
Q4 2023
The Food Revolution



Picard Angst

IN
VE

ST
O

R 
LE

TT
ER

 Q
4/

20
23

Dear Investors,

The fourth quarter of 2023 was strongly driven by the high volatility in US interest rates. The US 
10-year yields were up +8% in October and have since experienced a significant drop. As already 
discussed before, this development had an impact on the valuation multiples of our “Food Revolution” 
portfolio, which was significantly down in October and recovered strongly thereafter. The fund closed 
the quarter +8.85% in USD, +0.15% in CHF, and +4.34% in EUR, resulting in an overall performance 
for 2023 of +0.44% in USD, -8.63% in CHF, and -2.95% in EUR.

In this quarterly investor letter, we discuss the 2024 outlook for our portfolio, the key themes for the 
year to come, and how our “Food Revolution” portfolio is exposed to them.
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The “Food Revolution” in 2024

2023 was an eventful year in many aspects. It was a year that saw several of the drivers behind the 
structural shift of the global agri-food industry accelerating.

Furthermore, the agri-food system saw a number of the headwinds easing, e.g. distorted supply chains 
and inflated input costs.
Despite these developments, which are pointing to an improving fundamental mid-term outlook for 
most of our portfolio companies, valuation multiples remained under pressure as a result of increasing 
rates and an ongoing capital drain in the small- and mid-cap area. We have discussed this divergence 
between fundamentals and valuation multiples in previous quarterly investor letters.
In this investor letter, we look ahead and describe the dynamics we expect to shape the agri-food 
environment in 2024 and how we have positioned our portfolio accordingly:

1. Food price inflation to normalize
The inflation in general, as well as food inflation in particular, that we have seen in the past two years 
have been the consequence of numerous disruptions on the supply-side. The inflationary effects of 
the pandemic, including distorted supply chains and labor shortage, were further aggravated by the 
war in the Ukraine and its impact on energy and soft-commodity prices.

The resulting rise in input costs has been a drag on our portfolio companies’ margins, which was only 
partly mitigated by price increases. This headwind gradually disappeared in 2023, as supply chains 
normalized, and China lifted its COVID restrictions. Furthermore, energy, soft commodity, and logistic 
costs peaked during the year, resulting in the price-cost-dynamic turning positive and margins 
expanding again.

Just as inflation is “eating its way” through the value chain, deflation is doing the same. As shown in 
Figure 1, input costs for US food manufacturers (reflected by the PPI Food Manufacturing) had declined 
significantly from their peak by mid-2022. This points to a further decline in consumer food prices, 
which usually lag the PPI by two to three quarters.

Food security has become a priority for a large number of countries that are aiming 
to reduce their dependence on foreign food sources in a world faced with rising 

geopolitical tension.
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This said, certain companies benefit more than others. While upstream companies (exposed to the 
earlier phases of the agri-food value chain) tend to benefit during inflationary periods, midstream food 
processors and food ingredients companies do so when inflation is normalizing.

Figure 1: 

US Producer Price Index Food Manufacturing vs. US Consumer Food Price Inflation

Sources: FAO; U.S. Bureau of Labor Statistics
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A more stable inflationary environment is generally good news for the whole sector, 
as price stability helps businesses to plan their savings, spendings, and investments 

more effectively. 
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1 Intereconomics (2022), The War in Ukraine, Agricultural Trade and Risks to Global Food Security
2 PepsiCo, Coca-Cola, Tyson Foods, Mondelez, Kraft Heinz, General Mills, Hershey, Sysco, Kellogg, McCormick

2. Destocking across the value chain coming to an end
The start of the Russian invasion of Ukraine in February 2022 was a major shock for the global agri-
food system. Both countries, Russia and Ukraine, are key exporters of agricultural commodities. Russia 
is the largest global exporter of wheat and fertilizers, while Ukraine is the largest exporter of sunflower 
oil and the fourth largest exporter of corn. Their combined export market share for 2015-2020 was 
28% for wheat, 15% for corn, 66% for sunflower oil, and 16% for fertilizers1. Coming hot on the heels 
of the COVID-pandemic, this proved to be the next shock for global agri-food supply chains and further 
aggravated existing tensions on the agricultural commodities market.

