Critical
Insights

Part 2: Socio-Economics

DGC Asset Management Limited is a UK-based project developer and consultancy. This series
of reports is intended to provide investors with an insight into developing trends in the underlying
fundamentals that shape the global economy and investing landscape. Our goal is to drive better
decision making for those considering long-term investment strategies.
© Copyright DGC Asset Management Limited, 2016, All Rights Reserved. Socio-Economics

1

Important Notice (USA)
This document is intended only for Accredited Investors as defined in Rule 501 of Regulation D of the US Securities Act of 1933, as amended, or any
applicable state securities laws. If you do not qualify as an Accredited Investor please disregard this document
Accredited Investors
The federal securities laws define the term Accredited Investor in Rule 501 of Regulation D as: A bank, insurance company, registered investment
company, business development company, or small business investment company. An employee benefit plan, within the meaning of the Employee
Retirement Income Security Act, if a bank, insurance company, or registered investment adviser makes the investment decisions, or if the plan has
total assets in excess of $5 million. A charitable organization, corporation, or partnership with assets exceeding $5 million.
A director, executive officer, or general partner of the company selling the securities. A business in which all the equity owners are accredited investors.
A natural person who has individual net worth, or joint net worth with the person’s spouse, that exceeds $1 million at the time of the purchase,
excluding the value of the primary residence of such person. A natural person with income exceeding $200,000 in each of the two most recent years
or joint income with a spouse exceeding $300,000 for those years and a reasonable expectation of the same income level in the current year, or a trust
with assets in excess of $5 million, not formed to acquire the securities offered, whose purchases a sophisticated person makes.
Jurisdiction
The information in this document may contain material which could be interpreted by the relevant authorities in the country in which you are based,
or of which you are a resident, as a financial promotion or an offer to purchase a controlled investment. Accordingly, the information in this document
is only intended to be viewed by persons who fall outside of the scope of any law that seeks to regulate financial promotions in the country of your
residence or in the country in which this document is being read. If you are uncertain about your position under the laws of the country of which you are
a resident, or in which this document is being read then you should seek clarification by obtaining legal advice from a lawyer practicing in the country of
your residence, or in the country in which this document is being read. You must confirm that you are eligible to read the information contained in this
document pursuant to all applicable laws within your country of residence or the country in which the document is being read. There are certain legal
and regulatory limitations that may apply to the information contained in this document and by reading it you are deemed to have read and understood
this warning. In reading this document, you are expressly stating your belief that the information it contains falls outside the scope of any law that seeks
to regulate financial promotions in the country in which you are reading the document or in which you are a resident and that by reading this document
you will not contravene, or cause DGC Asset Management Limited (“DGC”) or Vaccinium (“Vaccinium” or the “Company”) to contravene, any such law.
Information and Liability
Although DGC and Vaccinium have used their best efforts in preparing this document, we make no representations or warranties with respect to the
accuracy or completeness of its contents. DGC and Vaccinium specifically disclaim any implied warranties of merchantability or fitness for a particular
purpose. DGC and Vaccinium have no fiduciary duty to you, the reader of this document, unless expressly agreed, and assume no responsibility
to advise on, and makes no representation as to the appropriateness or possible consequences of, any action you may take with respect to any
information contained herein. Neither DGC nor Vaccinium shall be held liable for any loss, loss of profit or any other damages, including but not
limited to, special, incidental, consequential, or other damages. This document may contain certain information that is forward looking and, by its
nature, such forward-looking information is subject to important risks and uncertainties. The words: “anticipate” “expect” “may” “should” “estimate”
“project” “outlook” “forecast” or other similar words are used to identify such forward looking information. Those forward-looking statements herein
made by DGC or Vaccinium, if any, are given as of the date they are expressed herein and reflect DGC and Vaccinium’s beliefs and assumptions
based on information available at the time the statements were made (including, without limitation, that (i) the demand for agricultural commodities
will continue to grow at a pace that is unlikely to be matched by growth in agricultural productivity, and (ii) investment demand for tangible assets such
as agricultural commodities and farmland properties will continue to increase for the foreseeable future. Actual results or events may differ from those
anticipated or predicted in these forward-looking statements, and the differences may be material. Factors which could cause actual results or events
to differ materially from current expectations include, among other things: risks associated with the ownership and operation of agricultural property
assets, including fluctuations in interest rates, rental rates and vacancy rates; general economic conditions; local real estate markets; supply and
demand for agricultural properties; competition for available agricultural properties; weather; crop diseases; the price of grain and other agricultural
commodities such as timber or feed-stock for biofuel production; changes in legislation and the regulatory environment; and international trade and
global political conditions (for more information on risks, please see the Risk Factors section in the Private Placement Memorandum, available from
DGC or Vaccinium on receipt of a signed Investor Declaration form. Although it is believed that the expectations conveyed by the forward-looking
information contained (if any) are reasonable based on information available at the date such statements were made, no assurance can be given as
to future results or events and so readers are cautioned not to place undue reliance on any forward-looking information contained in this presentation
(if any). All forward looking information, whether written or oral, are expressly qualified in their entirety by these cautionary statements. Neither DGC
nor Vaccinium undertake any obligation to update or revise any forward-looking information, whether as a result of new information, future events or
otherwise. Neither this document nor any of its contents constitute an offer, recommendation, or solicitation to any person to enter into any transaction
or adopt any hedging, trading or investment strategy, nor does it constitute any prediction of likely future movements in rates or prices or any
