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Understanding the Investment Opportunity 2013

In Wild Fisheries

Overview
The fisheries sector represents a relatively undeveloped investment opportunity in comparison with the agricultural sector. With
increasingly global markets, privatization of many fisheries resources, and rising branding potential, opportunities in the sector
are emerging for investors who want to create new value, diversify their holdings, and achieve positive social & environmental
impacts. This paper focuses on the Wild Capture segment of the industry, highlighting the following:

The seafood market is a large and growing sector, with investment opportunities in production, processing and distribution.

The wild capture segment has strong underlying value drivers, with rising demand & constrained supply putting upward

pressure on prices worldwide.

Sustainable seafood, driven by buyer demand, is a growing segment of this market, with unique branding opportunities.

Investors will find both debt & equity opportunities to develop value from the fragmented supply chains, production
inefficiencies, financial bottlenecks, regulatory disruption and need for technical innovation.

For impact investors, fisheries overlaps with other issue areas such as food systems, livelihood creation, poverty alleviation
& environmental stewardship, as well as with strategies such as micro-finance & small business development.

A growing market and opportunity

For more information, contact:

Global seafood market worth about $390 billion. The
total value of the wild-caught seafood industry was
approximately USS389 billion globally in 2010, of which
$168 billion was from wild capture. This includes an
estimated $94 billion in value at the first point of capture,
and about $74 billion in the remaining supply chain.”

Asia dominates the sector. It has two-thirds of total
production, and almost 87% of the total numbers of
fishers.?

Rising demand for protein and seafood. Global
consumption of seafood more than doubled between
1980 and 2007, from 50 million tons to 115mt, and is
expected to be 230mt by 2050.*

Constrained wild catch supply. Although demand for
protein is projected to increase 74% over the next 30
years, wild caught supply is naturally constrained and will
grow by 25% at most.

Favorable price trends. The supply/demand dynamics
will continue the upward pressure on prices. The FAO
reports that wild capture fishery prices have been more
inflationary relative to aquaculture.5

Aquaculture unable to keep pace with demand.
Farmed fish has grown rapidly to help meet demand, but
pressure on wild supplies remains strong.6

The Global Seafood Market
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Global Fish Prices

Strong demand/supply dynamics are driving wild capture fisheries prices up
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Sustainable seafood opens new options
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Sustainably sourced and certified seafood is a growing segment of the market:

e Over-fished fisheries are driving awareness. Approximately
86 percent of the world’s fisheries are fished to their limits
or overfished. One third of fisheries are overfished or
recovering, representing both the underlying driver and
potential of the sustainable seafood market to create value
by managing these resources better. 7

e Retailer demand for sustainable seafood rising.
In 2011, 72% of seafood processors reported increased
requests for sustainably sourced products over the prior
8
year.

e Targets and standards becoming the norm. A growing
number of Western European and US based seafood
distributors and retailers are incorporating sustainability
targets and certification standards into their sourcing
strategies.

e Opportunities for new investors. Current investors in
fisheries are almost completely institutional with only a
handful of banks and funds developing expertise in this
area. The growth of sustainable seafood branding is
building new opportunities for smaller investors to engage
with smaller players in the sector, creating important social
and environmental impacts as well as profits.

Diverse supply chain and opportunities

e High diversity of species. The U.S. segment of this market,
including the harvesting and processing operations, is worth
$13.5 billion. The US market exemplifies the wide range of
species (both fish and shellfish) sourced from many
locations, and processed in different ways.

e A fragmented supply chain. The regional nature of fisheries
management together with the number of species and
different natural production cycles has resulted in a highly
fragmented supply chain, with a large number of small and
medium sized business operations competing.

e Heavy trading. Fish is one of the most traded “agricultural’
commodities. An estimated 37% of global fish production
ends up in international trade’, with an estimated value in
2011 of $125 billion. Japan and the United states are the
main importers, relying on imports for 60% and 54%,

Sustainability Status of Global Wild Fisheries

Opportunities exist to build, preserve or restore value depending on the fishery
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U.S. Commercial Harvest
Wide diversity offers many options for investors to specialize
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WILD FISHERIES CHALLENGES and the INVESTMENT OPPORTUNITIES
Stock Depletion. Weak or non-existent regulation and Sustainable Fishery Value Creation. The potential from )
enforcement and capital subsidization have stock recovery is large: sustainably managed fisheries
contributed to rapid decline in many wild fisheries. would reportedly increase total biomass, and thus
Besides the one third that are already in trouble, there harvest yields by some 15-95 million tons, valued
is concern around the fully exploited fisheries that between $26-$72 billion.™
could easily be next.

