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In this report we look at how investors can support
international development, in a fair and sustainable
way. We look at three different aspects of this —
microfinance, fair trade, and the ethical supply chain.

The report is based on our 2007 investor day, held at the Frontline Club in
London. The venue itself was inspiring, as the Frontline Club is a media club
for foreign journalists, and featured an exhibition, War and Protest, of black
and white photographs, which provided a stark reminder of the major
problems in many countries.

We heard from three very different speakers. Firstly, Jean-Philippe de Schrevel
of BlueOrchard Finance, gave us an inspiring speech about the potential of
microfinance to combat poverty by harnessing the entrepreneurial potential of
individuals (particularly women) in many developing countries. Then
Wolfgang Weinmann of Cafédirect, told us about the work of Cafédirect, not
merely to support farmers through fair trade purchases, but to build
partnerships to provide information and improve capacity. Caroline
McCarthy-Stout of major DIY retailer Kingfisher outlined the company’s
ethical supply policies — the extent of the challenge, given the company’s
thousands of products, was clear - but they are getting to grips with the
problem.

Overall, despite the immense challenges of poverty and sustainable
development in developing countries, all our speakers left us with grounds for
optimism. Microfinance is becoming increasingly recognised and gaining
credibility as a mainstream investment. Fairtrade is one of the fastest growing
sectors of the food business. And major companies know they face increasing
scrutiny — not least from investors — and are seeking to develop ethical
procurement policies.

Greenbank News

Rathbone Greenbank continues to grow — our funds under management now
exceed £300m*. We are pleased to welcome three new members to the team.
Corinne Bathgate has joined as a trainee ethical investment manger, working
with Nicola Day. We have also strengthened the research team, with Kate
Elliot joining us as an assistant ethical researcher. Sally Milsom has joined as
personal assistant to Elizabeth Haigh.

Our website — www.rathbonegreenbank.com - has recently been updated with
a brand new look and more information.

We have an exciting programme of events this autumn, please see page seven
for more information.

Mark Mansley

Investment Director
*Figure as at 30 July 2007
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Investing in Microfinance

With its positive social return and strong financial record, investing in

microfinance gives Greenbank investors the opportunity to contribute to
sustainable development at the grass roots in emerging economies.

Microfinance is an innovative approach to combating
poverty and stimulating local economic growth. It
involves providing financial services, in particular small
scale loans, to the developing world’s entrepreneurs.
Through investment in microfinance funds, such as the
BlueOrchard Dexia Micro-Credit Fund, Greenbank
investors have provided support for this positive social
investment. Greenbank was proud to welcome to the
2007 Investor Day Jean-Philippe de Schrevel, the co-
founder of Blue Orchard Finance - a leader in private
finance for microfinance institutions, to give an overview
of this emerging asset class.

Globally, around 2 billion people live under the poverty
threshold. It is the nearly 500 million micro-enterprises
arising from this sector that are fundamental in helping
the poor work their way out of poverty. This is a
dynamic, grassroots sector, creating demand for a wide
range of financial services, including the need for loan
facilities, savings, pensions and insurance — supplied by
microfinance institutions.

In contrast to the often transient benefits of charity,
microfinance has lasting social impacts due to the long
term nature of its involvements. It also provides people,
who may otherwise be vulnerable to less scrupulous

lenders or who may otherwise have no access to
financing at all, with an opportunity to borrow small
amounts of money at a reasonable rate of return, to set
up or expand their businesses.

The potential for social and economic benefit of such
arrangements is gaining increasing recognition, 2005 was
the UN “Year of Microfinance’ and a year later, the great
pioneer of microfinance, Mohammed Yunus, together
with the Grameen Bank in Bangaladesh he founded, won
the Nobel peace prize.

Microfinance has lasting social
impacts due to the long term nature
of its involvements.

At the micro scale, providing access to financial services
has a direct impact on the well-being of family units, as
stability in micro-business also contributes directly to the
stability and welfare of individual families. As small
businesses grow, employment opportunities are created,
and living standards are raised as income is generated. A
crucial factor is the raising of the self-esteem of the
individuals reached by microfinance institutions — for a
person used to being treated as an object of charitable
intervention, to be treated as a valued client in a
relationship of trust is very empowering.