representation that any such future movements will either exceed or not exceed those shown in any text or illustration herein. No information provided
in this document in relation to any product or investment should be construed as advice on the suitability or otherwise of that product or investment
to any person, such suitability being dependent on all the circumstances of the person concerned. Nothing contained in this document constitutes
financial, investment, legal, tax or any other advice nor is it to be relied on in making an investment or any other decision. You, the reader of this
document, are to make your own independent judgment with respect to any matter contained herein and to seek your own independent professional
advice where appropriate.
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Important Notice (Non-USA)
This document is intended only for Qualifying Investors, that is; High Net Worth Individuals, Sophisticated Investors, Financial Professionals, and other
prospective investors that fall under marketing exemptions laid out in the Financial Services and Markets Act (FSMA) 2000, Financial Promotion Order
Articles 48, 50 and 50(A). If you do not qualify under one or more of these exemptions, please disregard this document in its entirety.
Jurisdiction
The information in this document may contain material which could be interpreted by the relevant authorities in the country in which you are based,
or of which you are a resident, as a financial promotion or an offer to purchase a controlled investment. Accordingly, the information in this document
is only intended to be viewed by persons who fall outside the scope of any law that seeks to regulate financial promotions in the country of your
residence or in the country in which this document is being read. If you are uncertain about your position under the laws of the country of which you are
a resident or in which this document is being read then you should seek clarification by obtaining legal advice from a lawyer practicing in the country
of your residence or in the country in which this document is being read. You must confirm that you are eligible to read the information contained in
this document pursuant to all applicable laws within your country of residence or the country in which the document is being read. There are certain
legal and regulatory limitations that may apply to the information contained in this document and by reading it you are deemed to have read and
understood this warning. In reading this document, you are expressly stating your belief that the information it contains falls outside the scope of any
law that seeks to regulate financial promotions in the country in which you are reading the document or in which you are a resident and that by reading
this document you will not contravene, or cause DGC Asset Management Limited (“DGC”) or Vaccinium (UK) Limited (“Vaccinium” or the “Company”)
to contravene, any such law.
Information and Liability
Although DGC and Vaccinium have used their best efforts in preparing this document, we make no representations or warranties with respect to the
accuracy or completeness of its contents. DGC and Vaccinium specifically disclaim any implied warranties of merchantability or fitness for a particular
purpose. DGC and Vaccinium have no fiduciary duty to you, the reader of this document, unless expressly agreed, and assume no responsibility
to advise on, and makes no representation as to the appropriateness or possible consequences of, any action you may take with respect to any
information contained herein. Neither DGC nor Vaccinium shall be held liable for any loss, loss of profit or any other damages, including but not limited
to, special, incidental, consequential, or other damages. This document may contain certain information that is forward looking and, by its nature,
such forward-looking information is subject to important risks and uncertainties. The words: “anticipate” “expect” “may” “should” “estimate” “project”
“outlook” “forecast” or other similar words are used to identify such forward looking information. Those forward-looking statements herein made by
DGC or Vaccinium, if any, are given as of the date they are expressed herein and reflect DGC and Vaccinium’s beliefs and assumptions based on
information available at the time the statements were made (including, without limitation, that (i) the demand for agricultural commodities will continue
to grow at a pace that is unlikely to be matched by growth in agricultural productivity, and (ii) investment demand for tangible assets such as agricultural
commodities and farmland properties will continue to increase for the foreseeable future. Actual results or events may differ from those anticipated
or predicted in these forward-looking statements, and the differences may be material. Factors which could cause actual results or events to differ
materially from current expectations include, among other things: risks associated with the ownership and operation of agricultural property assets,
including fluctuations in interest rates, rental rates and vacancy rates; general economic conditions; local real estate markets; supply and demand for
agricultural properties; competition for available agricultural properties; weather; crop diseases; the price of grain and other agricultural commodities
such as timber or feed-stock for biofuel production; changes in legislation and the regulatory environment; and international trade and global political
conditions (for more information on risks, please see the Risk Factors section in the Investor Memorandum (VAC-601-03), available from DGC Asset
Management Limited on receipt of a signed Investor Declaration from (VAC-501-02 or VAC-501-03). Although it is believed that the expectations
conveyed by the forward-looking information contained (if any) are reasonable based on information available at the date such statements were
made, no assurance can be given as to future results or events and so readers are cautioned not to place undue reliance on any forward-looking
information contained in this presentation (if any). All forward looking information, whether written or oral, are expressly qualified in their entirety by
these cautionary statements. Neither DGC nor Vaccinium undertake any obligation to update or revise any forward-looking information, whether as a
result of new information, future events or otherwise. Neither this document nor any of its contents constitute an offer, recommendation, or solicitation
to any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor does it constitute any prediction of likely future
movements in rates or prices or any representation that any such future movements will either exceed or not exceed those shown in any text or
illustration herein. No information provided in this document in relation to any product or investment should be construed as advice on the suitability or
otherwise of that product or investment to any person, such suitability depending on all the circumstances of the person concerned. Nothing contained
in this document constitutes financial, investment, legal, tax or any other advice nor is it to be relied on in making an investment or any other decision.
You, the reader of this document, are to make your own independent judgment with respect to any matter contained herein and to seek your own
independent professional advice where appropriate.
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Foreword

