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Following on from months of uncertainty triggered by the 

announcement of reciprocal tariffs by the US on April 2nd, many 

countries with penalizing tariffs have now negotiated lower tariffs, 

with the notable exception of China. Whilst the situation remains 

volatile, there is sufficient clarity for most countries to assess where 

their competitive advantages lie. This will allow capital investments 

to resume but growth will be impacted by a period of restructuring 

as exporters seek to find new markets for products on expectations 

of lower demand from the US. Identifying areas which can benefit 

from relatively insulated domestic demand will be key to earnings 

growth in the next couple of years, as global trade adjusts. As 

such frontier markets offer access to markets that have young and 

growing consumer bases that have low levels of foreign investor 

participation reducing correlation between markets. Our frontier 

market fund uses closed-end funds to access these markets, provid-

ing a source of alpha through discount to net asset value (NAV) 

volatility independent of the underlying exposures. For this article 

we explore some of these markets, new developments and oppor-

tunities, with all figures to the end of July 2025.

Vietnam continues to be a large portfolio overweight with over 

30% of the Frontier Market fund in this one country. The com-

bined elements of positive demographics, a skilled workforce and 

a stable disciplined government have allowed Vietnam to generate 

sustained high growth rates. The government is targeting 8.3-8.5% 

growth this year1 , to be driven by capital investment in infrastruc-

ture and real estate, aided by efforts to reduce bureaucracy and 

increase the involvement of the private sector. This programme 

is being described by investors as Doi Moi 2, a reference to the 

1986 reforms which began the transition from a centrally planned 

to a market-oriented economy. The reforms ultimately are driven 

by the wish to avoid the middle-income trap, seeing its future 

centred around technology. The growth of Artificial Intelligence 

(AI) has already led to a partnership between NVIDIA and FPT 

Corp, a local IT services & education company to develop AI 

capabilities through a R&D centre and late last year partnered 

with the government to establish its 3rd global AI research hub 

after those in California and Taiwan. To assist these ventures and 

others, the government is encouraging tenders for various infra-

structure projects to be led by private companies, which include a 

$60bn proposal for a high-speed train line linking Ho Chi Minh 

City in the south to Hanoi in the north (1684km), reducing the 

journey time to approximately 5 hours (non-stop) from well over  

30 hours currently.

In recent years the stock market has expanded significantly reflect-

ing new listings and the growth in the economy with a total 

market capitalization of $265bn2  and an average daily turnover of 

$1bn. However, foreign investors have been largely absent, leaving 

the market to domestic retail traders.

Figure 1: US Reciprocal Tariffs for Frontier Markets (%)

As such volatility has been high especially with uncertainty over 

tariffs. Negotiations have settled on a 20% tariff rate, squarely 

where expectations were, but more importantly this rate does not 

place Vietnam at a disadvantage to regional peers that have nego-

tiated similar rates3 . Transhipments will be charged a penalty rate 

of 40% and whilst the exact definition of what might be considered 

a transhipment has not been disclosed, it encourages more compo-

nents to be domestically produced. We access this market via sev-

eral closed-end funds, but mostly through three dedicated funds 

listed in London. The largest of these funds has seen its discount 

fluctuate between 14% and 28% (see figure 2) in the last year, with 

narrowing driven by a number of events including: 1) a significant 

pickup in the fund’s share buyback activities with 11% of shares 

outstanding bought back in the last year and 2) the adoption of a 

100% tender offer conditional upon the NAV outperforming the 

VN index in the five years to March 31st 2030.

 
1Socialist Republic of Viet Nam, eGovernment News, Gov’t outlines five key tasks to achieve 2025 GDP growth target, August 6th, 2025.

 2Based on Vietnam Ho Chi Minh Stock Index, commonly known as the VN index, data from Bloomberg as of August 12th, 2025.

 3Thailand 19%, Indonesia 19%, Philippines 19%, Bangladesh 20%, Pakistan 19% and India 25%: US Reciprocal Tariffs for Frontier Markets (%). Source: Federal Register, Further Modifying the Reciprocal Tariff Rates, 

August 6th, 2025.

