Endurance Capltal Second Quarter 2023

THE ACTIVIST DIARIES

Endurance Capital ds first fund (ECVI
Q2, a quarter which also saw the | au
second fund: Endurance Capital Vietnam I

After ca 1.5 months, when the government took actions to balance the
situation by in essence reversing some of the introduced policies, the
market found its feet and recovered to close the quarter down by 10.2%.
This still meant a 35.2% drop in USD terms for the VNIndex in 2022 i a
cruel result for Investors in a country growing its GDP by a record 8.0% in
2022 and watching a stock market where earnings per share (EPS) for its
listed companies in the same year are expected to have grown by
approximately 119%. After a smaller initial drop in the beginning of April,
the VNIndex saw increased trading volumes and ended the quarter +4.7%
to reach 1120 . The positive sentiment in the second half of the quarter was
largely a reaction to rate cuts from the State Bank of Vietham and other
actions announced by the government - all aiming to spur further
economic growth . It was a clear change of direction from the mar ket 0s
previous long sideways movement 1 and a momentum that continued into
the first part of Q3. Endurance Capital Vietnam | (ECVI) significantly
outperformed the VNIndex by delivering a +8.3% performance for Q2.
ECVI has thereby delivered a gross return of +74.0% over the past 5 years
- a period during which the VNIndex returned +13.1% and the relevant
ETF lost -13.9% of its value .

Cumulative performance for Endurance Capital Vietnam I (ECVI) vs VNIndex on various
investment horizons in the past s-year period (2018 Q3-2023 Q2)
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“As Endurance Capital is holding a highly concentrated portfolio of ca 10 of what we deem Lo be Vietnam'’s future public large caps, the VN Index. does not offer an optimal benchmark and should hence be seen more as the existing
index that is least far away from our portfolio and hence our selected comparison. Due to laws and trading regulations in Vietnam it is harder for an ETF to follow the index than in less requlated markets.



VNIndex development in the past 5 years 2018 Q3-2023 Q2
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After a smaller initial drop in the beginning of April, the VNIndex saw

increased trading volumes and ended the quarter +4.7% to reach 1120.18

by the end of Q2

Quarterly closing day reflections / @2 2023

v Let's agree - it is simply a great feeling to deliver almost twice the market
performance to our investors tn a quarter where global wmarkets were anything but
easy to navigate. The fact that the outperformance was largely driven by some of
our newest lnvestiments does not make the feeling Less great. Over the past 5 year-

period, ECVI has now outperformed the VNIndex by +61%.

v\ The Vietmamese government’s and the State Bank of Vietwam's activities
during @2 probably removed any remaining doubts that there would be anything
else than a full commitment to continue supporting vietnam's Lmpressive
econommic growth trajectory. While the government announced a veform decreasing
VAT from 10% to €%, the State Bank - as one of the first central banks in this
cycele - continued its finm path of rate cutting and has thus far YTD wade four
consecutive cuts totaling -150 bps to bring refinancing and discount rates of
4.5% and 3% respectively. We expect there’'s more to come in Q3 as there is still

some ground to cover to reach the government’s growth target of ©.5% for 2023.

v' One of this periods best moments came mid-quarter when we finally could start
lnvesting from owr second fund - the Luxembourg-based Endurance Coapital
vietnam [l SICAV RAIF (ECVI). BY the end of the quarter, the currently raised
funds in BCVIL were already fully deployed into our portfolio companies. As the
fund is open for investment monthly there is still room for more tnvestors to join
us - neluding in our attractive and limited early-bird share class v. The next two

subscription dates are on the 25th of July and the 25th of August.

v\ The tourist arvivals into Vietnam are growing at the fastest rate in South East
Asia - albelt we are not against seeling thew increase evewn faster. we also intend to

do our part of the effort and are therefore proud to anmounce the retwrn of our
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While consumers drove the economy in Q2, rate cuts from
the State Bank drove the stock market

much-liked vietnam nvestor Tour in November, as it re-surfaces for the first thme

Total GDP for Q2 grew by +4.1% - up substantially from Q1, but lower for
the period than in the previous two years. The main reason for the slower
than PY growth was weaker demand from Europe and the US and a lower
speed in the industrial and construction sectors . Services, however, saw a
growth of +6.3% for the period and services for export increased by an
impressive  +58.8%. Throughout the quarter, domestic  consumption
continued to underpin growth and retail sales of consumer goods and
services were up +10.9% for 1H 2023 . At the same time, the Vietnamese
g o Vv er n meamdttides State Bank of Vi et n aaaidtes during Q2 probably
removed any remaining doubts that there would be anything else than a full
commitment to continue supporting Vi et n ampéessive economic growth
trajectory .