W

e leave Part 1 of the Critical Insights series with a handle on how developing trends in basic
demographic fundamentals; such as exponential population growth, rapid expansion of the oldest
demographic groups, and the urbanisation of over 70% of the world populace by 2050, are shaping
the world we live in, as well as the landscape for investors.
A larger, older, and fully urbanised global population exhibits a markedly different demand dynamic, requiring
different products and services delivered in a different way than generations past and present. These factors
are how shaping the investment decisions of institutions and governments around the world, noted by a
significant shift away from traditional financial markets in favour of useful, productive assets that play a
significant role in the production of high-demand commodities such as food, energy, infrastructure and
housing.
Today we enter Part 2, and we investigate the social and economic mega-trends that result from this on-going
demographic evolution. Rapid economic expansion (GDP growth), especially in fast-developing emerging
markets, is expanding household incomes at an astonishing pace. This in turn is driving the most important
multi-generational social changes since the industrial revolution.
As the population expands and becomes wealthier, demand for resources is increasing rapidly. In emerging
markets, energy consumption rides high on the back of growing manufacturing industries, infrastructure
development, and the widespread use of modern transport. Meanwhile, as widespread employment becomes
the norm, individuals and households seek to improve their diets, aiming primarily to achieve the high-calorie,
high-protein standard set in industrialised western nations. As more people each consume more resources
on a daily basis, the global supply chain must evolve and adapt. So too must investors, as this new-normal
demand dynamic creates an inherent value in key asset classes fundamental to the production of essential
commodities, yet limited in supply.
Read on to gain insight into the what, where, why, who and how of global these mega-trends from the point
of view of today’s investor.
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GDP Growth
Basing investment decisions on the growth dynamics of today’s economy

