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Market and Fund Review
The third quarter was marked by the end of the South American coffee season and the start of the West African cocoa
harvest – with frozen and dried fruits in South-eastern Europe and MENA countries partially filling the gap.
Successful investments in cocoa. With coffee production expected to reach an all-time high of 170 million bags due to
record output in Brazil, the world’s largest producer, international coffee prices continued their decline during the quarter.
This resulted in lower financing requirements from our coffee counterparties worldwide and particularly in South America.
Thus, the share of coffee fell to less than 20% of the invested portfolio but has been replaced by non-coffee related
investments, such as cocoa. Thanks to a good start to the harvest season in Ivory Coast, with investments worth more than
USD 5 million alone in this major cocoa-producing country, disbursements in cocoa more than doubled compared with the
same quarter last year.
One example of such growth is a successful union of cocoa cooperatives that responsAbility funds have been financing
since 2012 in Ivory Coast. The organisation provides access to markets for more than 10,000 smallholder farmers,
cultivating up to 54,000 hectares of cocoa. Since 2012, responsAbility-managed funds have disbursed USD 35.8 million
to meet the union’s working capital needs, allowing the organisation to multiply its total revenues from certified cocoa
more than sevenfold, the volume of purchased cocoa more than fivefold, the number of farmer suppliers more than fourfold
and to more than double the number of cultivated hectares. The organisation supports its members by providing advances
to buy agricultural inputs and technical assistance for sustainable cocoa production. As most cocoa is certified through the
union, smallholders benefit from a price premium that raises their income. In order to address deforestation and forest
degradation, which are critical issues in the global cocoa supply chain, the union has taken the responsibility of georeferencing farmers and encouraging reforestation by distributing shade trees. It has also started a pilot project to
rehabilitate and rejuvenate cocoa plantations. The programme has been funded by the responsAbility technical assistance
facility, a separate legal entity funded by donors. The objective is to train and offer long-term loans to 334 cocoa producers
to revive 1,409 hectares of plantations, aiming to increase their yield by 38%.
Limited exposure to cashews. The financing demand from other crops traditionally financed by the Fund during the
summer months – namely cashews, pulses and dried or frozen fruits – was weaker than expected due to a volatile market
or adverse political conditions in the producing countries. In particular, we have reduced our financing activities in dried
fruits in the MENA region and Turkey. The Fund strategically limited exposure to cashews as the prices of raw and
processed nuts faced a correction when the good harvest in West Africa, India and Vietnam was confirmed.

*Exclusion of liability outside Switzerland: for qualified and professional investors only.

Good performance. The Fund recorded a performance of 1.21% (USD I-II Class) during the quarter under review. As the
Fund seeks to minimise commodity risk as well as country risk in the portfolio, lower commodity prices primarily resulted
in higher liquidity levels as demand for financing in the quarter decreased. Non-invested cash levels decreased from
70.8% to 25.8%. An increase to a 90% investment level is expected within the next few months.
Significant disbursements and high diversification. The Fund disbursed USD 20.8 million during the period under review
and is increasingly well diversified across five regions worldwide.

Performance
Quarterly return (USD-I-II class)
1 year return (USD-I-II class)
1 year average of 3mths USD LIBOR

Q3 2018
1.21%
n/a
2.06%

Q3 2017
n/a
n/a
1.14%
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Fund Activity and Performance
Investment activity & portfolio
composition

Disbursements
during Q3 2018

Portfolio as at end of
Q3 2018

18
15
5.9%
3.4%
4.1%

25
17
8.3%
2.8%
4.2%

Disbursements
during Q3 2018
[in % of total
disbursements]

Portfolio as at end of
Q3 2018 [in % of
NAV]

0.0%

0.0%

96.4%

67.1%

0.0%

0.0%

3.6%

4.1%

n/a

28.8%

Number of institutions
Number of countries
Largest disbursement/exposure to single institution [in % of NAV]
Average disbursement/exposure to single institution [in % of NAV]
Average disbursement/exposure to single country [in % of NAV]
Disbursements
during Q3 2018
[in million USD]

Portfolio as at end of
Q3 2018 [in % of
investments]

Asia Pacific

8.2

43.5%

Sub-Saharan Africa

4.0

21.7%

Middle East & North
Africa

4.4

13.0%

South America

1.5

11.9%

Other

2.7

9.9%

0.0
0.0
0.0
20.8

0.0%
0.0%
0.0%

Geographical
allocation

Central Asia
Central America
Eastern Europe
Total

Development of country allocation - Top 15 countries

Asset classes

Structured trade
finance
Short-term working
capital
Fixed asset financing
Agriculture focused
FIs
Cash & cash
equivalent(1)
(1)

Cash: Cash current accounts and money market

3.0%

Development of commodity allocation(2)

14.00

100%

12.00

80%

10.00

25.8%

Cash equivalent: Value of hedging contracts, collateral cash,
accrued interest investments, other assets and liabilities

