
Endurance Capitalôs first fund (ECVI) returned +8.3% in 
Q2, a quarter which also saw the launch of the teamôs 
second fund: Endurance Capital Vietnam II

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  ï 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  11 % . 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  Vietnam  and  other  

actions  announced  by  the  government  -  all  aiming  to  spur  further  

economic  growth . It  was  a clear  change  of  direction  from  the  marketôs 

previous  long  sideways  movement  ï and  a momentum  that  continued  into  

the  first  part  of  Q3. Endurance  Capital  Vietnam  I  (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 .



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
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While  consumers  drove  the  economy  in  Q2 , rate  cuts  from  
the  State  Bank  drove  the  stock  market

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  

governmentôs and  the  State  Bank  of  Vietnamôs activities  during  Q2 probably  

removed  any  remaining  doubts  that  there  would  be anything  else  than  a full  

commitment  to  continue  supporting  Vietnamôs impressive  economic  growth  

trajectory .

The  State  Bank  of  Vietnam  -  as one  of  the  first  central  banks  in  this  cycle  ï 

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  VNDôs relatively  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  yearôs temporary  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  bankôs early  move  

and  aggressive  stance  is that  the  Vietnamese  government  now  basically  

borrows  at  half  the  rate  compared  to  its  counterparts  in  the  UK By the  end  of  

June,  the  1Y, 5Y, and  10 Y yields  for  Vietnamese  government  bonds  were  

2.12 % , 2.15 % , and  2.64 %  respectively  in  the  secondary  market .

mailto:johan.degeer@endurance-group.com?subject=Endurance%20Capital%20Vietnam%20I%20Information%20Request


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  II  is  now  deployed  with  the  
same  allocation  as  ECVI,  with  the  same  strategy  and  team  
that  historically  has  outperformed  significantly

One of  Q2ôs best  experiences  was  to  again  be out  in  front  of  investors  

discussing  our  strategy  ï both  its  track  record  and  how  it  is manifested  in  

our  new  Luxembourg -domiciled  investment  vehicle  Endurance  Capital  

Vietnam  II  SICAV  RAIF (ECVII) ééééééééééééééééééééééééééé

While  often  impressed  with  the  performance  of  ECVI ï which  has  the  same  

strategy,  portfolio,  and  team  as the  new  fund  ï most  investor  eyebrows  were  

raised  when  discussing  the  limited  risk  under  which  the  strategyôs 

performance  has  been  delivered  over  time . The  team  has  delivered  the  

strategyôs outperformance  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  ECVIôs portfolio  are  publicly  listed,  our  6 pax  

strong  Swedish -Vietnamese  teamôs approach  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  fundôs investment  holdings . The  team  spends  6-

24  monthôs understanding  a company  before  an  investment  is made  and  is 

normally  performing  collaborative  activist  activities  in  up  to  half  of  the  fundôs 

ca. 10  holdings  at  any  given  point  in  time  ï 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 .



Vietnam finished 2022 comparatively well and is gaining 
market share as the World desperately seeks a stable 
manufacturing alternative to China    

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  Capitalôs 

strategy  allow  us to  avoid  most  of  the  adverse  effects  of  these  issues .

Endurance  Capital  Vietnam  II  (ECVII)  is set  up  with  three  regular  share  

classes  and  purposed  for  professional  and  institutional  investors . Itôs 

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  ñContact usò button  below . 
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South Koreaôs LG Innotek  in the end of June announced it will spend another 

US$1 billion developing a plant in Hai Phong City, northern Vietnam in the 

2023 -25 period, taking its total investment in the port city to $2 billion.
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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  

Vietnam  as an  investment  destination  to  be rather  straightforward . It  was  

(and  is)  the  15 th  biggest  country  in  the  world  in  terms  of  population  and  its
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