\ J
4 )
Volatility. Though global supply of fisheries overall may Vertical integration. Investing upstream to integrate
be stable, single species fishery supply can be highly production and harvesting, directly or through Fisheries
volatile, driven by natural biomass fluctuations, Improvement Projects (FIPs), may increase security of
overfishing, and poor management policy. Price supply for processors, as well as offer value added

volatility is further affected by substitution from other branding opportunities.
regions or species for some products. The volatility is
most visible for producers and harvesters, whereas Horizontal integration. Merging the purchasing of wild
processors have developed flexible operations to caught fish with aquaculture product lines may mitigate
manage it. Since fresh fish cannot be stored, it is often risk and facilitate substitution during periods of scarcity.
dumped into value chains at low prices. This is not a
problem for frozen fish. Working capital & supply chain finance
Financing producers to allow investment in storage and
Complex, fragmented supply chains. This inherent quality maintenance measures may level supply
volatility, coupled with the thousands of species each throughout the year and improve prices for fishermen.
caught or farmed under distinct conditions & biological
cycles has resulted in a highly fragmented supply chain, Risk management finance / insurance products.
in stark contrast to other vertically integrated protein Fisheries still lacks many value added supply chain
industries such as poultry and beef. improvements, as well as financial and risk products that
\_ are common in agriculture. Y,
Regulatory Risk. Fisheries where there are no access Market  disruptions &  transformation. New\
limitations, primarily found now in the developing management systems which establish rights to or which
world, are most at risk of increased volatility and limited access to fishery resources can drive increased
decline in catch levels. Where regulatory frameworks efficiency. With investment in the right areas, this can
are in place, they vary significantly by region and improve revenue potential for fishing vessels, flexibility
species. Policy reform tends to be pending, underway, and price stability for ports, and product quality &
or resisting reversal in many areas. recovery for processors. All of these result in new
business opportunities. 12
Resource ownership. New resource management
systems, such as Individual Transferable Quotas (ITQs),
or catch shares, can open new opportunities for
businesses to take ownership and gain from a well-
managed fishery.
Technology innovation. New data capture strategies
through creative financing or technology investments
can create opportunities for investors to work with
governments and supply chains demanding more
\ certainty. /
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Opportunities for Investors to
Engage in Wild Fisheries

Investment vehicles and intermediaries that cover the wild
fisheries sector are still at an early stage. However a range of
opportunities are emerging, including the following:

e Cash/ Thematic CDs: The RSF Social Finance “Social
Investments Fund” and Calvert Foundation’s Community
Investment Notes offer opportunities for investors to
securely invest cash in food system portfolios including
fisheries.

e Grants/Guarantees: Investors can look for opportunities
to offer grants as loan guarantees to project based funds
such as the Cape Cod Fisheries Trust or to investment
intermediaries such as RSF Social Finance, Root Capital,
Calvert Foundation, or Verde Ventures tagging their
capital for fisheries related projects where feasible.
Providing grants or PRIs as guarantees to these
organizations specifically for fisheries can leverage debt
capital from the broader commercial markets.

e Debt: There is a need for both below-market rate and
market-rate debt for fishermen and businesses in the
supply chain. Investors can work through Community
Development Financial Institutions (CDFIs) or other
intermediaries which support fisheries. They can also
offer Program Related Investments (PRI) or debt directly
to funds such as the Cape Cod Fisheries Trust or to one of
the new permit banks/ community quota funds that are
being developed on the East and West Coasts of the u.s.®

e Private Equity: Investors interested in private equity
investments may consider the work of Unitus Impact, a
venture capital firm investing in scalable companies that
increase incomes and improve the livelihoods of low-
income populations in Asia, including fisheries.

e Public Equity: Investors may want to do a screening of
the publicly traded companies in which they invest — to be
certain they have a sustainable seafood policy in place
and are actively engaged in responsible sourcing of
seafood supply. They can also invest in funds which have
specific screens, such as the Rockefeller Ocean Strategy, a
fund investing in a portfolio of 60-80 publicly traded
businesses which support sustainable oceans.

e Knowledge and Network Building: Investors seeking to
learn more about fisheries and aquaculture can engage
with Fish 2.0, a business competition and network
connecting businesses and investors. Investors can
participate as advisors and judges to offer a few hours of
pro-bono services to fishing and aquaculture business
owners, while learning more about the seafood