60%

8.00

40%

6.00

20%

4.00
2.00

0%
Jun-18

0.00

Coffee
Grains & Seeds
Herbs, Spices & Oils
Other

Q3 2017

Selected asset
correlation
responsAbility Fair Agriculture Fund
(USD)
Impact Indicators
Number of farmers reached
Number of farmers of fair agriculture organisations
(2)

Jul-18

S&P GSCI
Agriculture Index
0.0811

Aug-18

Sep-18

Cocoa
Nuts
Fruits & Vegetables

MSCI World Index
-0.0340

Barclays EM Aggregate Total
Return Index (USD)
-0.3105

Q3 2018

Q3 2017

17’160

n/a

282’914

n/a

Excluding investments in financial intermediaries
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Outlook
We have implemented different measures to enhance the Fund’s performance and to select investees that have a scalable development
impact.
Portfolio construction: Diversified investments
Deal origination will continue to focus on the Fund’s core countries and commodities. Within these markets, the Fund aims to identify
better diversified and stronger agricultural value-chain players that are well integrated and produce high added value. Often, these
companies need short-term working capital as well as mid-term fixed asset financing, which will help to optimise the portfolio’s maturity
profile.
For a better outreach to these investees, we are also looking into different forms of collaboration with local financial institutions that are
active in agriculture and we plan to increase the Fund’s exposure to these institutions from currently 4.1% to as much as 10% over the
next few months.
Finally, we have just established a new collaboration with a Swiss investment manager specialising in structured trade finance and we
are expecting the first investments in the partnership to be made during the fourth quarter of this year. This will allow the Fund to
extend its impact, as well as its financial-structuring and risk-mitigating know-how, towards new counterparties and new commodities.
Upcoming harvest seasons: Good coffee, cocoa and macadamia seasons expected
As coffee financing in South America will be replaced by Central American coffee deals, we expect the Fund’s liquidity to fall to less
than 10% of NAV. The 2018/19 coffee production season is expected to be good in all targeted countries, including Costa Rica,
Honduras and Nicaragua, where we are planning to invest if the political situation permits.
In Indonesia, coffee production is set to recover after a sharp drop last season in Sumatra. In Vietnam, an unusually productive harvest
is expected. The evolution of coffee prices will depend on the results of the Brazilian elections in October. Indeed, coffee prices are
strongly dependent on the Brazilian currency: A weak Brazilian real weighs on global prices in USD because local producers are
incentivised to sell their stocks as they achieve higher earnings in the Brazilian currency for the same price in USD. Prices are expected
to improve in 2019/20 when the market is more balanced as Brazil will enter an off-year. Coffee trees, particularly arabicas, have a
biennial bearing cycle resulting in successively high or low crops. With rising coffee prices, increased demand for coffee financing is
expected.
The main cocoa harvest in West Africa started in October and looks promising as weather conditions have been favourable and the
demand for financing is high. In a balanced market, prices are expected to remain stable or even increase slightly. Furthermore, the
stronger cooperation between Ivory Coast and Ghana, the top world producers of cocoa, may support prices in the medium to long term.
This year, both countries simultaneously announced cocoa producer prices for the new season, limiting smuggling across their borders.
We expect to extend financing to macadamia nut processors in Kenya. The macadamia market offers bright prospects, with both
production and demand rising steadily. Over the past decade, production has increased 81% and planted areas are set to more than
double in the coming six years. This year alone, production will rise 10% compared with last year. Nevertheless, the market is very tight
as the production growth is absorbed by China’s rising demand, so prices should remain stable or even increase further in the coming
months.
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Legal disclaimer:
This information material was produced by responsAbility Investments AG (“responsAbility”). This information material relates to responsAbility SICAV (Lux) Agriculture Fund
(“Product”). The source for all information mentioned herein is responsAbility unless mentioned otherwise. The information contained in this information material
(“information”) is based on sources considered to be reliable, but its accuracy and completeness are not guaranteed. Any data is purely indicative and is not a guarantee for
future results. The information is subject to change at any time and without obligation to notify the investors. Unless otherwise indicated, all figures are unaudited and are not
guaranteed. Investment opportunities also involve risk. Any action derived from this information is always at the investors’ own risk. This information material is for information
purposes only, and is not an official confirmation of terms. The value of an investment and any income from it are not guaranteed. Changes in the assumptions may have a
substantial impact on the return. Past performance is no indication of current or future performance, and the performance data do not take account of the commissions and
costs incurred on the issue and redemption of shares. An annual fee shall be charged for the administration, asset management and distribution services provided for this
financial product. The maximum amount of this management fee shall be based on the prospectus. This information is not intended as an offer or a recommendation or an
invitation to purchase or sell financial instruments or financial services and does not release the recipient from making his/her own assessment. In particular, the recipient is
advised to assess the information, with the assistance of an advisor if necessary, with regard to its compatibility with his/her own circumstances in view of any legal, regulatory,
tax, investment-related, and other implications. Investments held by the financial product described in this information material are associated with a higher risk than
investments in more developed markets or countries. Investors are expressly made aware of the risks described in the prospectus and the lower liquidity and greater difficulty in
