
   

  

DWS Global Agribusiness Offshore Fund  
(An open ended overseas fund of funds scheme) 
 
Monthly Update — December 2011 for DWS Invest Global Agribusiness 
Fund (the underlying fund) 

 
Global financial markets rallied mid-month as a result of positive data from the United 
States combined with strengthening investor sentiment towards Europe.  The rally came 
after global indices fell to the lowest level of the month as euro currency issues and 
rising borrowing costs for Italy kept investor anxiety levels elevated. The market rose 
after a report on the U.S. housing sector exceeded consensus expectations.  Housing 
starts in the U.S. surged 9.3% in November, rising to the highest level in 19 months, with 
a noted increase in construction permits. As the housing industry has been mired in 
recession for years, both data points were a welcome relief.  The sentiment in Europe 
began to reverse as European markets rose mid-month after the German Ifo business 
confidence index rose in December and exceeded analysts' projections.  Separately, 
Spain sold €5.64 billion (US $7.33 billion) of short-term Treasury bills, exceeding the 
target of €4.5 billion. The average yields fell sharply from the previous auction of bills in 
November. In total, the amount of longer-term bonds Spain had sold was almost two 
times more than it had anticipated. 
 
Turning to agriculture, the US Department of Agriculture (USDA) made a few changes to 
the U.S. balances in the December World Agricultural Supply and Demand Estimates 
(WASDE) report. The only changes for 2011-12 corn/soybean projections were a five 
million bushels decrease in food, seed, and industrial (FSI) and twenty-five million 
bushels decrease in soybean exports. Some adjustments were made to the USDA‘s 
price forecasts (corn from $5.90 to $6.90, soybeans from $10.70 to $12.70). Market 
analysts will now wait until January for a sense of South American production estimates 
and export numbers. Without any significant change to supply/demand fundamental 
information, it should be external factors that move crop prices until Latin American and 
U.S. planting takes center stage for upstream companies.  
 
December 2012 corn futures prices continue the uptrend that began in late November. 
The possibility of higher prices into spring continues with poor weather conditions in 
Argentina, Uruguay and parts of Brazil.  It is also important to remember that when 
prices hovered at $6.00 for the second and third quarters of 2011, farm input use was 
projected to increase year over year. After declining in the fourth quarter, prices have 
resumed the uptrend. But estimates have not kept pace with the stabilisation in farmer 
net income.   
 
 
 



   

  

Gross U.S. farm income and net cash income at historic highs 

         
 Source: ERS, USDA, Global Thematic Partners (GTP), 2011F=2011 Forecast 

 
While the focus has been on the forecasts from the USDA, prior revisions have been 
significant.  It was reported this month that last year, the USDA overestimated the size of 
the harvest in its monthly forecasts by an average of 6%, the widest average 
overestimation since 1995. That means the final harvest was about 750 million bushels 
smaller than what was forecast—equal to about 20 days of consumption. In 2009, the 
department underestimated the crop by an average of 4.5%, the biggest underestimation 
since 2004. Current USDA figures for this year suggest that the department 
overestimated the total crop by nearly 10% early in the season.  U.S. corn stocks are 
currently at historic lows. 

 
Global stocks-to-use at historic lows 

   Source: WASDE, GTP    
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This past month the Global Thematic Agribusiness team spent time understanding the 
reclamation process at various phosphate mine sites in North America.  The team made 
stops at agribusiness assets located in central Florida to discuss pertinent issues to the 
stakeholders, such as environmental legislation, sustainability and land transformation.   
 
The trip provided valuable insight into the relationship between the local and federal 
judiciary and the unique approach each has taken to evaluating environmental cases.  
Specifically, we were able to see what is at stake for local shareholders and understand 
the environmental issues at hand.              
 
Overall, a key take-away from the trip was the intensity of the effort and science behind 
the stewardship of the land.  The reclamation process after mining employs: surveys 
taken for pre-mining and post reclamation hydrology, land use analysis and soils and 
vegetation assessment.  These plans are approved before mining begins.  The mined 
acreage will be reclaimed as forested and herbaceous wetlands, bay swamps, wet 
prairie, pine flatwoods, other types of upland forests, pasture and ―land and lakes‖.  
Stakeholder engagement was an important mechanism for the company‘s biologists, 
engineers and consultants to create a reclamation plan that complements the preserved 
area and existing wetlands. 
 