Consequently, food manufacturers had no other choice but to adapt to ensure that they could continue 
to deliver the required products in sufficient quantities. This resulted in an inventory build-up across 
the whole agri-food value chain. This is shown in Figure 2, which illustrates the development of 
inventories as a percentage of annualized sales for ten of the largest US Food producers since mid-
20212.

Figure 2: 

Inventories as a % of Sales of Major US Food Companies

Source: Bloomberg; Picard Angst research
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The peak level of inventories was reached in Q1-23 where it stood at 9.6% of sales, well above the 
five-year-average of 8.3%. As a result of the Black Sea grain deal as well as an ongoing redirection of 
key commodity exports from Russia and Ukraine, favorable winter weather, and slowing global eco-
nomic activity, the pressure exerted on global agricultural supply chains has eased, allowing food 
companies to gradually reduce their excess inventories. Furthermore, rising interest rates have in-
creased the cost of working capital, further shifting companies’ priorities from holding sufficient inven-
tory safety stocks to getting the balance sheet in shape and improving cash flow generation.
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Figure 3: 

Number of Food & Agriculture M&A Transactions

Source: Capital IQ; Factset; PitchBook; Capstone Partners
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The following destocking during Q2-23 and Q3-23, particularly in the US, has been remarkable and 
resulted in weak volumes for food ingredients companies. Most of our portfolio companies expect the 
destocking to gradually fade during Q4-23, which would be in line with the development shown in 
Figure 2. At 8.7% of sales (as of end-Q3), inventory levels are approaching the long-term average. 

The main beneficiaries should be food ingredients producers, which in total amount to 23% of our 
“Food Revolution” portfolio.

3. Increasing M&A Activity
As discussed in the previous investor’s letter, the “Food Revolution” universe has experienced a 
significant de-rating in the past two years – despite the rally in November and December 2023. Our 
portfolio currently trades at 13x EV/EBITDA 2025E, which is well below the 2021 peak (19x) and the 
long-term average (16x).
Interestingly, while the number of global Food & Agriculture M&A transactions declined by -30% in 
2022, they have shown clear signs of stabilization in 2023. By end-Q3 2023, the YTD number of M&A 
transactions increased by +8% compared to the same period in 2022 (see Figure 3).

As the industry is entering 2024 with more normalized inventory levels, we expect 
volumes to start growing again.
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Despite the valuation de-rating seen in publicly listed agri-food companies, transaction multiples have 
shown a remarkable resilience and remained in a healthy range of 15-20x EV/EBITDA. What has 
changed though is the character of the average acquirer.

Examples of these types of deals from our universe include DSM/Firmenich, Novozymes/Chr. Hansen, 
Bunge/Viterra, and JBT, which is currently bidding for Marel.

With monetary conditions stabilizing, cash flow generation improving, inflationary and volume head-
winds easing, and valuation multiples at depressed levels, we expect M&A activity to increase in 2024. 
This should provide the long-awaited support for historically low valuations of our “Food Revolution” 
portfolio companies.

While PE funds and other financial investors were the main driver of M&A activity 
in 2020 and 2021, the last two years have mainly seen strategic buyers and 

consolidation within the different segments.
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The Automation and Agritech subtheme 
capitalizes on the trend toward a more 
sustainable and efficient food production system. 
The sub-portfolio was up over the past quarter 
and recovered the losses from the previous 
quarter, as mostly resilient results evaporated 
some of the worries around the economic 
cycle.

Bioceres, the Argentinian provider of crop 
productivity solutions and part of our “Disruptors 
basket”, was the best quarterly performer within 
the sub-theme. Despite worries around the 
droughts in Argentina, floods in California, and 
other industry-wide headwinds, Bioceres proved 
the resilience of its business model, which 
resulted in adjusted EBITDA growth of +31% YOY.

“We feel good with what we see,” was one of 
many upbeat statements made by Lindsay’s 
CEO during the last earnings call. After already 
outperforming in Q3-23, the U.S. smart irrigation 
provider was the strongest contributor to the 
sub-theme’s quarterly return. The company 
reported solid results in its irrigation business, 
supported by strong growth in Latin America and 
margin recovery. Management gave an upbeat 
outlook and considered the company to be well-
positioned to benefit from global efforts to 
improve food security.