The State Bank of Vietnam - as one of the first central banks in this cycle i
in Q2 continued its firm path of rate cutting and has thus far YTD made four
consecutive cuts totaling -150 bps to bring refinancing and discount rates of
4.5% and 3% respectively . The move utilized the extra legroom created by
low inflation (CPI of 2.1% YoY in June) and the V N D Orslatively strong
performance vs. the USD in 1H of 2023 (the VND appreciated 0.1% vs. the
USD YTD). At the same time, the government announced a reform
decreasing VAT from 10% to 8% - a measure with good results for growth
that was previously tested during the pandemic .

The rate cuts will make more capital available to companies who need it,
especially in the real estate sector which still struggles from the effects of
last y e a rt@nporary but unexpected liquidity crunch among developers and
builders . In addition, the central bank has been extremely clear in which
direction it expects commercial lending and deposit rates to go. The stock
market was not late to take on the message and liquidity surged in the
second half of Q2.A more unexpected result of the central b a n ke@rty move
and aggressive stance is that the Viethamese government now basically
borrows at half the rate compared to its counterparts in the UK By the end of
June, the 1Y, 5Y, and 10Y yields for Vietnamese government bonds were
2.12%, 2.15%, and 2.64% respectively in the secondary market .
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Vietnam 10 yr. gov. bond yield spread vs. German 10y Bunds and 10 yr. US treasury bond
yields (bps), Jan 2008 - Jun 2023
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After a smaller initial drop in the beginning of April, the VNIndex saw
increased trading volumes and ended the quarter +4.7% to reach 1120.18
by the end of Q2

Endurance  Capital Vietnam Il is now deployed with the
same allocation as ECVI, with the same strategy and team
that historically has outperformed significantly

One of Q20 sbest experiences was to again be out in front of investors
discussing our strategy 1 both its track record and how it is manifested in
our new Luxembourg -domiciled investment vehicle Endurance Capital
Vietnam 1l SICAV RAIF (ECVII)

While often impressed with the performance of ECVI i which has the same
strategy, portfolio, and team as the new fund T most investor eyebrows were
raised when discussing the limited risk under which the str at
performance has been delivered over time. The team has delivered the
str at e ouipéfermance while maintaining a significantly  lower -than
market risk profile - reaching a standard deviation of only 15% (9.1% p.p
lower than the VN Index) and a beta of 0.64 over the past five -year period .

The answer to why is as simple to understand as the result is arduous to
achieve . Although all holdings in E CV | pordfolio are publicly listed, our 6 pax
strong Swedish -Vietnamese t e a mdpgroach in screening, investigating, and
selecting them corresponds to the first-hand research work of a private
equity fund, as does the Value Enhancement Program that follows when the
team works with one of the f u n dnvestment holdings . The team spends 6-
24 mo nt hudderstanding a company before an investment is made and is
normally performing collaborative activist activities in up to half of the f un
ca. 10 holdings at any given point in time 1 a feat made possible only by the
seniority and experience of the team . The youngest member has over 10
years of experience in analyzing and operating companies in the market and
the total joint relevant professional experience in the team is just shy of 100
years .



Cumulative five-year gross returns % (Q3 2018-2023 Q2),

Endurance Capital Vietnam I (ECVI) vs VNIndex, and relevant ETF
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Another question that we regularly face in meetings is why the tracking error
of index tracking funds and ETFs is so high in Vietnam . As can be seen in the
graph above, this difference can be significant and can normally be explained
by a few factors including the combination of 1) a quite concentrated market
structure (20 out of 1,600 tickers represent 80% of the value) ; and 2) the
existence of foreign ownership limits for listed equities (which for a
collaborative activist like Endurance Capital can actually be a lever to create
value through change) ; and 3) strict flagging rules (which make owners of
more than 5% of a stock flag all of their transactions and often cause the
index funds and other players to get front -run) . The high concentration, first -
hand research, and active engagement components of Endurance Capi t al
strategy allow us to avoid most of the adverse effects of these issues.

Endurance Capital Vietnam Il (ECVIl) is set up with three regular share
classes and purposed for professional and institutional investors . | t
launched with the highly attractive and temporary share class V which offers
lower fees for Investors joining ECVII early in its journey . Both funds share
the same team, strategy and portfolio allocation and both funds are open
once per month for investment . Investors who wish to have more information
can just click the i Co n t wshutton below .
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ECVI

Share of assets under management - Endurance Capital Vietnam I YTD Q2 2023
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Quartery gross perfformance (USD) in % 2018 Q3-2023 Q2 for Endurance Capital Vietnam Ivs VNIndex and relevant ETF
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Seeing the forest without bothering about the trees

In the early years of our fund building, we found the discussions about
Vietham as an investment destination to be rather straightforward . It was
(and is) the 15th biggest country in the world in terms of population and its
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