Performance Commentary 
 
The global index outpaced the DWS Global Agribusiness fund through mid-month as the 
performance from the top ten performers was focused in food retail, with mixed 
performance from the supply chain managers.  Specifically, food retail companies in the 
U.S. added 42 bps of performance as grocery industry dollar sales were up 3-4% in 
November and unchanged from October, ahead of analyst‘s expectations.  The 
performance from the supply chain managers Viterra and Graincorp added 30 bps to 
performance.  An additional contribution to return of 13 bps was seen from specialty food 
processing such as food seasonings producer Daesang Corp. Downstream holdings in 
Safeway, Supervalue and Ralcorp also performed well with sentiment improvement 
towards private label production and distribution as well as low price elasticity for food – 
at least in high income countries. 
 
 
 
 
 
 
 

 



   

  

 
Not much performance could be gained from other supply chain management exposures 
as the main detraction of 98 bps came this month from the two U.S. based companies, 
Archer Daniels Midland and Bunge.  While short-term concerns have been raised about 
corn crush margins in the former case and the profitability of oilseed processing in the 
latter case, our analysis of the underlying assets of the businesses concludes that the 
long-term food demand drivers will drive future revenue growth and capacity utilisation 
rates. 
 
Although crop prices recovered from November lows, fertiliser stock performance did not 
follow, with CF Industries being the exception. Price stabilisation for all three big fertiliser 
types and increasing volumes in the first quarter of 2012, combined with lower input 
costs, could lead to decent margins in coming quarters. One aspect of delayed buying 
that has not been discussed in the investment world: due to the good shape of the global 
farmers‘ balance sheet, is the fact that the farmer has the financial muscle to negotiate 
harder with wholesalers. The consequence will only be a delay in purchasing, unlike 
2008, where we experienced a buyers strike due to looming drops in farm income, a 
higher global economic insecurity and double the price level for fertilisers compared with 
today. 
 
Positive performers in terms of contribution to return for December included: 
 
SUPERVALU, +10.5%, performed well this month after the announced takeover of 
Winn-Dixie Stores.  The announced transaction valued Winn-Dixie at a premium to 
SUPERVALU providing the company with a strong valuation support level. Additionally, 
Wall Street analysts performed a deep dive into SUPERVALU‘s discount banner and 
concluded that this business and the wholesale business alone could justify the current 
stock price, and that the traditional grocery business was a free option for investors. 
 
Safeway, +5.9%, improved this month after announcing that it would refinance a portion 
of its notes outstanding and increase its share repurchase program. Safeway plans to 
offer $800 million in notes to repay a tranche of debt due in August and in part to fund 
share repurchase activity.  The company was further supported after the announced 
takeover of Winn-Dixie, as the premium offered exceeded Safeway‘s valuation. 
 
Viterra, +2.9%, increased this month on reports of a new service agreement between 
the company and Canadian Pacific. This agreement focused on improving supply-chain 
management between the two companies, including sharing performance benchmarks. 
Later in the month the company provided an update on the South Australian grain 
harvest which continued to show strong results in both wheat and canola yields. 
 
GrainCorp Ltd., +9.9%, performed well this month as the large Australian harvest 
continued to pressure tight storage constraints.  As the largest grain handler in the 
country, analysts noted that GrainCorp will benefit from increased carryover of the 2011 
crop, increased storage fees, and additional port loadings. Furthermore, the strong 
demand for Australian wheat remained supported by supply-constraints in the FSU, 
China, and the US.  
 
Daesang Corp., +26.3%, improved this month as analysts expected that the company 
would continue to benefit from sales volume growth and improving price realisations.  
The Street also expected that the company would face less domestic competition in 



   

  

2012, and that Daesang would start to benefit from conclusion of its restructuring 
program. Lastly, the company witnessed increasing prices in its starch sugar division, 
leading to improved earnings momentum. 
 