Source: Federal Register, Further Modifying the Reciprocal Tariff Rates, August 6, 2025
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Figure 2: Vietnam Closed End Fund Example, Data in USD

In Central Asia, a new closed-end investment company was estab-
lished at the beginning of the year in Uzbekistan. Since assuming 
office in December 2016, President Shavkat Mirziyoyev has pur-
sued the modernization of his country through opening the coun-
try to foreign investors and increasing transparency. As a result, 
many foreign investors are already participating in this opportunity 
to provide services and to improve productivity in a nation of 36 
million people (see figure 3). With $1.7 billion worth of assets, 
the fund represents the state’s efforts to modernize and privatize 
state-owned assets. Much of the past 12 months have been spent 
bringing financial accounts up to IFRS standards, assess valuations 
and reform board structures. Leading this effort is a large US 
investment manager who have successfully led efforts to reform 
and privatize assets in Romania for a similar fund there, resulting 
in significant gains for investors across a decade (see later section). 
The manager is mandated to dispose of its holdings via listings 
within the next ten years with opportunities for investors as these 
companies become more efficient and market oriented. The com-
pany is looking to list in London and Tashkent in early 2026 and 
we will be participating in a research trip in October this year as 
part of our due diligence process. 

Figure 3: Uzbekistan GDP Per Capita vs Net FDI Inflows in Current USD 
Over the Past 20 Years

In Georgia, our investment into a Georgian investment company 
listed in London has continued to bear fruit (see figure 4). Anti-
government protests in 2024 failed to slow the Georgian economy, 
with 9.4% GDP growth recorded in 2024 and early indications of 
8.3% growth in the first half of 20254 . The economy continues to 
benefit from its growing IT services and tourism sectors, as well as 
revenue from its trade corridor connecting the Southern Caucuses 
& Central Asia with the Black Sea. In the past twelve months the 
company’s discount to NAV has fluctuated between 57% and 35%, 
as the discount has narrowed spurred on by the company’s efforts 
to buy back shares. Despite the high growth rates in Georgia, 
the management team and board are vocal that their best use of 
capital is to buy-back their highly discounted shares. In the last 
twelve months they have repurchased 12% of shares outstanding 
and indicated that they will return a further 25% of the current 
market capitalization to shareholders by the end of 2027 through 
a combination of share buybacks, dividends and or de-leveraging.

Figure 4: Georgian Investment Company Example, Data in USD

Romania, for the past decade has experienced relatively high levels 

of growth as it integrates with the European Union, but recent 

public spending has resulted in a large budget deficit estimated to 

be around 9% of GDP in 2025 on a no policy change basis. This is 

placing significant pressure on consumer and business confidence 

as austerity measures are being introduced for this year and the next 

resulting in deceleration in real GDP growth to an estimated 0.3% 

in 20255 . Whilst the macro environment is not encouraging (we 

are underweight Romania) it may create opportunities. One vehicle 

to which we have had long-time exposure in the past is trading at 

a wide discount and has minority positions in several state-owned 

enterprises including airports, ports and mining. Negotiations are 

currently underway regarding the end of the current manager’s 

mandate and a share capital increase in the fund’s airport business, 

which will provide clarity to the fund’s future strategy. The fund 

has seen significant success in the past, with a successful IPO real-

izing its largest position in 2023. The fund has continued to return 

capital to investors despite significant pressure from the previous 

Source: CLIM, Bloomberg Data

Source: World Bank

Source: CLIM, Bloomberg Data

  4Georgia Capital, 1H 2025 Macroeconomic Overview, August 6th, 2025.

  5ING, Monitoring Romania: tackling Europe’s largest deficit, July 16th, 2025.



3

government to pursue state goals. With the state looking for additional sources of revenue, 

there is renewed pressure to privatize assets, which could energize the realization of these assets.  

City of London Investment Management (CLIM) is a global specialist in closed-end funds, 

with a firm history of more than 30 years. The strategy exercises its skill in identifying and 

trading attractively discounted closed-end funds & investment companies combined with a 

macro-overlay providing guidance on the risks and challenges of each of these frontier markets 

(a separate document is available). The use of closed-end fund structures allows the underlying 

managers the opportunity to concentrate on their markets providing exposure to stocks not 

typically available through open-end funds due to their higher liquidity requirements, as well 

as a see-through diversification benefit not normally possible in a single fund. The arbitrage 

of discounts also provides a source of alpha aided by good corporate governance practices6. 

