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Market and Fund Review
The challenges of the first quarter of 2020 continued, to some extent, in the second quarter as the world sought to
contain the spread of the COVID-19 virus. The rate of infections took varying paths in different countries and regions.
Some emerging markets – such as China, Cambodia and Vietnam – were able to significantly flatten the curve of new
infections. At the same time, governments and central banks mobilised strong support by implementing emergency
measures, including monetary easing and fiscal stimulus packages. International agencies also stepped in, with the
International Monetary Fund receiving requests for emergency financing from more than 100 countries and approving, at
record speed, financing for more than 70 countries. For example, Georgia received additional financing under the current
Extended Fund Facility arrangement, and Mongolia had a USD 99 million request for emergency financial assistance
approved under the Rapid Financing Instrument. Monetary easing increased as central banks continued to cut interest
rates during the second quarter after beginning the trend in the first quarter. The National Bank of Kazakhstan reversed
its previous course, lowering interest rates quite aggressively, while the government opted for substantial fiscal stimulus
amounting to around 9% of gross domestic product (GDP). Indonesia successfully raised USD 4.3 billion in a capital market
placement, including the longest-dated US dollar bond ever issued by an Asian nation, with a 50-year maturity. This
money was raised to help the government fund its battle against the coronavirus.
The reporting quarter saw a general shift in market sentiment towards risk assets again. The MSCI Emerging Markets
Index recouped much of the first-quarter losses, gaining close to 20% during the second quarter. WTI and Brent oil
prices both finished the quarter above USD 40 a barrel, supporting oil-exporting countries. Emerging market credit
spreads narrowed to around 4% 1 as investors returned following massive capital outflows in the first quarter of 2020.
This also positively impacted emerging market local currencies.
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Overall, the quarter ended on a more positive note than it started. Even though many countries were still battling to
bring down infection rates as global cases continued to rise, there was reason for cautious optimism, with some nations
being less affected than expected and many resuming more normal business activity.
Investment activity in the second quarter of 2020 was muted – amounting to around USD 6 million – as we assessed the
COVID-19 impact on our investment universe and managed our portfolio risk. Towards the end of the quarter, we
cautiously re-engaged for potential investments as it became clearer that various of our partner institutions are resilient
enough to operate in and withstand the current environment.
The US dollar net return of the I-II (USD) share class amounted to -0.89% for the reporting quarter. The main impact on
the performance was the provision built in the portfolio to account for increased credit risk due to the COVID-19
pandemic. Severe restrictions to economic activity impacted micro and SME borrowers’ income in many countries during
the quarter. Hence some of our portfolio companies have needed to reschedule loans of their end-borrowers and, in
turn, have engaged with our Fund and other lenders to reschedule their principal repayments. This doesn’t mean the
portfolio companies defaulted on their loan obligations or were under solvency stress. But it did result in an increased
credit risk in the Fund, which was reflected by the provisions built during the quarter, which detracted -1.67% from the
Fund’s performance. Nevertheless, after extensive stress testing, we expect our portfolio of micro and SME financial
institutions to demonstrate resilience.
The yield to maturity on the debt portfolio remained stable at an attractive level of 6.25%. As the Fund hedges most of
the currency exposure stemming from debt investments that are not denominated in the Fund currency, foreign exchange
moves did not materially affect the Fund’s quarterly performance.

* For qualified and professional investors only.
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The quarterly net returns of the I-II (EUR) and I-II (CHF) share classes were -1.17% and -1.22%, respectively. The
difference between the performance of the EUR- and CHF-denominated share classes and the USD class has narrowed
significantly, as the cost of hedging the Fund’s US dollar exposure against these currencies has declined substantially
compared with prior quarters and years.

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

Q2 2020

Q2 2019

-0.89%
3.14%
1.51%

1.43%
5.02%
2.54%

Debt Portfolio Key Figures
Maturity (years)
Duration
Yield to maturity

Q2 2020

Q2 2019

1.6
0.7
6.24%

1.5
0.6
6.82%

(1)

Return figures are calculated under the assumption that the gross amount of income and/or capital
gains distributed is immediately reinvested in the collective investment scheme without deductions.
Past performance is not a guarantee or indicator of current or future performance. This performance
data is calculated net of all fees and commissions but it does not take into account the commissions
and costs incurred on the issue and redemption of units.
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Fund Activity and Performance
Disbursements
during Q2 2020

Investment activity & portfolio composition

6
5
0.7%
0.3%
0.3%
10.8%

Portfolio as at
end of Q2
2020
141
55
3.1%
0.5%
1.4%
42.8%

Disbursements
during Q2 2020
[in % of total
disbursements]

Portfolio as at
end of Q2
2020 [in % of
NAV]

100.0%
0.0%
n/a
0.0%

66.5%
9.1%
21.9%
2.6%

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]
Debt instruments with variable coupons [in % of disbursements/debt portfolio, respectively]

Geographical allocation

Disbursements
during Q2 2020
[in million USD]

Portfolio as at
end of Q2 2020
[in % of
investments]