 
 
Negative performers in terms of contribution to return for December included: 
 
Bunge, -8.5%, decreased this month after an initiation of coverage report was released 
that questioned how long the oilseed processing industry would remain underutilised.  In 
this report, the analyst primarily focused on this one side of Bunge‘s business, and less 
emphasis was put on the company‘s operations outside of North America.  At the end of 
the month the company announced that Bunge‘s Indian subsidiary would purchase the 
edible oils and fats businesses of Amrit Banaspati. 
 
K+S Ag, -16.4%, fell this month after potash producers reported production curtailments 
due to weaker than expected fourth quarter demand. Fertiliser retailers in both Western 
Europe and Latin America slowed purchasing patterns as inventories were adequate 
during the seasonal planting lull. Nevertheless, the stock improved from mid-month lows 
after an analyst reiterated a buy recommendation citing the potential for demand to be 
reignited in the first quarter of 2012. 
 
Metro AG, -25.7%, was negatively impacted after reducing sales and earnings guidance 
for 2011 after recently suggesting that EBIT could be upwards of 10% greater than the 
prior year.  The company cited a weak start to the Christmas season, negative currency 
effects and the impact of the sovereign debt crisis on consumer confidence, as reasons 
for the revision. Later in the month the company indicated that the sale of its department 
store chain Kaufkof would likely be pushed into the following year. 
 
Archer Daniels Midland, -5.1%, fell early in the month as corn crushing margins began 
to retreat from multi-year high levels. At the company‘s analyst day, management noted 
that this reversion would likely occur due to accelerated ethanol blending prior to the 
expiration of the ethanol subsidies at the end of 2011.  Toward the end of the month the 
company concluded the acquisition of Elstar Oils, further supporting efforts to expand its 
Eastern European asset base. 
 
AGCO, -6.1%, decreased this month after releasing a strong outlook for 2012, but failing 
to upgrade earnings guidance for the fourth quarter of 2011.  The street expected AGCO 
to raise fourth quarter earnings due to continued reports of strong sales volumes across 
the key Western European farming countries.  Nevertheless, the outlook for 2012 was 
very positive due to a strong order book and better than expected integration benefits 
from the recently announced acquisition of GSI.  
 
Investment Strategy and Outlook 
 
The reality that positive fundamentals of farm net income and subsequent grain 
movement have increased the economic rent of those companies positioned at the farm 
gate, has not been completely reflected in the performance of the portfolio.  Overall, we 
believe the performance of the fund over the past year reflects investor anxiety related to 
the profitability of the agribusiness value chain given the recently volatile nature of the 
operating environment.  The portfolio was positioned with the highest weights on 



   

  

average throughout the year in supply-chain managers and agricultural chemical/seed 
producers.  Of these two sectors the chemical and seed producers have made 
significant contributions to the total return of the portfolio based on capital allocation.  
This portfolio selection has reflected our view that the continuous stress on the 
agribusiness chain will accrue economic rents to this sector as both industries are best 
positioned to benefit from crop shortfalls. 

 
Natural Catastrophes 2011 

          
 

Source: Münchener Rückversicherungs-Gesellschaft, Geo Risks Research, 
NatCatSERVICE 

 
On the weather front, climate/weather had a big impact on crop yields- insurers have 
noted that severe weather events can largely be explained by the La Niña climate 
phenomenon. As part of this natural climate oscillation, weather fronts with cool air from 
the northwest more frequently move over the central states of the USA and meet humid 
warm air in the south. La Nina also tends to bring drought to South America and flooding 
rains to Australia, which was the case in 2011. Under such conditions, extreme weather 
events are more probable than in normal years. 
As a result of La Nina the globe recorded one of the lowest stocks-to-use in decades, 
stressing the current supply chain to increase agricultural output. The long term loss of 
arable land does not give much flexibility in terms of short term shift in agricultural 
production regions: 
 
 

 



   

  

Schematic Overview of Risks Associated with Main Agricultural Production Systems 

 
Source: Food and Agriculture Organisation, GTP 
 
 