CLIM’s Frontier Emerging Market Fund has a 20-year history, experiencing several investment 

cycles. The fund is led by two portfolio managers with a combined 46 years of experience and 

supported by CLIM’s extensive team.
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Disclosures

This document is for Professional Clients/Institutional Investors only. Issued and approved by City of London Investment Management Company 
Limited (CLIM) which is authorized and regulated by the Financial Conduct Authority (FCA) and registered as an Investment Advisor with 
the Securities and Exchange Commission (SEC). CLIM (registered in England and Wales No. 2851236) is a wholly owned subsidiary of City of 
London Investment Group plc. (CLIG) (registered in England and Wales No. 2685257). Both CLIM and CLIG have their registered office at 77 
Gracechurch Street, London, EC3V 0AS, United Kingdom. All reasonable care has been taken in the preparation of this information. No respon-
sibility can be accepted under any circumstances for errors of fact or omission. Values may fall as well as rise and you may not get back the amount 
invested. The information contained in this document is confidential and is intended only for the use of the person to whom it is given and is not to 
be reproduced or redistributed. It is intended for information purposes only and may only be distributed to persons who are “accredited investors” 
and “qualified purchasers” within the meaning of U.S. Securities laws. This document does not constitute an offer to sell or the solicitation of an offer 
to buy any securities, nor will any sale of a security occur in any jurisdiction where such an offer, solicitation or sale would be unlawful. Changes in 
currency exchange rates will affect the value of the investment. Performance results reflect the reinvestment of dividends and other earnings. Returns 
are net of fees and are based on an investment management, custody and administration fee of 1.25% per annum. 

The portfolio’s investment objective is to achieve long-term capital growth. The portfolio will invest primarily in listed closed-end funds (“CEFs”) 
that invest in securities providing exposure to frontier markets. Emerging securities markets tend to be smaller, less liquid and more volatile than 
the major securities markets in the United States. There is less publicly available information about the issuers in emerging markets than is regu-
larly published by issuers in the United States. Also, there is generally less government supervision and regulation of exchanges, brokers and issuers 
in emerging markets than there is in the United States. The legal infrastructure and accounting, auditing and reporting standards in certain 
emerging markets in which the portfolio invests do not provide the same degree of investor protection or information to investors as would generally 
apply in more developed countries. The portfolio could be adversely affected by delays in or a refusal to grant any required government approval or by 
the lack of availability of foreign exchange. The portfolio will be subject to the risks of government control, political instability and social unrest with 
respect to its investments in emerging markets that could, in turn, have an adverse effect on the portfolio’s operations and performance. Frontier 
markets are subject to the same risks as emerging markets, but such risks tend to be more acute, generally as a result of the smaller capitalization of 
such markets and being the least developed of emerging markets.

The portfolio’s country allocation is presented on a look-through basis based on CLIM’s determination of the country exposure of each underlying 
security of each CEF holding.

The S&P Extended Frontier 150 consists of 150 of the largest and most liquid stocks from 36 frontier markets. The index is designed to be a diver-
sified, yet investable portfolio of frontier market stocks.

The index is unmanaged and has no fees. One cannot invest directly in an index. The holdings of the portfolio differ significantly from the securities 
that comprise the index.

The MSCI Frontier Markets Index captures large and mid-cap representation across 28 Frontier Markets (FM) countries. The index includes 98 
constituents, covering about 85% of the free float-adjusted market capitalization in each country. This index is shown for comparative purposes only.

S&P® is a registered trademark of Standard & Poor’s Financial Services LLC (S&P); and this trademark has been licensed for use by S&P Dow 
Jones Indices LLC and sublicensed for certain purposes by CLIM. CLIM’s financial products are not sponsored, endorsed, sold or promoted by S&P, 
its respective affiliates and third-party licensors and none of such parties make any representation regarding the advisability of investing in such 
product(s) nor do they have any liability in relation thereto, including for any errors, omissions, or interruptions of any index.

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied war-
ranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all 
warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without lim-
iting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or creating 
the data have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified 
of the possibility of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI’s express written consent.

Past performance is no guarantee of future results. All information is as of July 31st, 2024, unless otherwise noted.

  6CLIM’s corporate governance principles are defined in its Annual Stewardship Report:  

https://citlon.com/wp-content/uploads/2025/03/AnnualStewardshipReport3-25.pdf