BlueOrchard supports organisations throughout the
developing world, bridging the gap between traditional
financial markets and microfinance. It was created to
link the activities of the microbanks — the microfinance
institutions that then provide microfinance — with capital
markets. These specialised institutions develop intimate
knowledge of the sectors and areas in which they
operate, and are capable of creating financial products
adapted to suit the local area. Credit officers often have
special delivery channels, involving very local links. The
sector is also driving IT developments, as often some
modern technologies are of little use to those below the
poverty line. For example, ATMs have been developed
which are voice operated in local dialects, with security
features based on fingerprints, combating the barrier of
low literacy. Credit officers have also developed specialist
hand held computers to replace paper administration,
helping to simplify and speed up the loan

application process.
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A key factor in the success of microfinance is its
adaptability to its local market. Whilst in Southern Asian
countries, the vast majority of customers are female, in
South America, the split is much more even. The way in
which loans are arranged also varies. For instance, in
rural areas, it may be appropriate to create small groups
of lenders, who are collectively responsible for the
repayment of their overall loan. This reinforces the
concept of ‘community’ and allows those within the
group to take responsibility for each other and help them
to ensure that they are all in a position to be able to re-
pay the loan. As a result, default rates are very low. This
approach would not necessarily work within a city
environment, where the community may be much more
transient and disconnected. Here, it is much more
common for loans to be provided on an individual basis.

The funds give a dual return of
respectable financial performance
and social benefit.

There are thousands of microbank projects operating
worldwide, ranging from NGO originated and small
scale niche players, to the roughly 250 sustainable,
commercial microbanks which interest BlueOrchard, and
they currently work with around 100 of these. These
institutions have been characterised by fast growth, low
default rates and excellent diversification. The existence
of global microfinance funds, such as those operated by
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BlueOrchard and Dexia, helps provide these commercial
microbanks with fast and flexible access to funding.
Their investment also acts as a catalyst for further
investment at a local level, giving projects a boost of
outside funding and raising confidence in the institution
among other parties. The funds give a dual return of
respectable financial performance and social benefit.

BlueOrchard itself has seen good growth in the sector. It
now employs 17 financial professionals with a presence
in Geneva and New York. Today it manages around
$500m of assets, used to provide finance to around 100
institutions in 30 countries. It has an impressive record
of making 450 loans in 8 years without any defaults to
date. Other related activities for the future will include
an investment fund to make loans in local currencies,
and also a fund which will see the expertise gained in
microfinance transferred to social entrepreneurs,
promoting innovation in the other sectors affecting the
lives of the poorest, including healthcare, clean water
and clean energy.

There are clear social and financial benefits of investing
in microfinance, which has moved from being a very
niche sector, to growing acceptability even by
mainstream investors in recent years. The momentum so
far created has the capacity to reach so many more
people within the developing world. There is enormous
scope for further investment into responsible small-scale
financing and we are delighted to have been involved
with several microfinance funds already.

Louisa Dennison
Ethical Investment Assistant
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Cafedirect: Building Capacity

Greenbank has supported Cafédirect, the leading fair trade beverage
company, since its first share issue for external investors. It stands apart

from many other fair trade companies because it aims to work directly in
long term relationships with its growers.

At Rathbone Greenbank, we try and identify investment
opportunities in companies which make direct positive
contributions to communities and societies through their
activities. Cafédirect is not only a social enterprise
guaranteeing fair prices for the commaodities it buys — it
also has in place a system of reinvestment back into the
local communities with which it works. We heard
firsthand from Wolfgang Weinmann, the director of the
Cafédirect producer partnership programme, of the wide
range of excellent community projects being supported
by the company.

Cafédirect was established in 1991, founded by Oxfam,
Twin, Equal Exchange and Traidcraft. Its coffee was the
first to carry the Fairtrade mark in the UK. Since then,
the business has grown into the retail and foodservice
sectors, with a product range extending to around 40
lines. The whole range of Cafédirect products is 100%
Fairtrade. The company works with 37 grower groups in
12 countries, representing 260,000 coffee, tea and cocoa
farmers.