We have written on many occasions previously in our reports about the importance of 
improving logistics for the proper functioning of the agri supply chain. Africa is a good 
example of a continent trying to overcome logistic difficulties.  In a book published this 
year, The New Harvest, Agricultural Innovation in Africa, Calestous Juma outlines some 
of requirements for development, including renewed infrastructure, building human 
capabilities and stimulating agribusiness development.  Juma highlights what we have 
stressed for years - reliable logistics are absolutely critical for growth and innovation in 
agriculture and agribusiness.  Sufficient roads, rail and seaports are essential elements 
for trade, international exports, and the cross-border investments that make both 
possible.  Juma makes a key observation that innovation in other areas of agriculture 
such as improved genetic material, better access to capital, and best farming practices 
will produce results only if farmers and companies have a way to get their products to 
market and get critical inputs to farms. 
   
As we have made the argument earlier, investments across the agri value chain will 
have to happen in the near term and continue for the foreseeable future. Equity 
investments only represent one alternative but it is a very fast way to allocate needed 
capital. With a wide range of proprietary developed analysis and investment tools the 
GTP agribusiness team tries to stay ahead of new technological developments, market 
share changes, replacement cycles, asset valuations, consumer trends and obvious 
climate issues. As incremental investors, analysts and politicians incorporate our holistic 
way of thinking about the agribusiness value chain, they not only could provide 
increased liquidity in the public markets, but as the world‘s largest agribusiness equity 
investor, they are likely to also seek our advice to enrich the discussions. Finally, for us it 
is self evident that we are following sustainable investment criteria which we apply within 
our investment process.  As always, we are prepared for the worst and hope for the 
best. Over the next years, we hope the governing agencies improve reporting accuracy 
and inventory count of crops, increase transparency on who is trading crops, reinforce 
the understanding that investments have to happen soon and identify and treat equity 



   

  

and soft commodity markets as a solution to overcome inefficiencies in global 
agribusiness. 
 
Short term we believe higher volatility in food prices will continue due to climate, 
regulation, and macroeconomic disturbances. Crop planting issues from 2009/2010 (La 
Nina) have the potential to effect global planting decisions into the next year. This will 
only increase the volatility and outcomes of prices as the value chain is stretched for yet 
another year to deliver nutrition to the planet.  Demand is yet again predicted to grow at 
the relentless rate of 2% per annum.  We could see a scenario of further dwindling 
inventory levels, stable to slightly upwards moving crop prices and further food inflation.  
 
For 2012 we expect: 

1. Stabilisation and improvement in certain crop prices due to climate issues 

already improving in parts of Southern and Northern America. 

2. Potentially higher imports from China due to a permanent increase in animal 

protein consumption. We believe more Chinese funding will be set aside for 

domestic agribusiness research and developments but also for foreign 

investments. 

3. The return of non-branded food will offer a good opportunity to benefit from 

market share shifts in high income countries. 

4. Continuing progress in some of our ‗restructuring‘ companies that have already 

achieved or passed certain financial milestones. 
5. Current valuations lead to many classical ―make or buy‖ situations that should be 

discussed in board rooms. Global companies might want to expand their 

geographic footprint of assets and customers, diversify into other natural 

resources, benefit from the rapid growth of the bottom billion income group, or 

expand their range of services offered. 

6. More attention paid to DNA sequencing in light of food production and eating 

behavior. 

 

  



   

  

Top Contractors/Detractors* as of end of December 2011* of DWS Invest 
Global Agribusiness Fund (Underlying Fund) 
 
 
 

 
 

     * Past performance is no guarantee of future results. Holdings are subject 
        to change. 
 