0.7
1.5
0.5
3.5
0.0
0.0
0.0
0.0
6.2

31.7%
24.9%
16.9%
8.5%
7.3%
6.2%
2.8%
1.6%

Asia Pacific
Central America
Central Asia
Eastern Europe
Sub-Saharan Africa
South America
Middle East & North Africa
Other
Total

Asset classes

Senior Debt
Subordinated Debt
Cash
Other assets and liabilities

Development of geographical allocation

Development of country allocation

Correlation* (past 5 years) with

Risk-return indicators* (past 5 years)

Bloomberg Barclays EM USD Aggregate
Total Return Index Value Unhedged

-0.23

Monthly return volatility (annualised)

Bloomberg Barclays Global Agg Corporate
Total Return Index Unhedged USD

-0.38

Sharpe ratio

Bloomberg Barclays Global High Yield
Total Return Index Value Unhedged

-0.29

Maximum drawdown

S&P/LSTA Leveraged Loan Index

-0.31

Bloomberg Barclays 1-3 Yr Gov
Total Return Index USD

1.22%
1.32
-1.63%

0.14

*based on monthly USD net performance (1.2% TER) consisting of the actual net performance of the I-II (USD) share class since October 2018 and calculated for the periods prior to this (when a different fee level was applicable and/or
a USD denominated share class was not yet available) as USD gross performance less 1.2% TER.
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Impact Indicators
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Outlook
The outlook for the coming quarter is one of cautious optimism. A rebound in GDP growth is widely anticipated in 2021
in many economies, and emerging markets should continue to show higher growth rates (5.9%) than advanced economies
(4.8%). 2
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During the latest quarter, the focus was on managing our portfolio risk and assisting our investees through the challenging
time in various ways, such as rescheduling our loans, wherever necessary. The goal here was to protect the Fund from
credit losses by supporting the investees to the extent possible. By frequently leading restructuring cases and
coordinating close dialogue between investees and lenders, we were able to further reduce risk. Towards the end of the
quarter, the number of new restructuring cases was minimal. With business activity resuming and the collection rates of
our partners increasing again, we plan to invest in the most resilient institutions. We expect that the virus will continue
to impact regions and countries differently, so we will only pursue additional exposure in countries and investees on
which we have made a prudent risk assessment. For instance, we see interesting investment opportunities in China,
Colombia and Vietnam, among others.
Financial institutions that support micro, small and medium-sized enterprises (MSMEs) will be essential in helping to
reboot economies after the COVID-19 crisis. Small businesses are a major source of economic growth and employment,
especially in developing countries, where 70-95% of new jobs are supplied by SMEs.3 Helping MSMEs to grow and recover
will be crucial to an economic and employment rebound.
The Fund has been able to achieve a significant impact during times of crisis. Our investee companies help low-income
households to build resilience, while nurturing job creation to stimulate an economic recovery. responsAbility funds
have been at the forefront of support for microfinance and SME financial institutions since 2003. Our funds are
essential in helping and scaling up these institutions, thus eliminating the scourge of financial exclusion. In doing so,
our investors assist developing economies and boost nascent financial sectors, which are critical factors on the path to
achieving the Sustainable Development Goals by 2030.

2
3

World Economic Outlook Update, June 2020, IFC
SME Finance overview, IFC
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Risks
The risk and return profile of the fund does not reflect the risk under future conditions that are different from the situation in the past. Detailed
description of the fund risks can be found in the prospectus.
Legal Disclaimer
This information material was produced by responsAbility Investments AG (hereinafter “responsAbility”). This information material relates to
responsAbility SICAV (Lux) Micro and SME Finance Debt Fund (further referred to as the “Product”).
The information contained in this information material (hereinafter “information”) is based on sources considered to be reliable, but its accuracy and
completeness are not guaranteed. 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. 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 and asset management services provided as part of this financial product. The maximum amount of this
management fee shall be based on the prospectus. For individual asset classes, a distribution fee may be agreed as a percentage of the management
fee and paid to responsAbility or third parties. The maximum amount of such a distribution fee shall be based on the prospectus. Furthermore,
responsAbility shall not receive or pay either one-time or recurring remuneration to other distributors in connection with this financial product. 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 semi-annual 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, or otherwise, without the prior written consent of responsAbility.
Germany: The Product is registered for distribution to professional/semi-professional investors in Germany. 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 and Instruction 2014-03 of the Autorité des marchés financiers. This marketing material constitutes
promotional material as defined in Article 421-25 of the General Regulation of the Autorité des marchés financiers. 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. Luxembourg: The product was approved by the Commission de
Surveillance du Secteur Financier ("CSSF") in Luxembourg for distribution to the Professional investors under the Chapter 1 Article 53 of the Law of 12
July 2013 on alternative investment fund managers. 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 Kredittilsynet, the Financial Supervisory Authority of Norway.
responsAbility Nordics AS is authorised in Norway and regulated by Kredittilsynet, the Financial Supervisory Authority of Norway. 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.
© responsAbility Investments AG, 2020. All rights reserved.

responsAbility Investments AG

Josefstrasse 59
8005 Zurich
Switzerland

Phone
Fax

+41 44 403 05 00
+41 44 403 04 91

www.responsAbility.com
info@responsAbility.com
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