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About the institute and its
sponsors and partners

About the institute

The First Sentier MUFG Sustainable Investment
Institute (the Institute) provides research on topics
that can advance sustainable investing. As investors,
both First Sentier Investors and MUFG recognise our
collective responsibility to society and that investment
decisions should be made with consideration to our
communities both now and in the future.

The Institute commissions research on Environmental,
Societal and Governance issues, looking in detail at a
specific topic from different viewpoints. The Institute
recognises that investors are now looking in far greater
depth, and with far greater focus, at issues relating to
sustainability and sustainable investing. These issues
are often complex and require deep analysis to break
down the contributing factors. If as investors we can
better understand these factors, we will be better
placed to consider our investment decisions and use
our influence to drive positive change for the benefit of

the environment and society.

The Institute is jointly supported by First Sentier
Investors (FSI) and Mitsubishi UFJ Trust and Banking
Corporation, a consolidated subsidiary of MUFG.
Representatives of both organisations will provide input
to the activities of the Institute.

An Academic Advisory Board advises the Institute on
sustainability and sustainable investment research
initiatives. The Academic Advisory Board comprises
prominent leaders from academia, industry and
nongovernmental organisations in the fields of
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Responsible Investment, climate science and related
ESG endeavours. The Board provides independent
oversight to ensure that research output meets the
highest standards of academic rigour.

Institute@firstsentier.com

www.firstsentier-mufg-sustainability.com

www.mufg-firstsentier-sustainability.jp

The Institute’s Sponsors and Partners

About First Sentier Investors

~ First Sentier
. Investors

First Sentier Investors (formerly First State
Investments) is a global asset management group
focused on providing high quality, long-term investment
capabilities to clients. We bring together independent
teams of active, specialist investors who share a
common commitment to responsible investment and
stewardship principles. These principles are integral to
our overall business management and the culture of
the firm.

All our investment teams - whether in-house or
individually branded - operate with discrete investment
autonomy, according to their investment philosophies.

https://www.firstsentierinvestors.com




About MUFG

(¢) MUFG

Mitsubishi UFJ Financial Group, Inc. (MUFG) is one of
the world's leading financial groups. Headquartered in
Tokyo and with over 360 years of history, MUFG has

a global network with approximately 2,000 locations

in more than 40 countries. The Group has about
140,000 employees and offers services including
commercial banking, trust banking, securities, credit
cards, consumer finance, asset management, and
leasing. The Group aims to “be the world’s most trusted
financial group” through close collaboration among our
operating companies and flexibly respond to all of the
financial needs of our customers, serving society, and
fostering shared and sustainable growth for a better
world. MUFG's shares trade on the Tokyo, Nagoya, and
New York stock exchanges. For more information, visit

https://www.mufg.jp/english.

About the Trust Bank

Mitsubishi UFJ Trust and Banking Corporation, as a
core member of MUFG, provides its customers with

a wide range of comprehensive financial solutions
leveraging unique and highly professional functions as
a leading trust bank. Such financial solutions include
real estate, stock transfer agency, asset management
and investor services, and inheritance related services,
in addition to banking operations. The Trust Bank aims
to realize its vision to be the trust bank that can create
a safe and enriching society and future alongside
customers through trust; as such, its key concept is
“Create a Better Tomorrow". For more information, visit

https://www.tr.mufg.jp/english
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About Planet Tracker

Planet Tracker

Planet Tracker is an award-winning non-profit
financial think tank aligning capital markets with
planetary boundaries. Created with the vision of

a financial system that is fully aligned with a net-
zero, resilient, nature positive and just economy well
before 2050, Planet Tracker generates break-through
analytics that reveal both the role of capital markets
in the degradation of our ecosystem and show the
opportunities of transitioning to a zero-carbon, nature
positive economy.

https:// www.planet-tracker.org




Executive summary

The global food sector profoundly impacts human health, with obesity,
malnutrition, food insecurity and antimicrobial resistance from animal
farming posing critical challenges. In 2020, 42% of the global population

was classified as overweight or obese, with projections indicating a rise to
54% by 2035' (Figure 3). The consumption of ultra-processed foods, which
make up over 50% of total caloric intake in some high-income nations, has
exacerbated diet-related health issues, including diabetes and cardiovascular

diseases.?

Figure 1: Global Trends in Adult Overweight and Obesity (2020-2035). (Source: World Obesity Federation, 2024)'
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Figure 2: Deaths attributed to Antimicrobial Resistance. (Source: Murray, C. J. L., et al., 2022) 3)*
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Additionally, the misuse of antibiotics in livestock and
aquaculture is accelerating antimicrobial resistance, a
growing crisis responsible for 1.27 million human deaths
annually (Figure 2).