Cafédirect has seen its market share increase over the
years. It currently accounts for 7.6% of the UK roast
and ground coffee market, and for 4.1% of the freeze
dried coffee market. It is the 6th largest coffee brand in
the UK and commands a high degree of customer loyalty
largely due to the rise of ethical consumerism.

Cafédirect regards itself as more than just a Fairtrade
company, pointing toward other facets of its business
model which mark it out from its competitors.
Cafédirect aims to work directly in long term
relationships with growers, reinvesting significant

proportions of profits back into grower organisations
through the innovative Producer Partnership Programme
(PPP). The longevity of these partnerships is key —
Cafédirect is still trading with organisations with whom
it began trading 15 years ago. Thirty grower
organisations retain nearly 5% of the ownership of
Cafédirect, accounting for two board representatives.

The overriding mission behind the business is to make a
difference to the daily lives of its 260,000 partner
producers. The social impact of the business is defined as
improving people’s livelihoods while also engineering
positive change for growers and their communities.

Most of Cafédirect’s grower partners live in marginalised
areas of the world, often being housed in isolated
communities in remote areas of countries. Basic services
such as health and educational facilities may be only
partially available or missing entirely. Such communities
face the continuing pressure of being pushed to the
margins of society, with agriculture viewed as ‘backward’
in some emerging economies, while also being subject to
the risk of political instability hindering market access.

Cafédirect is not only a social
enterprise guaranteeing fair prices for
the commodities it buys — it also has
in place a system of reinvestment

back into the local communities with
which it works.

The PPP is able to support tailor made initiatives due to
its close relationships with local communities. These
include assistance with Fairtrade labelling requirements,
strengthening farmers’ reputations and bargaining power,
improving product quality and assistance with
sustainable farming techniques. Examples of specific
projects include farmers’ workshops and ‘cupping’
training in Nicaragua (this involves professional tasting
of a farmer’s coffee so that the grower is able to better
identify the flavours of the coffee and so market it more
effectively). All these projects serve to build up the
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capacity of Cafédirect’s partners beyond their
involvement in the coffee trade, and so help people move
out of poverty.

The second strand of the group’s social impact is the
effect of the producer premiums. The additional income
from the premiums goes directly to the producer
organisations, who are able to decide at a local level
what to invest the money in.

Many grower organisations have invested in
strengthening the participation and skills of women in
coffee production and processing, and many have also
used the money to invest in local educational facilities. A
Ugandan tea cooperative has built a maternity unit in its
local community, for example. The range of projects is
wide as it is up to the growers to decide where the
money should go.

The social impact of the business is
defined as improving people’s
livelihoods while also engineering

positive change for growers and their
communities.

The group has invested significant energy in trying to
appreciate its impact more fully, conducting research into
key projects. This research has revealed a great deal of
useful information and insight into the character of its
activities. Cafédirect highlights the importance of the
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‘triangular’ relationship of the grower and its household,
the grower organisation and the community. It also
stresses the great importance of working according to the
pace and rhythm of the partner organisations. Its
activities have generally had more impact at the
community level in Africa and at the grower
organisation level in Latin America.

While the benefit of paying guaranteed prices to
vulnerable farmers is obvious, it is clear the PPP helps
Cafédirect contribute a great deal more to the social and
economic capacity of developing world communities.
The company sees its suppliers as partners, and their
active involvement at every stage of business activity
helps to empower local communities beyond their direct
contractual relationship with Cafédirect.

As a social enterprise, Cafédirect appears to be delivering
for its many different stakeholders both in terms of
economic values and community investment. The group's
ethos and values are reflected through the desire to build
long term direct relationships with the people it works
with, based on the concept that the parties they contract
with as suppliers should be genuine and equal partners
in delivering their mission. The company is a shining
example of building direct entrepreneurial capacity and
economic resilience in the developing world as with
microfinance, but also of the facilitation of reinvesting
profits back into the local communities sourcing the
products.

Matt Crossman
Ethical Researcher
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Kingfisher: Ethical Sourcing

Kingfisher is an example of a business now seeing the benefits of meeting
consumer demand for products which can demonstrate social and

environmental benefits all along the supply chain.

