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NEW FRONTIERS EQUITY 
INVESTOR LETTER – Q4 2022  

Growth decorrelated from other Asset Class. This fund invests primarily in the stocks of companies 

domiciled in, or conducting most of their business in, the “Frontier Markets”. These are less developed and 

accessible than the emerging markets and include countries such as Kenya, Kuwait, Nigeria, Pakistan, Vietnam 

and others. Investment decisions are based on qualitative and quantitative analyses that in turn are based on 

regular assessments of investment flows on the general market and/or of individual companies in which the 

fund invests. 

For the year 2022, the fund delivered USD performance of -23.08%. That compared 

favourably with the fund’s benchmark index, the FTSE Frontier Index, which fell  

-29.72%. This means that the fund achieved an alpha of +6.64% over the year. 

2022 was expected to be a year of recovery. Russia’s aggression in Ukraine totally 

changed the framework. Prices for raw materials suddenly skyrocketed. This 

translated into difficult conditions for most of our lower-middle-class countries, 

where the majority of raw materials are imported, hard-pressing trade balances and 

local currencies. 

Good stock selection, however, helped ease the decline. For example, our Pakistani 

sub portfolio fell -12.47% compared to the relative market which had a -29.28% 

negative performance. In Vietnam, the fund’s biggest position, our stock selection had 

a -29.02% decline compared to the -39.15% of the market (see Figure 1 below). Our 

largest holding, consumer discretionary producer Phu Nhuan Jewelry managed to 

generate a positive return of +22.56% over the year. 

 

Figure 1: Our sub portfolios vs the relative Market Index 

 

Source: Bloomberg, Silk Invest 

 

Despite the relative uncertainty surrounding the beginning of 2023, we remain 

optimistic when it comes to our markets. There are three reasons for this. 

First, Frontier Markets are the best choice for those investors searching for value. P/E 

comparison with Emerging Markets is between one and two standard deviations 

lower than its historical average. Same when related to Developed Markets. From 
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Figure 2, it is clear that each time this kind of dislocation has occurred, Frontier 

Markets have found themselves on the spot for a rapid catching up. 

 

Figure 2: PE ratio FM vs EM and DM 

 

 

Source: Bloomberg, Silk Invest  

 

Secondly, the reorganisation of strategic supply chains, due to the still complicated 

relations between U.S. and China, could create new opportunities for most Frontier 

and small Emerging markets that are seen as natural alternatives to China. In areas 

such as consumer and industrial goods, countries like Vietnam, Bangladesh and 

Pakistan have definitely an edge considering their skilled and low-cost labour force. 

Last but not least, towards the end of 2022, one thing in particular caught our 

attention. The iShares MSCI Frontier and Select EM ETF has been the recipient of 

significative investment flows. The number of shares outstanding has almost doubled, 

going from 12.85 million as of November 1st to 22.85 million as of December 30th, 

meaning 10 million new shares have been issued, amounting to more than 250 USD 
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million (Figure 3). Usually, US investors move first, paving the way for the trend that 

often materialises afterwards. 

 

Figure 3: iShares Frontier and Select EM ETF price and current shares outstanding history 

 

Source: Bloomberg, Silk Invest 

 

We found out that when inflows are considerable, causing the number of shares 

outstanding to grow at least 10% over ten days, there is a high probability that 

Frontier Markets are going to perform strongly over the following months. This is 

what materialised in September 2016, when the iShares FM experienced an 11% 

growth in shares outstanding, leading to a 2017 (+31.83% return over the year) that 

marked one of the best years for Frontier Markets (Figure 3). 

During the last month of 2022 the growth rate was in the range of 30%-40%. Since 

there is always going to be a “best year yet”, we believe that 2023 could be an 

important performance year for Frontier Markets. 

ANDREA FEDERICI - BANOR CAPITAL 

Portfolio Manager Aristea SICAV New Frontiers Equity  
 

DISCLAIMER This document does not constitute an offer to anyone, or solicitation by anyone, to subscribe for Shares of the Fund. Its content is based upon information from deemed reliable sources, but it 

cannot be guaranteed as accurate, complete, valid or timely and it should not be relied on as such for any particular purpose. Any subscription should be based solely on the Fund’s Prospectus, as well as the 

latest audited annual report (and subsequent unaudited semi-annual report if available) provided to subscribers prior to the subscription and/or available upon request at 19-21, route d’Arlon, Luxembourg L-

8009 Strassen, Grand Duchy of Luxembourg. An investment in the Fund entails risks, which are more fully described in the Fund’s prospectus. Past performance is not a guide to future performance and may 

not be repeated. The value of an investment can rise or fall with market fluctuations and the originally invested amount may be lost. Exchange rate changes may cause the value of any foreign investment to 

rise or fall. Prices expressed in a currency other than the base currency of the portfolio are available for information purposes only. The Fund may not be registered nor authorized for sale in your home 

country. Tax treatment depends on individual circumstances of each client and may change in the future. Kindly contact your financial adviser in this respect. This communication is issued by Banor Capital 

LTD which is authorised and regulated by the Financial Conduct Authority (“FCA”). 

 

 


