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Climate change and, specifically, severe weather events have seen global cocoa prices soar to almost $10,000
a fonne this month — setting the scene for an expensive Easter for confectionary fans.

In early March we posted our Chart of the Month, which highlighted that global cocoa prices had jumped to
record levels of around $6,500 a tonne. Yet in the two weeks since, cocoa futures in New York have surged a
further 50% to nearly $10,000 — a near tripling in prices over the last year alone.

The primary cause of rocketing prices is the increased incidence of extreme weather events. longterm climate
change has been exacerbated in the last couple of years by the periodic El Nifio phenomenon in which rising
sea surface temperatures affect weather patterns.

Around tworthirds of the world’s cocoa crop is supplied by West African countries including Ivory Coast and
GChana. last year, this region was hit by unusually heavy rainfall that created conditions in which black pod
disease ravaged cocoa crops. This year, it has endured unseasonably hot and dry conditions that have
depressed yields.

Compounding this disrupted supply picture is the fact that demand is steadily on the rise. The International Cocoa
Organization’s latest forecasts (February 2024) for 2024 include a 374,000 fonne deficit between global
production and demand for cocoa ‘grindings’ fo make chocolate.

While confectionary companies were partly insulated from cocoa price rises in 2023 due to stockpiles and
fixed-price confracts, they are now increasingly exposed fo this rising raw material cost. In our Chart of the
Month, we speculated that this year's Easter eggs are likely to cost more as manufacturers protect profits, or
perhaps trend towards mini-eggs as shrinkflation takes hold.

A report last week' from consumer advice group VWhich? confirmed things do indeed look tough for chocoholics
this year. It found that chocolate prices are 12.6% higher than a year ago, with the worst offenders in terms of
easter egg inflation including the Maltesers Truffles Luxury Easter Egg (up 62% to £13 af Waitrose) and the
Ferrero Rocher Golden Easter Egg (up 50% to £15 at Tesco).

Whiche also found evidence of easfer egg shrinkflation as an alternative way of confectionary companies
dealing with higher costs. The Mars Milk Chocolate ‘large’ egg is now 201g rather than 252g while the
Smarties Orange Chocolate egg has shrunk from 226g to 188g.

While easfer eggs may seem a luxury that many of us can reluctantly cut back on this year, the cocoa price rise
is just one example of the hugely significant impact that climate change will have on agriculture.

Clobal warming is affecting tfemperatures and rain patterns globally, with the geographic areas that can sustain
particular crops sef to shift from their traditional homes and — in many cases — shrink. This will clearly have an
impact on people living and working in areas threatened by displacement, as well as for consumers globally.

" https:/ /www.which.co.uk/news/ article/eastereggs-soarin-priceaScks SNSLNOC


https://x.com/LiontrustViews/status/1767928612211351779?s=20
https://www.liontrust.co.uk/insights/snapshots/2023/09/shrinkflation-greedflation-and-menu-costs

»
LIONTRUST

COURAGE - POWER - PRIDE

With over half the UK population drinking coffee at least once a day, shifting weather patterns in South America,
Africa and Asia are likely fo hit home over the next few decades. The Economist recently reported on academic
studies showing around 50% of the world's current coffee-growing land will be unsuitable by 2050.

Meanwhile, the Intergovernmental Panel on Climate Change (IPCC] last year warned that we are on track to
exceed the 1.5C target for global warming (versus pre-industrial levels) by the 2030s, with the 2C limit also
looking threatened. The impact on food systems is just one of the ways in which climate change is affecting the
global economy and population, emphasising that the impetus to tackle greenhouse gas emissions should be
greater than ever.

For over 20 years, Liontrust's Sustainable Investment feam has been investing in companies that are aligned with
reducing greenhouse gas emissions. They believe there is a huge investment opportunity from the growth of
businesses which are providing the solutions fo this problem.

For examples of companies the team sees as essential to decarbonisation, read  their recent blog: Invesfing in
companies that will drive decarbonisation | Insights | Liontrust Asset Management PLC



https://www.liontrust.co.uk/insights/blogs/2024/02/investing-in-companies-that-will-drive-decarbonisation
https://www.liontrust.co.uk/insights/blogs/2024/02/investing-in-companies-that-will-drive-decarbonisation
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For a comprehensive list of common financial words and terms, see our glossary at:
https: / /www liontrust.co.uk/benefits-ofinvesting /quidefinancialwordsterms

Key Risks

Past performance does not predict future refurns. The value of an investment and the income generated from it can fall as
well as rise and is not guaranteed. You may get back less than you originally invested.

The issue of units/shares in Liontrust Funds may be subject to an initial charge, which will have an impact on the realisable
value of the investment, particularly in the short ferm. Investments should always be considered as long term.

Investment in the Fund involves foreign currencies and may be subject fo fluctuations in value due to movements in exchange
rates. The Fund may invest in emerging markets/soft currencies or in financial derivative instruments, both of which may
have the effect of increasing volatfility.

Disclaimer

Issued by Liontrust Fund Partners LLP (2 Savoy Court, london WC2R OEZ), authorised and regulated in the UK by the
Financial Conduct Authority (FRN 518165) to undertake regulated investment business.

This is a marketing communication. This document should nof be consfrued as advice for investment in any product or
security mentioned, an offer to buy or sell units/shares of Funds mentioned, or a solicitation to purchase securities in any
company or investment product. Examples of stocks are provided for general information only to demonstrate our investment
philosophy. It confains information and analysis that is believed to be accurate at the time of publication, but is subject
fo change without notice. Whilst care has been taken in compiling the content of this document, no representation or
warranty, express or implied, is made by Lionfrust as fo its accuracy or complefeness, including for external sources (which
may have been used) which have not been verified. It should not be copied, forwarded, reproduced, divulged or otherwise
distributed in any form whether by way of fax, email, oral or otherwise, in whole or in part without the express and prior
written consent of Liontrust. Always research your own investments and if you are not a professional investor please consult
a regulated financial adviser regarding the suitability of such an investment for you and your personal circumstances.

All use of company logos, images or frademarks in this document are for reference purposes only.
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