If left unchecked, antimicrobial resistance-related
fatalities could double by 2050, with significant
economic consequences. This report explores these
challenges, their financial implications, and the
regulatory developments addressing them.?

The intersection of the food sector and public health
has major financial repercussions. Rising obesity rates
and antimicrobial resistance are increasing healthcare
costs, productivity losses, and regulatory pressures,
leading to significant risks for investors. Governments
are increasingly implementing policies, including
sugar taxes, marketing restrictions and limits on the
inappropriate use of antibiotics, directly affecting
corporate revenue streams. Consumer preferences are
also shifting toward healthier and more transparent
food choices, creating competitive advantages for
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companies that adapt. Investors must assess company
strategies for mitigating health risks, ensuring
regulatory compliance, and capitalising on changing
consumer behaviours to build sustainable, long-term
investment portfolios.

Obesity is a leading contributor to non-communicable
diseases, responsible for an estimated 42 million deaths
annually.* Ultra-processed foods, rich in sugars, salts,
and unhealthy fats, are the primary drivers of this trend.
The economic burden of obesity is substantial, costing
OECD countries 3.3% of GDP.* Without intervention,
global healthcare costs related to obesity could surpass
$18 trillion by 2060. Childhood obesity is particularly
concerning, with rates doubling over the last five
decades. Similarly, antimicrobial resistance threatens
public health and global economies, with projections
indicating a 3.8% reduction in GDP by 2050 due to its
impact on healthcare systems, agricultural productivity,
and labour markets.



The dominance of ultra-processed foods in global
diets contributes to poor health outcomes, particularly
among low-income and marginalised communities.
Food marketing strategies exacerbate these health
risks, especially among children and communities

of colour. Companies target vulnerable populations
through television, digital advertising, and celebrity
endorsements, normalising unhealthy consumption
patterns. In 2019, U.S. fast-food advertising spending
exceeded $5 billion, with the majority directed

toward products high in fat, sugar, and salt.° The
disproportionate marketing of unhealthy foods to
marginalised communities exacerbates existing health
disparities, contributing to higher rates of obesity,
diabetes, and cardiovascular disease.

Governments worldwide are implementing policies
to mitigate the health risks associated with unhealthy
diets and antibiotic misuse in agriculture. Sugar
taxes, front-of-package labelling, and restrictions on
unhealthy food marketing are gaining traction, with
over 100 countries implementing sugar-sweetened
beverage taxes and nearly 70 countries adopting
front-of-package labelling systems. Mandatory food
composition policies, including reformulation targets
for salt, sugar, and trans fats, are becoming more
prevalent. Meanwhile, regulations on antibiotic use in
livestock, such as the EU’s ban on antibiotic growth
promoters, are setting industry precedents. Companies

that fail to adapt face financial penalties, export
restrictions, and reputational damage, while those
embracing reformulation and transparency stand to
gain market share.

Investors play a pivotal role in
shaping a healthier and more
sustainable food system.

Supporting companies to proactively address health
risks can mitigate financial exposure and drive long-

term value.

Key considerations include:

= Corporate strategies for reducing ultra-processed
food dependence.

= Compliance with emerging regulations.

= Efforts to curb antibiotic misuse in food production.

This report provides a framework for assessing food
sector risks and opportunities, empowering investors
to make informed decisions that align with evolving
market and regulatory landscapes. In addition to risk
assessment, the report offers investor engagement
guidance on key health-related issues in the food
sector, equipping investors with targeted questions
to drive meaningful corporate action across six key
themes:

Key themes

Pricing and affordability

Sales and targets

Marketing and advertising

Product reformulation and
innovation

Governance and strategy

Risk management
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Examines whether companies are making healthier foods more accessible and affordable, particularly for low-
income consumers. Focuses on how pricing strategies support equitable access to better nutrition.

Assesses whether companies set and report on measurable targets to increase the sales of healthier products,
promoting transparency and accountability in their health and nutrition commitments.

Explores how companies influence consumer behaviour through advertising, particularly whether they prioritize
healthy foods and limit unhealthy food marketing, especially to children.

Looks at how companies improve the nutritional profile of their products through reformulation and innovation,
ensuring that healthier options are embedded across product lines.

Evaluates whether nutrition and health are embedded into corporate strategy and governance structures, reflecting
leadership commitment to public health and long-term business sustainability.

Focuses on how companies identify, assess, and manage risks related to health, particularly in connection with
ultra-processed foods, shifting consumer preferences, and evolving regulations.



Addressing these challenges will not only benefit
financial portfolios but also contribute to improved
public health outcomes and economic stability.

Why this matters for investors

The food sector’s role in public health is increasingly
influencing financial markets, with major implications
for corporate profitability, economic stability, and long-
term investment sustainability. Investors must consider
the systemic risks associated with obesity, malnutrition,
and antimicrobial resistance, as these challenges
translate into mounting healthcare costs, productivity
losses, and regulatory pressures on businesses.