        
 
 
 
 
 
 
 
 
 
 



   

  

Top 10 Holdings* as of end of December 2011* of DWS Invest Global 
Agribusiness Fund (Underlying Fund) 
 

 
 

* Past performance is no guarantee of future results. Holdings are subject to change 

 
Geographic Distribution as of end of December 2011* of DWS Invest Global  
Agribusiness Fund (Underlying Fund 

   * Weights are subject to change 
    

 

Top 10 Holdings Country Sub-Industry Weight
10 Highest 46.80

Bunge Ltd. United States Agricultural Products 7.33

Viterra Inc. Canada Agricultural Products 6.30

Archer Daniels Midland Co. United States Agricultural Products 6.13

Monsanto Co. United States Fertilizers & Agricultural Chemicals 4.66

Mosaic Co. United States Fertilizers & Agricultural Chemicals 4.44

Syngenta AG Switzerland Fertilizers & Agricultural Chemicals 4.13

K+S AG Germany Fertilizers & Agricultural Chemicals 3.73

Yara International ASA Norway Fertilizers & Agricultural Chemicals 3.70

AGCO Corp. United States Construction & Farm Machinery 3.24

Safeway Inc. United States Food Retail 3.15

Geographic Distribution Weight (%)
United States 40.56

Canada 7.79

Switzerland 6.94

Brazil 6.36

Germany 6.34

Australia 5.05

Norway 4.81

United Kingdom 2.80

France 2.46

China 2.33

Spain 1.99

Netherlands 1.92

Hong Kong 1.70

Austria 1.27

South Africa 1.20

Japan 1.00

Singapore 0.82

Luxembourg 0.75

India 0.68

South Korea 0.64

Argentina 0.48

Russia 0.47

Indonesia 0.35

Ireland 0.30

Denmark 0.29

Cyprus 0.28

Mexico 0.23

Israel 0.16



   

  

Sector Distribution* average for December 2011* of DWS Invest Global 
Agribusiness Fund (Underlying Fund) 
 

 
 
* Past performance is no guarantee of future results. Weights are subject to change 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Sector Portfolio Index
Average 

Weight (%)

Average 

Weight (%)

Consumer Discretionary 0.82 10.33

Consumer Staples 57.44 10.94

Energy 0.00 11.74

Financials 2.34 17.70

Health Care 2.59 10.36

Industrials 7.15 11.00

Information Technology 0.00 12.21

Materials 29.52 7.35

Telecommunication Services 0.00 4.42

Utilities 0.00 3.94



   

  

 
Sub-Industry Distribution* average for December 2011* of DWS Invest 
Global Agribusiness Fund (Underlying Fund) 
 

 
 
* Past performance is no guarantee of future results. Weights are subject to change 
 
 
 
 
 
 
 
 
 
 

Sector Portfolio Index
Average 

Weight (%)

Average 

Weight (%)

Food Retail 9.08 0.93

Packaged Foods & Meats 10.77 2.61

Food Distributors 1.47 0.10

Highway & Railtracks 0.84 0.11

Railroads 1.01 1.06

Life Science Tools & Services 1.98 0.25

Speciality Chemicals 0.17 0.56

Forest Products 0.00 0.00

Industrial Machinery 0.05 1.29

Marine Ports & Services 0.37 0.05

Metal & Glass Containers 0.12 0.09

Restuarants 0.62 0.97

Marine 1.14. 0.13

Household Appliances 0.20 0.05

Brewers 1.02 0.59

Other 0.14 0.00

Biotechnology 0.25 0.84

Diversified Banks 2.34 6.56

Health Care Distributors 0.36 0.26

Construction & Farm Machinary & Heavy Trucks 3.75 0.92

Hypermarkets & Super Centers 1.44 0.94

Fertilizers & Agricultural Chemicals 29.23 0.73

Agricultural Products 33.67 0.20



   

  

Statutory Details: Deutsche Mutual Fund (the Fund) had been set up as a trust under 
the Indian Trusts Act, 1882, settled by Deutsche Asset Management (Asia) Limited 
(DeAM Asia) (liability restricted to Rs 1 lakh). The Sponsors of the Fund are DeAM Asia 
and Deutsche India Holdings Private Limited. The Trustee of the Fund is Deutsche 
Trustee Services (India) Private Limited and the Investment Manager to the Fund is 
Deutsche Asset Management (India) Private Limited. DWS Investments is the global 
mutual fund brand of Deutsche Asset Management.  
 