E

conomic growth, in broad terms, has been
the bedrock of investment returns since the
initial public offering of the Dutch East India
Company in 1602. Since this first ever public issue of
company stock, investors have relied almost entirely
on the performance of financial markets to capture
economic growth in the form of company profits
distributed as dividends, and growth in the size and
value of underlying companies participating in the
manufacture and supply of products and services.
Until very recently, the vast majority of this growth
has occurred in what are now well-developed,
industrialised markets such as the United Kingdom,
Europe and North America. Investors therefore
could largely rely on a fairly predictable status quo
of on-going growth and income, captured through
exposure to companies operating in these markets.
Stock and bonds ruled the day, and have historically
delivered a sufficient return on investment in the long
term so as to provide for a comfortable retirement for
most investors.
Today, the landscape is markedly different. Growth
has shifted to emerging markets as the West
struggles to stave off deflation and recession. Weak
growth combines with poor demographics to deny
markets the growth and income that has been
relied upon for generations. Traditional investment
strategies that have served previous generations
so well therefore, can no longer be relied upon to
protect and grow wealth, and today’s investor must
look elsewhere. But with global financial markets in
a seemingly perpetual state of borderline collapse,
where might one find safety, as well as value?

1.93%

Avg. Annual GDP Growth
USA 2001 – 2015

1.84%

Avg. Annual GDP Growth
UK 2001 – 2015

9.18%

Avg. Annual GDP Growth
China 2001 – 2015
Emerging markets now account for the lion’s share
of economic growth, fuelled by modern technology
and mechanisation, rather than the comparatively
slow combination of coal and manual labour that
fuelled the growth of today’s modern economies.
The pace of this growth is driving an economic,
social and cultural evolution that is taking place at
an astonishing pace. It is shaping the future of the
global supply chain for food, feed and fuel, and has
created an entirely new dynamic for investors aiming
to gain exposure to today’s growth.

Sources: Between 1980 - 2015: The World Bank, Between 1961 - 1980: The United Nations

Exhibit 1: Largest economies in 2010 and 2015
Largest economies in 2010 - 2015

Source: Goldman Sachs Research, Bloomberg
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Largest economies in 2050

Source: Goldman Sachs Research, Bloomberg

Rising Household Income
As the global population becomes wealthier, resources and the supply
chain must adapt.

P

erhaps the most significant impact of fastpaced economic growth and urbanisation,
is rising household income. As populations
and economies evolve from rural and agricultural,
to urbanised and high-tech, household incomes
expand, leaving huge and growing populations
such as those of the BRIC economies with more
disposable income and the means to seek out a
higher standard of living.
As with economic growth, growth in household
income is occurring much faster in emerging
markets. Between 1990 and 2010, disposable
household income in the United States rose by
13.2%. meanwhile in China, the amount of cash
available to households after the cost of living grew
by 230.2%. Yet there is still significant room for
further growth before emerging market populations
reach the levels of disposable income enjoyed in
the West. American families have circa. $ 61,028
to spend, whereas their Chinese counterparts have
just $4, 809. So Chinese disposable income could
rise by 1,169% before parity is reached.
As these populations continue to shift towards a
higher level of consumerism, spending their rising
levels of excess cash on a more westernised
standard of living and level of consumption, the

Source: World Developement Bank

pressure on existing resources such as food,
timber, other raw materials and energy is already
immense. As 2 billion people in the developed world
have exhausted 50% of the global resource asset
base in less than 200 years, what happens when
a further 5 billion people demand the same level
of consumption? It is safe to say owners of these
assets will be well-positioned to profit.
With this in mind we must look to the detail of
the social and cultural changes that result from
a wealthier global population, and this, when
understood, helps to guide us towards sectors
and assets set to become ever more valuable as
demand for specific goods and services continues
to grow.

Growth in household desposable income 1990 - 2015

Source: World Developement Bank
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Dietary Shift
The 5 Billion Person High Calorie Diet Plan