Governments worldwide are introducing stringent
food policies, such as sugar taxes, front-of-package
labelling, and restrictions on unhealthy food marketing,
which directly impact corporate revenue streams

A call to action for investors

and necessitate strategic adaptation. Companies

that fail to reformulate their products or adjust their
business models accordingly may suffer from declining
consumer demand and reputational damage, while
those that proactively address these issues stand to

gain market share in an evolving marketplace.

For investors, assessing how well companies

manage these risks and opportunities is essential. By
considering factors such as pricing strategies, product
composition, regulatory compliance, and reputational
risks, investors can make informed decisions that
align with sustainable, long-term value creation.
Understanding the interplay between food sector
practices and health outcomes is crucial to mitigating
risk and ensuring resilient investment strategies in a
rapidly changing global landscape.

Investors play a crucial role in driving change within the food sector by prioritizing health-conscious and

sustainability-focused companies. Key actions for investors include:

® Encouraging companies to reduce their reliance on ultra-processed foods and curb the misuse of

antibiotics in food production, helping investors to mitigate financial risks while contributing to improved

public health outcomes.

® Engaging with food companies to set measurable targets for product reformulation, enhance the

affordability of healthier options, and eliminate the routine use of medically important antibiotics in

livestock and aquaculture.

By supporting companies that proactively address these risks through responsible marketing, transparent

antibiotic stewardship, and compliance with evolving regulations, investors can make informed decisions that

align with long-term value creation while fostering a healthier, more sustainable food system.

Health & Global Food Systems: An Investor’s Guide
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Introduction
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The global food sector has had

a profound impact on human
health, with rising obesity rates,
malnutrition, and food insecurity
posing urgent challenges worldwide.
Food related diseases such as
diabetes, coronary heart disease,
and stroke are among the leading
causes of mortality. Additionally,

the shift towards ultra-processed
foods—comprising over 50% of total
caloric intake in some high-income
countries—has exacerbated these
health issues by displacing essential
nutrients from diets.?

Beyond diet-related concerns, the misuse of antibiotics
in livestock and aquaculture has accelerated the rise
of antimicrobial resistance, a crisis responsible for 1.27
million deaths per year. If left unchecked, antimicrobial
resistance-related deaths are expected to double by
2050, with severe consequences for both human health
and global economic stability. The economic burden
associated with obesity and antimicrobial resistance

is staggering, with estimates indicating that by 2060,
global healthcare costs for obesity alone could surpass
$18 trillion,?* while antimicrobial resistance could lead
to a GDP reduction of up to 3.8% worldwide.

This report provides a comprehensive analysis of these
health risks, examining how food companies contribute
to and are affected by these challenges. It evaluates
the economic implications of poor dietary trends

and antimicrobial resistance, assesses regulatory
developments aimed at mitigating these threats, and
explores consumer shifts toward healthier products.
The findings offer critical insights for investors
evaluating food sector risks and opportunities.



How is the global food sector
Impacting human health?

The global food system is having a significant impact on human health across
the world. Changes in diets are causing rising levels of obesity, malnutrition,

and food insecurity. At the same time, the inappropriate use of antibiotics
in livestock and aquaculture production is causing a rise in antimicrobial

resistance in animals and humans.

This section will discuss the current status and
future trends in diet- and antimicrobial resistance-
related health issues across the world, along with the
associated economic impacts.

Health & obesity

Obesity and malnutrition

Obesity is a growing global health issue, with 42% of
the world's population categorised as overweight or
obese in 2020. Obesity is a condition of ‘abnormal or
excessive fat accumulation that may impair health;
defined by the World Health Organisation’ (WHO) as a
body mass index (BMI) in adults greater than 30 kg/m?,
with overweight defined as a BMI in adults greater than
25kg/m?,

Health & Global Food Systems: An Investor’s Guide

Obesity is part of the double burden of malnutrition:

Undernutrition: A deficiency of nutrients, often
caused by an inadequate diet. Undernutrition can
cause visible wasting of fat and muscle, but it can
also be invisible i.e. a person can be overweight/
obese and undernourished.

Overnutrition: Caused by an overconsumption of
protein, carbohydrate and/or fat calories, which is
stored as fat cells, causing overweight and obesity.

A major cause of malnutrition is a poor diet, that is
low in micronutrients (vitamins and minerals), which
are essential for proper growth and development, and
the lack thereof poses a major threat to health and
development, particularly for children.t

The global transition to a ‘Western diet’ high in sugar,
salt and fat® as well as increasing consumption of ultra-
processed foods™ are key drivers of this trend.
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Obesity-related health risks

Obesity is a risk factor for several of the world’s leading
causes of death, including heart disease, stroke,
diabetes, and various types of cancer Obesity and
malnutrition can also significantly impact people’s
quality of life,”? causing issues such as fatigue, poor
quality sleep, mobility issues, low self-esteem and
impaired psychosocial functionality.”