While the activities of microfinance and the ethical trade
of Cafédirect can make a direct difference to society, a
huge source of potential indirect impacts comes in the
supply chains of large multinational corporations.
Companies are beginning to realise that corporate
responsibility has extended beyond a duty to its staff and
operations and into its supply chain partners.

Kingfisher is the world’s third largest home improvement
retailer, with 50% of retail sales now coming from
outside of the UK. The group comprises 720 stores in 11
countries in Asia and Europe, under the well known
brands of B&Q, Screwfix, Castorama and Brico Depot.

More recently the group has been expanding this
international profile by moving into the Russian market.
The DIY market is very different to that of other
retailers such as Tesco which have faced criticism for
undermining local communities. Kingfisher can
demonstrate that there is still a clear role for local,
smaller hardware stores as people tend to visit its larger
format stores when attempting bigger projects.

We heard an update on Kingfisher’s supply chain policies
and practices from Caroline McCarthy-Stout - someone
who brings a long association with the group and its
values to her role as Public Affairs manager, with
responsibility for the group’s corporate social
responsibility (CSR) policies. Having initially headed up
CSR activities for the B&Q business, she explained her
role in meeting the challenge of extending the excellent
practices in place at B&Q into the other group brands.

Kingfisher feels it appropriate to have CSR policies at
group level, and to attempt to embed these policies into
the day to day running of the business. The case for the
CSR policy is a strong one financially, as it protects the
group’s reputation and maintains a fit with its values.
However, Kingfisher recognises that it is not perfect,
sharing the space with other retailers pushing to be seen
as responsible corporate citizens.

The group has identified several areas as being priorities
for action, given the character of its operations. The
most notable is that of carbon management, under which
the group is working with the Carbon Trust in order to
minimise its energy consumption and promote efficiency.

Other priorities include a factory assessment process for
supply chain managers, and finally, timber sourcing.
Under this area the group is developing a tool for use by
operating companies in collecting total volumes of
timber sold to give a more accurate picture of the scale
of the issue within Kingfisher. It is also working with the
Rainforest Alliance to develop a scheme to check
supplier compliance with Kingfisher’s sustainable timber
criteria.

The key challenge for an international business with a
global sourcing capacity such as Kingfisher is to ensure
that these group level priorities are implemented among
the many and varied operating companies. Its general
CSR aims are broken down into specific work
programmes for each country, helping assess progress
against the aims of the CSR programme by rating the
efforts of different operating companies on a three tier
system from minimum action to leadership. It also
facilitates the sharing of best practice within the group.
New operating companies are brought into the
programme, and the Kingfisher CSR team provides extra
support to bring new partners up to standard.

Kingfisher feels it appropriate to have
CSR policies at group level, and to
attempt to embed these policies into
the day to day running of the business.

B&Q UK, B&Q China and Castorama France all made
significant progress towards attaining their CSR policy
goals in 2006. Castorama France has partnered with
WWEF to promote sustainable products to consumers.
The WWEF/Castorama France Partners for the Planet
logo is now shown on over 1,700 products including
FSC timber, energy efficient products and a range of
environmentally friendly paints. B&Q China launched a
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programme promoting low environmental impact
products for home use, and has partnered with
Greenpeace to promote use of timber from sustainable
sources. Finally, the B&Q UK business has been leading
the market in offering a range of affordable renewable
energy products such as roof-top wind turbines and solar
thermal systems. Such efforts combine encouragement to
customers to make ethically sound purchases while
ensuring that that environmental impacts of the group’s
supply chain are minimised.

Targets initiated in 2007 include a 4
year target to reduce energy
consumption in stores by 10%, and
to increase the volume of sustainable
timber to 75% of total volumes by
2012.

To ensure consistency across the group, Kingfisher
measures CSR performance across its operating
companies and compares each unit’s results. 2007 is the
second year in which group wide data has been gathered,
enabling it to benchmark its performance and set targets
for future years.
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Targets initiated in 2007 include a 4 year target to
reduce energy consumption in stores by 10%, and to
increase the volume of sustainable timber to 75% of
total volumes by 2012. As regards supply chain
standards, the group aims to introduce a group-wide
factory assessment and audit process to ensure
compliance with the Kingfisher Code of Conduct on
Factory Working Conditions in the period 2007/08.

