8 2.2% -1.4%

Century Paci fic Food 5.1% Phi l ippines 16.3 14.3 1.7% -0.5%

Media  Nusantara 4.7% Indones ia 3.3 3.5 6.2% -9.7%

Airports  Corp Of Vietnam 4.5% Vietnam 24.1 22.1 1.1% -3.7%

Medikaloka Hermina TBK 4.4% Indones ia 34.8 27.3 0.3% -9.6%

Jsc Kaspi .Kz 3.9% Kazakhstan 8.9 7.3 7.4% -1.0%

Puregold Price Club 3.6% Phi l ippines 9.6 8.5 1.8% -1.2%

Return (EUR) Worst performers in March Return (EUR)

Sampath Bank Plc 19.8% Cairo Invest. & Real  Estate -22.4%

Cargi l l s  (Ceylon) Plc 14.5% National  Bank of Pakis tan -18.9%

Hemas  Holdings  Plc 10.1% Adamjee Insurance Co Ltd -18.9%

Ceyl inco Insurance-Non Voting 8.3% GB Auto -16.5%

Windforce Ltd 5.0% Beximco Pharmaceutica l  GDR -15.9%

Return 1M 

(EUR)

Best performers in March

Facts Risks and costs*

Inception date 2013-04-02 Active risk (Tracking error) 11.5%

Pricing Dai ly Active share 89.0%

Manager Tundra Fonder AB Standard deviation 13.9%

Benchmark index MSCI FM xGCC Net TR (EUR) Standard deviation, benchmark 13.1%

ISIN SE0006789897 Beta 0.67

Bloomberg TUNDFRF SS Information ratio 0.08

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 159.6 MEUR

EU SFDR Class i fication Article 8

SE4450000000058648209218

* Risk indicators are based on monthly rolling 24 months of return data.

** The management fee includes variable custody fees, audit, legal and marketing expenses.



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.