Estimates of the impact of obesity vary widely across
sources. Lower estimates, for example from the WHO,
suggest that obesity and overweight have reached
epidemic proportions worldwide, and are responsible
for the deaths of at least 2.8 million people annually
Higher estimates suggest deaths attributable to diet-
related risk factors, including high blood pressure, high
blood glucose levels and overweight and obesity,

among others, account for 19% (~11.8 million people?)
of all global mortality.”®

According to the 2024 Global Burden of Disease
study,* recent estimates indicate that over 56 million
people (adults and children) die each year, and 2.5
billion years of healthy life are lost to disease, injuries
or other causes of ill health. Of these, some 42 million
deaths and 1.6 billion disability-adjusted life years®
are caused by non-communicable diseases. Two-
thirds of these non-communicable disease deaths
and 40% of the non-communicable disease disability-
adjusted life years are caused by just four conditions:
cancers (neoplasms), coronary heart disease, stroke
and diabetes. Each of these is associated with and
accelerated by overweight and obesity.*

Figure 3: The death rate from obesity, 2021 - Estimated annual number of deaths attributed to obesity per 100,000 people.

(Source: IHME, Global Burden of Disease)*

Nodata O 25

[ ]

a Planet Tracker Analysis. Using global death rate; 2024 (Our World in Data).
b Disability adjusted life years are calculated by adding together the years of life lost due to premature mortality and the years of

healthy life lost due to disability.
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Current obesity trends

If current trends continue, the proportion of adults
living with overweight or obesity is projected to
increase from 42% (2.2 billion) of the global population
in 2020 to 54% (3.3 billion) by 2035. Similarly, for
children aged 5 to 19 prevalence of overweight and
obesity is expected to rise from 22% (430 million) in
2020 to 39% (770 million) by 2035,

Historically, higher-income countries, particularly

in regions like Europe, and North America, have
experienced higher rates of overweight and obesity.
In contrast, typically lower-income regions such as
South-East Asia and Sub-Saharan Africa have had
significantly lower prevalence rates.

However, over the past few
decades, these regions have
seen a notable rise in overweight
and obesity,

as shown in Figure 4 - highlighting a growing global
health concern.

30%
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10%
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These trends have been driven in part by an
increased consumption of processed food due to
the growth of the manufactured food industry.” Per
calorie, processed foods are less costly than non-
processed foods, and increased affluence could
also be associated with changing patterns in food
consumption.’®

People living in poverty lack access to healthcare,
leading to worse health outcomes for those who are
overweight or obese and because they often access
healthcare services later, this ultimately puts more
pressure on public health services.®

While the general global trend points to rising obesity
rates, it is important to note that some jurisdictions
face the opposite challenge. In Japan, for example,
certain segments of the population—particularly
younger women—are increasingly underweight, raising
concerns among health authorities. This phenomenon
has been linked to social pressures and shifting dietary
habits, prompting initiatives aimed at addressing the
risks associated with undernutrition.?

Figure 4: Obesity in Adults between 1975 and 2016 (Source: FAQ, 2024). #
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Rise in childhood obesity

Childhood obesity and malnutrition is an increasing
global concern, due to adverse effects on children’s
physical, social and emotional wellbeing. It increases
the risk of diet-related noncommunicable diseases in
childhood and the physical and metabolic changes
childhood obesity brings can carry into adult life,
increasing the risk of non-communicable diseases later
in life.??

Childhood obesity is an escalating global concern,

with alarming statistics underscoring its rapid growth.
According to UNICEF, around 30 million children under
the age of five were living with overweight or obesity

in 2000. By 2023, this number had risen to 37 million,
marking a significant upward trend in early childhood
obesity.?

Obesity is impacting older children and adolescents

at even higher rates. In 2020, over 435 million children
and adolescents aged 5-19 years were overweight

or obese,* a dramatic increase from the 224 million
estimated in 1975.% This represents a staggering rise of
approximately 94.2% in less than five decades.

If no significant interventions are implemented, by
2035, obesity-related non-communicable diseases

among children and adolescents will soar with
estimates suggesting that in 2035, assuming no
interventions to reduce overweight and obesity,
approximately 171 million children will experience non-
communicable disease risks, attributable to their high
BMI. Most of which will not be detected or treated.'