Hearing the details of the work programmes established
to improve supply chain standards delivered by a team
who are clearly committed to extending best practice
confirmed our impression of Kingfisher as a leading
retailer. The setting of published targets for improvement
in sourcing environmentally sound products
demonstrates a desire to be held accountable to its
stakeholders and gives us confidence in their aims to
further improve their performance in this area.

Isabel Kwok
Ethical Investment Assistant

Forthcoming events

Greenbank is pleased to be supporting the following events in 2007:

1st — 2nd September 2007
Soil Association Organic Food Festival

We will host a stall in the amphitheatre during the Soil
Association Organic Food Festival in Bristol. For further
information please go to www.soilassociation.org/festival
or call 0117 929 9008.

27th and 29th September 2007
The Funding Network

Greenbank will be sponsoring the autumn funding day
in London at the NCVO offices on Saturday 29th. The
Funding Network SW is on the evening of Thursday the
27th. For further information please go to
www.thefundingnetwork.org.uk or call 020 7243 0667.

29th - 30th September
Landmark Eco Fair

Look out for our stall at the Landmark Eco Fair, being
held at the Landmark Arts Centre in Richmond. For
further information please go to
www.landmarkartscentre.org or call 020 8977 7558.

13th October 2007
Schumacher Lectures

Greenbank is again sponsoring the annual lectures in
Bristol, at the Council House. For further information go
to www.schumacher.org.uk or call 0117 9031081.
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For further information on the services that we provide, or to arrange a meeting, please contact one of the Greenbank investment
managers:

John David
Investment Director
Nicola Day
Investment Director
Elizabeth Haigh
Investment Director
Mark Mansley
Investment Director

Rathbone Greenbank Investments
Prince House

Prince Street

Bristol

BS1 4PS

Tel 0117 930 3000
Fax 0117 929 1939
greenbank@rathbones.com

or visit our website at:
www.rathbonegreenbank.com

Printed on FSC certified, 100% recycled paper. Strict environmental controls are adhered to during production and no chlorine bleaching is used.

For Private Circulation Only

This document is published by Rathbone Investment Management as a service and does not constitute a solicitation,
nor a personal recommendation for the purchase or sale of any investment; investments or investment services referred
to may not be suitable for all investors. Therefore we recommend you consult your Account Executive before taking
any action. Rathbone Investment Management will not, by virtue of distribution of this document, be responsible to
any other person for providing the protections afforded to customers or for advising on any investment. The information
and opinions expressed herein are considered valid at publication, but are subject to change without notice and their
accuracy and completeness cannot be guaranteed. No responsibility can be accepted for errors of fact or opinion or
for forecasts or estimates. Past performance is not necessarily indicative of future performance and the price or value
of investments, and the income derived from them, can go down as well as up and an investor may get back less than
the amount invested. Changes in the rates of exchange may have an adverse effect on the value, price or income of
or from an investment denominated in a foreign currency. Investors should bear in mind the higher risk nature of
smaller companies, that the markets in their securities may be restricted and may be less regulated than the main
markets. As a result, having bought the securities, it may be difficult to sell them, assess their value or the extent of
the risks to which they are exposed. Rathbone Investment Management, and its Associated Companies, Directors,
Representatives, Employees and clients may have positions in, be materially interested in or have provided advice or
investment services in relation to the investments mentioned or related investments and may act on research before it
is published. Neither Rathbone Investment Management nor any Associated Company, Director, Representative or
Employee accepts any liability for any direct or consequential loss arising from the use of information contained in
this document. The levels and basis of taxation may change with future legislation. Unless otherwise specified, any
chart and statistics are compiled by Rathbone Investment Management.

No part of this document may be reproduced in any manner without prior permission. © 2007 Rathbone Investment
Management Limited. All rights reserved. Rathbone Greenbank Investments is a trading name of Rathbone
Investment Management Limited, which is authorised and regulated by the Financial Services Authority. Registered
office: Port of Liverpool Building, Pier Head, Liverpool L3 1NW. Registered in England No. 1448919.
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