The German food processing manufacturer GEA 
Group was another strong performance 
contributor in the quarter, while the US 
companies Trimble and John Bean Technology 
were laggards. The latter initiated a takeover bid 
for its Icelandic peer Marel, which we consider to 
be a good strategic fit, but weighed on the 
stocks in December.

During the quarter, we initiated a new position in 
the German packaging and bottling machine 
manufacturer Krones. The group is well-
positioned to benefit from increasing automation 
across the agri-food value chain and is exposed 
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Automation and Agritech

to the resilient beverage market. Given the 
healthy order momentum, stable capacity 
utilization until at least 2025, the net debt free 
balance sheet, and the low valuation (6x EV/
EBITDA 2025E), the investment case provides 
an attractive risk-return profile.
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The Alternative Proteins sub-theme explores 
new sources for meeting the increasing demand 
for proteins. The sub-portfolio, which we are 
significantly under-weighting, was broadly flat 
over the past quarter.	

The sub-theme consists of four small positions, 
which are part of the “Disruptors basket” and are 
very volatile. The quarterly return of these 
companies showed a high divergence, with the 
overall portfolio’s best performer (Burcon 
Nutrascience) and the worst performer (Benson 
Hill) coming from this sub-portfolio.

Alternative Proteins
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The Sustainable Packaging Solutions sub-
theme is focused on solving the food packaging 
challenge. The sub-portfolio was slightly up 
over the past quarter, showing some divergence 
between the positions of the sub-theme.
The best performer within the sub-theme was 
again a “disruptor”: Carbios. The French pioneer 
of enzymatic processes and other biological 
technologies used to recycle PET received EUR 
42.5 million in public funding for the construction 
of the world’s first plant for the enzymatic 
depolymerization of PET. As this will be Carbios’ 
first industrial site, we consider this a significant 
catalyst for the investment case. We slightly 
increased our position in Carbios during the 
quarter.

US a luminum can manufacturer  Bal l 
Corporations, in which we initiated a new position 
in August, was the best performance contributor 
within the sub-theme, followed by its peer Crown 
Holdings. After selling its Aerospace business 
during Q3-23, which will turn the company into 
a pure-play and will help to significantly reduce 
debt, Ball experienced a re-rating in the following 
quarter.

At the other end of the range, we had Swiss SIG 
Group. The Swiss aseptic packaging producer 
came under pressure on sell-side comments 
suggesting a slowdown in the bag-in-box 
business because of de-stocking. We consider 
the market reaction to be excessive and took 
advantage of the stock price weakness to 
upgrade SIG back to a core position.

Sustainable Packaging Solutions
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The Food Safety and Clean Label sub-theme 
supports innovation in the area of food and feed 
ingredients. Our largest sub-por t folio 
contributed the bulk of the fund’s quarterly 
performance in anticipation that the de-stocking 
and inflationary pressures would end soon.

The two Danish bioscience companies Chr. 
Hansen and Novozymes, which announced their 
intention to merge around a year ago, were the 
two strongest quarterly performance contributors 
in our “Food Revolution” portfolio. The 
expectation that the deal would close soon was 
heightened fur ther af ter the European 
Commission approved the deal, which provided 
both stocks with significant tailwind. The two 
food ingredients producers Givaudan and DSM-
Firmenich benefited from de-stocking passing its 
peak as well as from valuation multiple expansion 
due to falling interest rates.

Badger Meter and Xylem both reported solid 
results and provided constructive outlooks for 
their Water businesses. While Badger Meter, 
which was a significant outperformer in 2023, 
saw its share price momentum waning, Xylem’s 
shares rallied strongly. We trimmed both 
positions somewhat in December, as valuations 
started to look expensive, and we see only 
limited earnings upgrade potential.

Food Safety and Clean Label
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The sub-theme Organic, Healthy, and 
Functional Food was up massively in the past 
quarter. As eight of the nine positions within this 
sub-portfolio belong to the “disruptors basket”, 
this sub-theme is an over-proportional beneficiary 
of easing financial conditions.

After announcing the long-awaited sale of its 
frozen fruits business, Sunopta saw its shares 
soaring. This transaction allows the company to 
reduce debt significantly, improve its return 
profile, and position itself as a plant-based food 
and beverage pure-play.

Other strong quarterly performers were Oatly, 
which is starting to reap the early fruits of its 
restructuring efforts, as well as Jamieson 
Wellness and Simply Good Foods, which 
benefited from investors’ increased interest in 
healthy eating and weight reduction in the 
context of the introduction of anti-obesity drugs.