Economic impact of obesity and malnutrition

Obesity is not just a public health crisis but also a
significant economic burden for countries, impacting
productivity and leading to high levels of health and
social care expenditure. In OECD countries alone,
obesity is estimated to cost 3.3% of GDP, underlining
its significant negative impact on national economies.®

If current trends continue,

the global economic burden

of overweight and obesity is
anticipated to surge from under
$2 trillion in 2020 to over $3
trillion by 2030, and an alarming
$18 trillion by 2060 (Figure 5).2

Figure 5: Estimated economic costs in 2020 to 2060 in country income group (Source: The World Bank).©
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A significant portion of the economic burden stems
from the strain obesity places on national healthcare
systems. Chronic diseases closely linked to high BMI—
such as diabetes, cardiovascular diseases, and certain
cancers—require extensive and costly treatments.
Across OECD, G20, and EU28 countries, approximately
$425 billion is spent annually on addressing obesity-
related healthcare needs.®

Beyond healthcare expenses, obesity undermines
economic productivity. Individuals with chronic
diseases are 8% less likely to be employed in the
subsequent year and, if employed, often experience
reduced productivity and higher absenteeism rates.
The impact extends to children, as overweight youth
are more likely to perform poorly in school and face
diminished educational attainment.®

The cumulative effects of these factors significantly
depress social wellbeing and national economies,
with the total economic burden of overweight and
obesity estimated to range from 1.6% to 5.3% of GDP,
depending on the country. ®

The combination of rising
healthcare costs, reduced

labour productivity, and lower
educational outcomes paints a
bleak picture of the potential
long-term socioeconomic impact
of obesity.®

d Dependent on the country.

Health & Global Food Systems: An Investor’s Guide




Figure 6: Spectrum of processing of foods based on the NOVA classification.”

Group 1 Group 2
Unprocessed or Minimally Processed Culinary
Processed Foods Ingredients

Fresh, dry, or frozen vegetebles or
fruit, grains, legumes, meat, fish,
eggs, nuts and seeds.

Fant oils(e.qg., olive oil, coconut oil),
animal fats (e.g., cream, butter, lard ),
maple syrup, sugar, honey, and sat

Substances derived from Group 1
foodsor ffom nature by processes
including pressing, refining, gnnding,
milling, and drying

Processing includes removal of
inedible/unwanted parts. Does not
add substancesto the original food.

Group 3
Processed Foods

Group 4
Ultra-Processed Foods

Sugar sweetened beverages, sweet
and savory packaged snacks,
reconstituted meat products, pre-
prepared frozen dishes, canned/instant
soups, chicken nuggets, ice cream

Canned/picked vegetables, meat,
fish, or fruit, artisanal bread, cheese,
salted meats, wine, beer, and cider.

74

1

Processing of foods from Group 1 or
2 with the addition of oil, salt, or
sugar by means of canning, pickling,
smoking, curing, or fermentation.

S
alL S/,

Formulations made from a series of
processes including extraction and
chemical modification. Includesvery
little intact Group 1 foods.

Increasing Level of Processing

Ultra-processed foods, and how they are impacting human health

The rising prevalence of obesity globally is closely
linked to dietary patterns dominated by ultra-processed
foods. There is a range of definitions for ultra-processed
foods, however, the most recognised is the NOVA Food
Classification system - a framework that groups foods
according to the extent and purpose of the processing
that they undergo - as shown in Figure 6. It classifies
ultra-processed foods as industrial products primarily
composed of ingredients extracted from foods (such

as oils, fats, sugar, starch, and proteins); modified food
components (like hydrogenated fats and modified
starch); or synthetic compounds created in laboratories
from food-derived or other organic materials (including
flavour enhancers, colourants, and various additives

designed to enhance palatability).?®

Ultra-processed foods are typically calorie-dense but
nutritionally poor, providing high energy levels while
lacking essential vitamins, minerals, and fibre. Additives
such as refined sugars, unhealthy fats, and synthetic

Health & Global Food Systems: An Investor’s Guide

flavour enhancers dominate their composition,
displacing natural sources of nutrition. While ultra-
processed foods may be convenient and affordable,
their regular consumption often fails to meet the body's
needs for fundamental nutrients.?® This nutritional

void is particularly concerning in populations where
these foods dominate daily intake, as they are poor
substitutes for whole, nutrient-rich foods.