Standard Risk Factors: All mutual funds and securities investments are subject to 
market risks, and there can be no assurance that the fund's objectives will be 
achieved. As with any investment in securities the NAV of the schemes may go up 
or down depending upon the factors and forces affecting the securities market. 
Past performance of the Sponsor/AMC/Mutual Fund does not guarantee future 
performance of the schemes. The sponsor is not responsible or liable for any loss 
resulting from the operation of the schemes beyond the initial contribution of Rs. 1 lakh 
made by it towards setting up the Fund. DWS Global Agribusiness Offshore Fund 
(DGAOF) (an open ended overseas fund of funds Scheme with the  investment 
objective of the scheme is to generate long-term capital growth by investing 
predominantly in units of overseas mutual funds, focusing on agriculture and/or 
would be direct and indirect beneficiaries of the anticipated growth in the 
agriculture and/or affiliated/allied sectors) is the name of the Scheme and does 
not in any manner indicate either the quality of the scheme or its future prospects 
and returns. The Scheme is not a guaranteed or assured returns Scheme. Options: 
Dividend (Payout & Reinvestment) and Growth. Minimum Application Amount: Rs. 
5000/- and in multiples of Re. 1/- thereafter. Additional Application Amount: Rs. 
1000/- and in multiples of Re. 1/- thereafter. Minimum Redemption Amount: Rs. 
1000/- and in multiples of Re. 1/- thereafter. Load Structure: Entry Load – Nil; Exit Load 
– 1% if redeemed/ switched out within 12 months of allotment. Asset Allocation: 80 – 
100% in the units/securities issued by overseas mutual funds or unit trusts, 0-20% in 
Debt Instruments including Government Securities, Corporate Debt, Money Market 
Instruments, (including cash and units of domestic money market mutual funds. 
Benchmark: MSCI World Index. NAV will be declared and calculated on every business 
day on T+1 basis on AMFI and Fund Website. NAV shall be published next business day 
on T+2 basis in two daily newspapers. Investors will be bearing the expenses of the 
Scheme in addition to the expenses of the Underlying Scheme. Please refer to the 
Scheme Information Document of the Scheme for other details including the 
scheme specific risk factors before investing. 
 
Copy of the Scheme Information Document/ Key Information Memorandum can be 
obtained at any of our Investor Service Centres or on our website www.dws-india.com  

 
Disclaimer: This document should not at any point of time be construed to be an 
invitation to the public for subscribing to the units of Deutsche Mutual Fund. Deutsche 
Mutual Fund, its AMC and Trustee Company does not solicit any action based on the 
information contained in the document and does not recommend any action based on 
the same. The information/graphs contained in this document are based on certain 
assumptions and have been compiled from sources which DeAM believes to be reliable, 
but cannot guarantee its accuracy or completeness The views of the Fund Manager 
should not be construed as an advice and investors must make their own 
investment decisions regarding suitability of the funds based on their specific 

http://www.dws-india.com/


   

  

investment objectives and financial positions and using such independent 
advisors as they believe necessary. 

Visit us at www.dws-india.com or email: dws.mutual@db.com or  
Call us on our Toll Free: 1-800-209-5005 (9.00 A.M. to 6.00 P.M.) 

 

Contacts: Ahmedabad: +91 (079) 65124445/26463005 Bangalore: +91 (080) 
66935651/52/25590110 Chandigarh: +91 (0172) 4628570 Chennai: +91 (044) 
64504425/26/27 Cochin: +91(0484) 2366686/698 Coimbatore: +91 (422) 4393270 
Hyderabad: +91 (040) 64555700/27846970 Indore: +91 (0731) 6452033/34 Jaipur: 
+91 (141) 6505302/303 Kolkata: +91 (033) 65367818/65480465/464 Lucknow: +91 
(522) 6569687/688 Mumbai: +91 (022) 66584350/4342/4305 New Delhi: +91 (011) 
41522647/2646 Pune: +91 (020) 40068171/26359300 Vadodara: +91 (265) 
3095446/447 
 

http://www.dws-india.com/
mailto:dws.mutual@db.com