During the quarter, we initiated new (small) 
positions in the Swedish probiotics specialist 
Biogaia and in Vital Farms, the US-based 
provider of ethically produced eggs. At the same 
time, we closed our position in Celsius, the 
better-for-you functional energy drink company, 
in anticipation of decelerating growth in 2024 and 
an overly rich valuation.

Organic, Healthy, and Functional Food
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The New Forms of Consumption subtheme 
concentrates on the digitalization of food retail. 
The sub-portfolio was flat over the quarter and 
showed diverging share price developments.

SES-Imagotag was the strongest quarterly 
performance contributor within the sub-theme. 
The French electronic shelf labelling systems 
company and IoT specialist reported solid growth 
and anticipated an “excellent” Q4 in Europe. 
While the challenging macro-environment has 
been a drag on the high-margin revenues from 
Value Added Services (VAS), management 
expects the strong momentum to continue in 
2024 and sales to accelerate in the US.

While most tech-heavy companies, e.g. 
Doordash, Just Eat, and Ocado, performed well 
during the quarter, HelloFresh was an outlier to 
the downside. The German meal-kit producer 
issued a profit warning, driven by a weaker-than-
expected customer acquisition in the US, as well 
as some unforeseen issues surrounding the 
ramp-up of the company’s ready-to-eat 
production capacity. Management stressed the 
temporary character of most factors leading to 
the profit warning, which was not enough the 
keep the shares from plummeting following the 
news, however.

During the quarter, we slightly reduced our 
positions in Edenred and SES-Imagotag, while 
taking advantage of the weakness in HelloFresh, 
following what we consider to be an exaggerated 
sell-off.

New Forms of Consumption
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Key Information

Breakdown by Sub-Themes

Performance in USD

Data as of 29.12.2023
Domicile Luxembourg

Asset Class Equity

Legal Class UCITS V
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Portfolio Structure

Large-cap (>10bn)

Mid-cap (2-10bn)

Small-cap (<2 bn)

Cash

43%

41%

13%
3%

Carbon Footprint
Exposure
classification
Portfolio
Source MSCI - Picard Angst Data Center

43 T CO2E/$Mio Umsatz

VERY HIGHHIGHMODERATELOWVERY LOW

Portfolio ESG Coverage by 
Market Value: 96%

Source MSCI - Picard Angst Data Center

MSCI ESG
Rating

ESG Quality-Score
7.7

AA

AAA AA A BBB BB B CCC Not Rated

35%

33%

8%

8%

11%
4%

AAA best,
CCC worst

AA

Source MSCI - Picard Angst Data Center

ESG Score, Impact Revenue & 
Temperature

Top 10 Holdings in the Portfolio
ISSUER ESG RATINGWEIGHT

3.86%

3.80%

Edenred SE 4.22% AA

AAA

AA

3.90% BBSES-imagotag SA

4.00% BBBPrimo Water Corp

4.11% AAAEcolab Inc

4.27% AAAXylem Inc/NY

4.00% AAASIG Group AG

3.52% AAHelloFresh SE

3.38% BBSimply Good Foods Co/The

GEA Group AG

TOMRA Systems ASA

Legal information

This disclosure was developed using information from MSCI ESG Research LLC or its affiliates or information providers. 
Although Picard Angst AG information providers, including without limitation, MSCI ESG Research LLC and its affiliates 
(the “ESG Parties”), obtain information (the “Information”) from sources they consider reliable, none of the ESG Parties war-
rants or guarantees the originality, accuracy and/or completeness, of any data herein and expressly disclaim all express 
or implied warranties, including those of merchantability and fitness for a particular purpose. The Information may only be 
used for your internal use, may not be reproduced or redisseminated in any form and may not be used a basis for, or a 
component of, any financial instruments or products or indices. Further, none of the Information can in and of itself be used
to determine which securities to buy or sell or when to buy or sell them. None of the ESG Parties shall have any liability for 
any errors or omissions in connection with any data herein, or any liability for any direct, indirect, special, punitive, conse-
quential or any other damages (including lost profits) even if notified of the possibility of such damages.
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Glossary (source: MSCI ESG Platform)

ESG Rating: Designed to measure a company’s resilience to long-term, industry material enviromen-
tal, social and governance (ESG ) risks. ESG Ratings range from leader (AAA, AA), average (A, BBB, 
BB) to laggard (B, CCC).