In many high-income countries, ultra-processed
foods now account for over 50% of total energy
intake, with concerning trends of rapid increases in
consumption across low- and middle-income nations
over the past three decades. Even within countries,
some demographic groups exhibit particularly high
consumption rates, reflecting disparities in dietary
quality and exposing vulnerable communities to
heightened health risks. Disparities have been
associated with the consumption of ultra-processed
foods, particularly the higher intake of sugary

15



beverages within Native American communities.? For
instance, diabetes affects 18.8% of Native American
communities compared to the U.S. average of 10%,
while obesity rates are significantly higher at 47.4%
among Native Americans versus the national average
of 29.8%.%°

In particular, poor and low-income groups often

have easier access to ultra-processed foods than

to more nutritious whole foods. This can lead to an
overconsumption of macronutrients, such as refined
carbohydrates and unhealthy fats, while simultaneously
causing deficiencies in essential micronutrients, such
as vitamins and minerals. This dual issue—excessive
calorie intake combined with nutrient deficiencies—can
contribute to malnutrition and related health issues.*

In some of the most economically developed nations,
the dominance of ultra-processed foods in diets is
striking. In the USA, ultra-processed foods contribute
57.9% of total energy intake,*? while the UK and Canada

see similar patterns at 56.7%% and 47.7%,** respectively.

Among the top fifth of ultra-
processed foods consumers in
countries like the USA, UK and
Australia, ultra-processed foods
constitute between 70% and 80%
of their diets.

Health & Global Food Systems: An Investor’s Guide

These dietary habits lead to imbalanced eating patterns
characterised by frequent snacking and the exclusion
of fresh, nutrient-dense food options,? which are
strongly associated with an increased risk of obesity,
type 2 diabetes, cardiovascular disease, and other
chronic health conditions.

Globalisation and urbanisation have accelerated

the spread of ultra-processed foods into developing
countries, reshaping traditional diets.?® Ultra-processed
foods are often more affordable and accessible than
healthier options, increasing uptake particularly in low-
income populations. This disparity arises because ultra-
processed foods are typically less expensive to produce
and have longer shelf lives, making them more readily
available in low-income communities.*® Consequently,
individuals in these communities may rely more heavily
on ultra-processed foods, which can lead to poorer
dietary quality and associated health risks.

Heavy reliance on ultra-processed foods, high in fat,
sugar and salt, contributes to widespread malnutrition
and micronutrient deficiencies. Iron, magnesium,
potassium, and vitamins like A, D, and B-complex are
among the critical nutrients that are often insufficient
in diets high in ultra-processed foods. For instance,
refined grains lack the fibre and magnesium found

in whole grains, while sugary beverages and snacks
do little to provide potassium or vitamin C. These
deficiencies can have profound health implications, in

the form of non-communicable diseases.*®
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Antimicrobial resistance and the food system

Antimicrobial resistance is one of the top global threats
to public health and the economy, directly causing

1.27 million deaths globally each year and indirectly
contributing to another 3.68 million deaths annually,
where antimicrobial resistant infections may have
played a role in mortality.®

Antimicrobial resistance is driven by the overuse and
misuse of antibiotics in humans, animals and plants
which means bacteria, viruses and fungi no longer
respond to the medicines used to treat infectious
diseases. As a result, these drugs become ineffective,
and infections become more difficult or impossible to
treat. The result is an increased risk of the spread of
disease, serious illness, disability and death in both
humans and animals. These risks are exacerbated by
the lack of discovery and development of new antibiotic
drugs.

In 2016, the UN recognised

that the inappropriate use of
antimicrobial medicines in
animals is a leading cause of the
growing global crisis.?”

As demand for animal products has increased

globally, the expansion of intensive industrial livestock
production and aquaculture has seen antimicrobial
medicine use increase, as animals are mass-medicated
to prevent infection in crowded conditions and to
promote growth in livestock.

Foods of animal origins are the main source of
antimicrobial resistance in the food system, particularly
meat from domesticated livestock such as poultry, pigs,
cattle, goats and sheep.*® Seafood from aquaculture

Health & Global Food Systems: An Investor’s Guide

farms are also known to be hotspots of antimicrobial
resistance, due to more significant genetic exchange
which increases seafood’s susceptibility to becoming
drug resistant.*

Today, an estimated 73% of antimicrobial medicine sold
globally is used in animals reared for food, and sales
are expected to increase by 11.5% by 2030 to 104,079
tonnes per year.* The rise in antibiotic use in the food
system has contributed to the spread of drug resistance

in both humans and animals.

Antimicrobial-resistant organisms in food are a serious
issue for human health food-borne diseases causing an
estimated 600 million illnesses and 420,000 deaths per
year, with over a quarter of deaths in children under 5.4
Drug-resistant bacteria can be transmitted from farm
animals to humans through the direct consumption of
meat or milk, from surfaces on which food is prepared
or via water and soil containing animal faeces.

Food products may also contain antibiotic-resistant

organisms from contaminated water or soil.

Antimicrobial drug use on farms can contaminate the
surrounding environment leading to drug-resistant
microbes that can harm human health. People who
work closely with animals or live near farms can
experience negative health impacts from antimicrobial
resistance in livestock.