-
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\ marketplace and potential opportunities for investment. /
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Overlapping Issue Areas for
Impact Investors

Impact investors will find that fisheries investments have
significant overlap with many of the more developed issue
areas. Investment synergies can be found in many, including:

e Food Systems. Worldwide, fish provide over 3 billion
people with almost 20% percent of their animal protein.14
Impact investors seeking to improve food systems will find
unique mission-related opportunities in both coastal and
inland waters, and be able to develop synergies with their
work on land-based agriculture.

e Poverty. Fishing is the livelihood of some of the poorest
communities in developing countries. Improving their
equipment, access to markets and management of the
resource can have deep impacts on poverty and food
insecurity.

e Livelihoods The growth rate of employment in the fishing
industry continues to outpace agriculture trends.” Itis
estimated that about 55 million people were directly
engaged in capture fisheries or aquaculture in 2010, up
from 17million in 1980. At least 12 percent of these were
women. For each person employed in capture fisheries
and aquaculture production, about three jobs are
produced in secondary and post-harvest activities, for a
total of more than 180 million jobs in the industry.
According to the latest figures, the livelihoods of about
357 million people are directly affected by small-scale
fisheries, and they employ more than 90 percent of the
world’s capture fishers.™

e Environmental Stewardship. Though consumer and retail
demand for sustainable seafood sources is high, such
supply is still limited. Impact investors seeking to raise the
profile of sustainable resource stewardship will find high
profile opportunities in the fisheries sector.

e Innovation. Fisheries and aquaculture remain relatively
undeveloped fields in terms of innovative business
models, with significant needs for technology
improvements. The sector is ripe for innovation-oriented
investors and market demand for more efficient
production and distribution technologies is strong.

S

Next issue of this paper coming in Spring!
The next in this series of briefing papers will be released in the
spring of 2013. The focus will be on Understanding the
Investment Opportunity for Aquaculture.

For more information and resources on fisheries financing,
please visit www.mantaconsultinginc.com or www.fish20.org

For more information, contact: info@mantaconsultinginc.com o MAN
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! Referenced in WWF - The 2050 Criteria: Guide to Responsible Investment in Agricultural, Forest, and Seafood Communities, p.67. (Accessed on worldwildlife.org/publications/the-2050-
criteria-guide-to-responsible-investment-in-agricultural-forest-and-seafood-commodities (Original source of data is the is Global Industry Analyst, Inc., “Seafood (Frozen, Canned, &
Fresh) — a Global Strategic Business Report.”)

> FAO, The State of the World’s Fisheries and Aquaculture, 2010. The calculations for the total wild capture market are extrapolations based on the overall industry, using two figures — the
industry reported value of $389b (see 1 above), and the FAO 2010 reported first catch value of $217b (in 2010), which implies a total value of 1.8x catch value. FAO reports the value at
Capture of the wild capture fisheries as being worth $93.9 billion in 2009, from which one extrapolates a total market value of $169 billion (1.8x93.9b) for the Wild Capture sector. This is

corroborated by the reported value of $148b for this segment in 2004, in World Bank & FAO. The Sunken Billions: The Economic Justification for Fisheries reform. 2009.
3
FAO, 2012, page 41.

*FAO, 2010. Page 26.

® FAO Fish Price Index/Norwegian Seafood Export Council, in FAO, The State of the World’s Fisheries and Aquaculture, 2010, p. 50.
®Swartz W, Sala E, Tracey S, Watson R, Pauly D (2010) The Spatial Expansion and Ecological Footprint of Fisheries (1950 to Present)
7

FAO, 2012, p.53

8 Seafood Source 2011 - Survey of Distributors. Seafood Choice Distributor Survey. 72.1% of respondents to stated increased requests by customers for sustainably caught seafood, an
increase from 64.4% in 2009. http://www.seafoodbusiness.com/articledetail.aspx?id=11966

° World Bank & FAO. The Sunken Billions: The Economic Justification for Fisheries reform. 2009. p.5
°FA0, 2012. P. 15

" world Bank, 2009. P. xix.
2 Grimm, D., Barkhorn, I., Festa, D., Bonzon, K., Boomhower, J., Hovland, V., & Blau, J. 2012. Assessing catch shares’ effects: Evidence from Federal United States and associated British
Columbian fisheries. A publication by Environmental Defense Fund and Redstone Strategy Group.

B3 please contact Manta Consulting for referrals and information on specific opportunities of this nature.
14
FAO, 2012, p.5

> FAO, 2010. P.26
1 FAO, 2012, pages 10, 91
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