A

s we have alluded to already, mass
urbanisation and rapid economic growth
leads to higher levels of employment, rising
household income, and fast-paced social evolution.
One of the most significant social factors is the
shift occurring at the dinner table in these markets.
Billions upon billions of people are spending their
improved incomes on a better standard of living,
and the benchmark has been set by the ultra-high
calories, protein-based diet of the west.
In order to truly understand the impact of this sea
change in eating habits and appetite, we must first
understand what this growing weight of demand
means at a practical, production level. Whilst the
traditional indigenous diets in many of these markets
is predominantly grain-based, the new standard to
which they aspire is based on animal protein and
higher value crops. In China, for example, per capita
consumption of pork has increased from around 5kg
in 1960, to around 35kg in 2010. Multiply that across
1.34 billion people and that’s a lot of swine.
According to the UN FAO, consumption of animal
products per capita in industrialised nations will
increase modestly from 825 kcals per person per
day today, to just fewer than 900 kcals per person
per day by 2050. Yet in East Asia meat consumption
is expected to rise from around 400 Kcals per person
per day to around 625 Kcals per person per day, an
increase of over 56%. Meat consumption in South
Asia meanwhile is expected to double from 200
Kcals to 400Kcals.These are all huge populations
that will apply continual upward pressure to demand
for food, and the resources required to produce it
such as viable agricultural land and water.
This is a much more significant issue than one
might initially think. Whilst livestock production
has historically been supported by grazing and
crop/food waste, the increasing demand for meat
has led the global livestock industry to become
increasingly reliant on grain as a primary livestock
feed. According to the United States Department of
Agriculture (USDA), in modern intensive livestock
farming where the majority of feed is grain based,
7kg of grain are required to produce one kilogram
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of beef. On a global average basis, given that part
of the production is based on other sources of feed,
such as grazing land and organic waste, 3 kg of
grain is required to produce 1 kg of meat.
As meat production now depends on grain as a key
input, any increase in demand for meat results in
an acceleration of demand for arable and grazing
land area. At least 35–40% of all cereal produced
in 2006 was used as feed for livestock. This leaves
an estimated 43% of cereal production available for
human consumption after losses from harvest, postharvest and distribution are taken into account.
Aside from meat, high value commodities such as
berries, nuts, and other foods, especially those with
perceived or proven health benefits, are also in high
demand amongst the emerging middle classes.
Whereas most of these types of foods have been
consumed only in developed markets totalling
some 2 billion consumers, another 5 billion are now
catching on, and so demand for such products is
likely to continue to increase, and those producers
equipped to penetrate these markets will benefit.
Ultimately, this hugely important upswing in demand
for food commodities will be captured in the value
of productive agricultural land essential to their
production; which continues to become more
important and in demand on a daily basis.

Source: WHO

Summary
More more more…

A

dding to the factors discussing in part 1 of this series; population growth, urbanisation and a rapid
expansion of the oldest demographic groups, we can now add rising household incomes and a superintensive appetite for resources among 5 billion emerging global citizens to the mix. This combination
of more people, more demand per capita, and a huge cultural shift to western standards of living truly creates
a new-normal within the demand dynamic of the global supply chain.

“

The problem of the price of food is
structural. The growth of demand
cannot be checked, in that it
is coming from middle income
countries demanding more quality
and more quantity. High demand is
here to stay.
Sri Mulyani
Indrawati

”

Director of The World Bank

Demand and competition for key products, services and resources will continue to intensify. The cost of basic
raw materials will continue to rise, and the assets that produce them will continue to see income streams
expand in line with these inflationary pressures. This higher level of income, of course, is also reflected in
the capital value of the asset. After all, an asset producing commodities priced at $2,000 per ton carries an
inherent value, regardless of the performance of financial markets.
With demand-side broadly covered in Parts 1 and 2 of this series, in Parts 3 and 4 we discuss how current
economic policy is impacting the global economy and free markets. How do record low interest rates play out
in the performance of investment portfolios? And will the mass printing of money by central banks ultimately
lead to hyperinflation or a massive crash? We also look at the supply-side economics of the global supply
chain, revealing the true impact of modern living on the Earth’s natural resource base. With 10 billion people
to feed, do we have enough land?

For further information on our Current Projects please email us at enquiries@dgcassetmanagement.com or
call on +44 207 193 6768 or +1 503 583 8841.
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David Garner – Chief Executive Officer
With a background in real estate, finance and investment, David launched DGC Asset
Management Limited in 2009 alongside Wendy Brittain as DGC Business Consulting
Ltd; DGC was established to provide institutional investors, family offices and HNW
Individuals with access to credible asset class and risk analysis within the realasset space, focussing primarily on natural resource properties including farms and
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