There is relatively limited data on antimicrobial
resistance related to foods of non-animal origin, but
data from 2007 - 2011 indicated that these goods were
linked with 10% of foodborne pathogen outbreaks.*
These stem largely from foods such as Salmonella-
contaminated leafy greens, tomatoes, stem vegetables
and melons, as well as E. coli-contaminated legumes
and grains.
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Industrial livestock production and antimicrobial resistance

Antimicrobial medicines are essential to intensive
industrial animal farming systems on land and in water,
with thousands of animals kept in confined spaces.

In this context, companies routinely mass medicate
livestock and fish with antibiotics to reduce mortality
and promote growth.

The WHO classifies antibiotic use in animals into three

major categories:*

® Therapeutic use: antibiotic medicines used to
treat animals with clinically diagnosed infectious
diseases or illnesses.

® Disease prevention: the use of antibiotics in healthy
animals which may be at risk of infection. In this
case antibiotics are often used as a substitute for
good hygiene and farming practices that would
otherwise prevent or reduce infection in livestock
and fisheries.

= Growth promotion: antibiotics used at
subtherapeutic concentrations to increase weight
gain in animals, with drugs often added to animal
feed. It is not known exactly how growth promotion
works, but current theories include altering the
gut microbiome of animals, reducing competition
for nutrients, improving nutrient absorption or
reducing pathogenic bacteria especially among
animals in crowded living conditions.
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The use of antibiotics to promote growth in livestock is
a significant contributor to the overuse of antibiotics in
the food system and more broadly. Analysis has found
that countries applying such medication for growth
promotion use 45% more of these drugs per kilogram
of animal biomass compared to countries that do

not use growth promotors.*® The crowded conditions
in industrial livestock production create the perfect
conditions for drug resistance to spread rapidly.

Many antimicrobial medicines which are medically
important for use in humans are currently used in
beef, dairy, pork and poultry industries, posing a
significant risk to human health. The widespread use
of these antibiotics leads to drug resistance in food-
producing animals, which can in turn cause disease in
humans (e.g. enterococci, E. coli, campylobacters and
salmonellae) which can be difficult or impossible to
treat.

Research has shown that there is a persistent lack of
awareness about antimicrobial use and resistance
among livestock and aquaculture farmers, particularly
in middle- and low-income countries, with evidence

of antibiotic use practices that contribute to the
development and spread of drug resistance among
farms.*® Farms often rely on untrained workers for
disease management which promotes and exacerbates
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the inappropriate use of antibiotics. Further up the
supply chain, workers handling food can spread
antimicrobial-resistant bacteria via poor hygiene
practices or cause cross-contamination from handling
contaminated food.*

Trends in antibiotic use and antimicrobial resistance
in the food system

An estimated 88,927 tonnes of antimicrobial products
were used in animals reared for food globally in 2021.4
From 2019 - 2021, the overall use of antimicrobials

in animals increased by 2% globally from 107.3 mg/

kg of animal biomass to 109.7 mg/kg. In this period,
the Americas, Europe and Asia Pacific regions saw

a decrease in antimicrobial use by 9%, 6% and 0.7%
respectively, while Africa saw a 179% increase in

use, although this may be down to better monitoring
systems and improved use estimates.

However, Africa’s overall antimicrobial use represents
only 2% of volumes for the 81 countries that report to

the World Organisation for Animal Health. On the other
hand, China has been identified as the world's leading
producer and consumer of antibiotics for both humans
and animals.*

The use of antibiotics for growth promotion in animals
remains relatively widespread, despite the high risk

of causing antimicrobial resistance. In 2021, 36 of the
152 World Organisation for Animal Health member
countries reported the use of antimicrobial medicines
as growth promotors in animals reared for human
consumption. 75% of the 36 countries are located in the
Americas or Asia and the Pacific regions.

In addition, two of the most frequently used antibiotics
used as growth promotors by these countries -
bacitracin and tylosin - are classed as critically
important for use in humans in the WHO's latest List

of Medically Important Antimicrobials.*® Despite their
critical role in human medicine and the significant risks
associated with their misuse in animals, they continue
to be widely used as growth promote.

Figure 7: Number of countries using antimicrobial medicines for growth promotion in animals in 2021.

(Source: World Organisation for Animal Health, 2024)*
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Trends in antimicrobial resistance and human health

The problem of antimicrobial resistance in humans is
expected to grow. Globally, antimicrobial resistance-
related deaths are expected to double from nearly 5
million today to 3 to 10 million by 2050,*® with many
more people suffering from ill health as infections
become more difficult or impossible to treat.

Around 90% of direct deaths
from antimicrobial resistance
occur in low- and middle-income
countries, despite having lower
antibiotic use per capita than
high-income countries.?