determining the value of the fund’s investments (which are generally unlisted and not traded), and must also be prepared to accept substantial price losses including the entire
loss of their investment. responsAbility and/or the members of its board of directors and employees may hold shares in the financial product (or any related investments)
mentioned in this information material and may add to or sell these positions from time to time. Additionally, the members of the board of directors and employees of
responsAbility may serve as members of boards of directors of the investments in which the financial product is invested. This information material is expressly not intended for
persons who, due to their nationality or place of residence, are not permitted access to such information under applicable law. The financial product specified in this
information material is not licensed for distribution in the United States of America. As a result, it may not be offered, sold, or delivered there. Neither the present information
material nor copies thereof shall be sent or taken to the United States of America, or issued in the US or to a US person (in the terms of Regulation S of the United States
Securities Act of 1933, in the respective current version). Subscriptions are only valid on the basis of the current sales prospectus and the most recent annual report (or semiannual report, if this is more recent). The prospectus, the management regulations, and the annual and semi-annual reports may be obtained free of charge from responsAbility
Management Company S.A., Luxembourg, from the Swiss representative, the paying agent and from any distribution partner. This information material may not be reproduced,
stored in a retrieval system, or transmitted, in part or in full, in any form or by any means, whether electronically, mechanically, photocopied, recorded, or otherwise, without
the prior written consent of responsAbility.
Denmark: The Product is notified with the Danish Financial Supervisory Authority (Finanstilsynet) and may only be distributed to professional investors within the meaning of
the Danish Alternative Investment Fund Managers etc. Act (Act No. 598 dated 12 June 2013). Finland: This information material does not constitute an offer to the public in
Finland and may only be distributed to investors who qualify as “professional clients” under the Finnish Act on Investment Services (747/2012, as amended). This information
material does not constitute a prospectus under the Finnish Securities Market Act (746/2012, as amended), the Finnish Act on Common Funds (48/1999, as amended) or the
Prospectus Directive (2003/71/EC, as amended) and the distribution of this information material is not authorized by the Finnish Financial Supervisory Authority. France: The
Product is an alternative investment fund (AIF) within the meaning of Directive 2011/61/EU (AIFMD), which is authorized to be marketed to professional investors in France in
accordance with Articles L. 214-24-1 and D. 214-32 to 214-32-4-1 of the French Code monétaire et financier, Articles 421-1A to 421-37 of the General Regulation of the
Autorité des marchés financiers (AMF) and Instruction 2014-03 of the AMF. This marketing material constitutes promotional material as defined in Article 421-25 of the
General Regulation of the AMF. It is provided for information purposes only and may not be relied upon to make an investment decision. No decision to invest in Product
should be made without prior review of the complete investor information documents required by applicable laws and regulations, which are available free of charge in the
English language at www.responsability.com. This marketing material is intended exclusively for, and may only be distributed to professional investors as defined in Articles
L.533-16, D.533-11 and D.533-12 of the French Code monétaire et financier. Germany: The Product is registered for distribution to professional and semi-professional
investors in Germany. Luxembourg: The product was approved by the Commission de Surveillance du Secteur Financier (CSSF) in Luxembourg. Custodian is Credit Suisse
(Luxembourg) S.A. 5, rue Jean MonnetL-2180 Luxembourg and Distributor is Credit Suisse Fund Services (Luxembourg) S.A., 5, rue Jean Monnet, L-2180 Luxembourg. The
Netherlands: The Product described herein is registered for distribution in the Netherlands to professional investors within the meaning of the Dutch Act on Financial
Supervision and the interests in the Product described herein may therefore only be offered upon issue or thereafter, and whether directly or indirectly, to professional investor
within the meaning of the Dutch Act on Financial Supervision. Norway: The Product is authorised for distribution to professional investors defined under the Section 10-2 of
the Regulations to the Securities Trading Act in Norway and regulated by Finanstilsynet, the Financial Supervisory Authority of Norway. responsAbility Nordics AS is authorised
in Norway and regulated by Finanstilsynet, the Financial Supervisory Authority of Norway. Sweden: This information material is not subject to any registration or approval
requirements in Sweden under the Swedish Investment Funds Act (SFS 2004:46). This information material has therefore not been, nor will be, registered or approved by the
Swedish Financial Supervisory Authority. This information material may not be made available to the public, nor may the shares of the Product be marketed and offered to the
public in Sweden. Switzerland: This Product is not authorized for distribution to the public in Switzerland. The present information material is therefore strictly limited to
internal use and may not be passed on to any third party, unless (i) such third party has solicited so on its own initiative, or (ii) such third party is a qualified investor under the
terms of the Swiss Federal Act on Collective Investment Schemes and related regulations. The representative of the Fund in Switzerland is Credit Suisse Funds AG, Zurich. The
paying agent in Switzerland is Credit Suisse AG, Zurich. With respect to units distributed in Switzerland and out of Switzerland, the place of performance and jurisdiction is
deemed to be the registered office of the Representative in Switzerland.
© responsAbility Investments AG, 2018. All rights reserved.
responsAbility Investments AG
Josefstrasse 59, 8005 Zurich, Switzerland
Phone +41 44 250 99 30, Fax +41 44 250 99 31
www.responsAbility.com
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