Impact revenue: Represents revenue exposure to Sustainable Impact Solutions which reflects the 
extent to which company revenue is exposed to products and services that help solve the world’s 
major social and environmental challenges. It is calculated as a weighted average, using portfolio 
weights and each issuer’s percent of revenue generated from Sustainable Impact Solutions. The im-
pact revenue is classified in the following categories: negligible (<=1%), low (>1% bis <= 5%), moderate 
(>5% bis <=10%), high (>1 0% bis <= 20%) und very high (>20%).

Temperature: Implied temperature rise provides an indication of how the portfolio aligns to global 
climate targets and is based on the MSCI ESG Research methodology.

ESG Quality Score: Measures the ability of underlying holdings to manage key medium to long term 
risks and opportunities arising from environmental, social, and governance factors. It is based on 
MSCI ESG Ratings and is measured on a scale of 0 to 10 (worst to best). The distribution of scores is 
based on the universe of approximately 28,000 funds included in MSCI ESG Fund Metrics.

Carbon Footprint: It is based on MSCI CarbonMetrics, and is calculated as the portfolio weighted 
average of issuer carbon intensity. At the issuer level, Carbon Intensity is the ratio of annual scope 1 
and 2 carbon emissions to annual revenue. Carbon Risk is categorized as Very Low (0 to <15), Low 
(15 to <70), Moderate (70 to <25 0), High (250 to <525), and Very High (>=525).
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RTANT NOTICE
The fund mentioned in the present document (hereinafter the “Fund”) does not guarantee that the data contained in this 
report (hereinafter the “Data”) are complete, accurate, or free of errors or omissions. The Fund is not liable for this report 
under any circumstances. This marketing communication is distributed by the Fund or authorised distribution agencies for 
information purposes only and does not constitute an offer to subscribe for shares of the Fund. Subscriptions of the Fund, 
an investment fund under Luxembourg law (SICAV), should in any event be made solely on the basis of the current offering 
prospectus, the Key Investor Information Document (“KID”), the articles of incorporation and the most recent annual or 
semi-annual report and after seeking the advice of an independent finance, legal, accounting and tax specialist. Interested 
parties may obtain the abovementioned documents free of charge, from the authorised distribution agencies and from the 
offices of the Fund at 15, avenue John F. Kennedy, L 1855 Luxembourg. They may also download these documents from 
the relevant sections on the website at www.fundsquare.net.

The return of the Fund may go down as well as up due to changes in rates of exchange between currencies. The evalua-
tion of the securities and other instruments in this report is based on rates taken from the customary sources of financial 
information (hereinafter the “Data Providers”) and may be updated without notice. The Data Providers do not guarantee 
the adequacy, accuracy, timeliness or completeness of their data or information (hereinafter the “Third Party Data”). The 
Data Providers do not make any representation regarding the advisability of any investment and do not sponsor, promote, 
issue, sell or otherwise recommend or endorse any investment. An investment in a sub-fund of the Fund carries various 
risks which are explained in the of fering prospectus.

The Third Party Data used for the present report is provided on an “as is” basis and all warranties, including without limi-
tation, the implied warranties of merchantability and fitness for a particular purpose are excluded by the Data Providers. In 
no event shall the Data Providers, and any of its affiliates or any other person involved in or related to compiling, computing 
or creating the Third Party Data be liable for any damages relating to the Third Party Data, including, without limitation, 
damages resulting from any use of or reliance on the Third Party Data.

The Data can only be read and/or used by the person to whom they are addressed. The Fund is not liable for the use, 
transmission or exploitation of the Data. Therefore, any form of reproduction, copying, disclosure, modification and/or 
publication of the Data is under the sole liability of the addressee of this report, and no liability whatsoever will be incurred 
by the Fund. The addressee of this report agrees to comply with the applicable laws and regulations in the jurisdictions 
where they use the Data.

Future performance is subject to taxation which depends on the personal situation of each inves-
tor and which may change in the future.A summary of investors rights is available at the following link:  
https://www.group.pictet/media/sd/176b100ab205a6e6aef82b0250138f889675b903.