In addition, 99.65% of the children under five who die
from antimicrobial resistance globally are in low- and
middle-income countries, accounting for an estimated
252,833 deaths per year.*® Considering the low number
of antimicrobial-resistance related deaths among
children under 5 in high-income countries (893 per
year), large numbers of these deaths are preventable.

These trends may be linked to the fact that antibiotic
use is often less well-regulated in low- and middle-
income countries, and their healthcare services often
have less capacity to respond.

Figure 8: Death rates per 100,000 attributable to antimicrobial resistance (Source: Naghavi et al.,2024)%°
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Economic impact of antimicrobial resistance

In addition to the health impacts detailed above,
antimicrobial resistance has significant economic costs
across the global economy.

The World Bank has estimated
that by 2030, it could cause
losses to annual GDP ranging
from $ 1 trillion to 3.4 trillion.®

Negative economic impacts are projected to rise
dramatically by 2050 equating to a 3.8% reduction in
GDP worldwide and creating $ 1 trillion in additional
healthcare costs alone.

Antimicrobial resistance in
livestock in particular poses a
systemic risk to the food and
agriculture sectors as well as the
pharmaceuticals, healthcare and
Insurance sectors.

Drug resistance affects the health of animals and

plants, reducing agricultural productivity and
threatening food security.

The economic risks are substantial: from 2025 -

2050 a total of $ 575 billion - $ 953 billion global

GDP could be lost due to antimicrobial resistance in
livestock.*® Additionally, it has been estimated that
lower productivity as a result of the harmful spillover
effects of drug resistance in livestock on human health
could cause a loss of $ 11 trillion - $ 5.2 trillion in GDP
cumulatively over the same period.

In terms of food security, by 2050 annual antimicrobial-
related livestock production losses are estimated to be
equal to the consumption needs of 746 million people
under a best-case scenario and up to 2 billion people
under the most pessimistic scenario.** By 2050, the
World Bank has estimated that antimicrobial resistance
could see global animal production reduced by 2.6%

- 7.5% from a 2019 baseline.%? Within this, cattle and
poultry meat production are predicted to see the
biggest livestock production losses.®

Research has found that nearly 10% of global

equity markets, worth $ 14.6 trillion, are exposed

to antimicrobial resistance-related risks from food,
agriculture, pharmaceuticals, healthcare and insurance
sectors.?® Publicly listed companies in developed
markets are more exposed than their peers in emerging
markets based on enterprise value (including cash).
Companies in the US are the most exposed compared
to any other region, followed by those based in Europe,

based on absolute valuation.




Figure 9: Assets exposed to AMR risks. (Source: MSCI Sustainability Institute & FAIRR Initiative, 2024)° 5
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These businesses (particularly agriculture and
aquaculture producers) may see veterinary costs
increase as infectious diseases become more difficult
to treat due to antimicrobial resistance. Companies
may also face a loss of productivity on farms and in
aquaculture operations due to increased morbidity
and mortality caused by outbreaks of drug-resistant
infection, as well as higher insurance premiums due
to the impacts of antimicrobial resistance in their own
operations and supply chains.
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The economic impacts of
antimicrobial resistance span the
global economy, and significant
action is needed to manage these
risks to the food system.

e Enterprise value including cash (EVIC) exposed to AMR risks- expressed as a percentage of the investable companies universe

per region
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How are marketing practices within the
food sector impacting human health?

Marketing strategies play a pivotal role in shaping consumer behaviour,
influencing not only what people buy but also their long-term preferences
and consumption patterns. The food and beverage industry, in particular,
has mastered the art of leveraging marketing to promote its products, often
targeting specific demographics to maximize impact. While these strategies
can drive significant profit, they raise important ethical and public health
concerns when they involve promoting unhealthy products, such as ultra-

processed foods.

This section will explore how marketing practices in
the food and beverage sector influence consumer
choices, dietary habits, and health outcomes.

It will focus particularly on children, adolescents, and
people of colour, as these groups are disproportionately
targeted by food marketing and are especially
vulnerable to its effects. Children and teenagers

are impressionable, with developing preferences

and habits that are easily shaped by exposure to
advertising. Similarly, people of colour often face

a “"double dose” of marketing due to targeted
campaigns combined with general advertisements,
which compounds existing health disparities in these
communities.
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By examining the tactics used—such as TV advertising,
digital media, celebrity endorsements, and targeted
marketing—and the associated health impacts, this
section will highlight the urgent need for stronger
regulatory oversight to address these practices and
protect public health. In addition to regulatory action,
meaningful stakeholder engagement—including
collaboration between industry, public health experts,
and advocacy groups—is essential to promoting
responsible marketing practices. Engaging key
stakeholders can help establish industry best practices,
encourage voluntary commitments, and drive systemic
changes that support healthier consumer choices.
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Marketing strategies impacting children
and adolescents

TV advertisements

Television advertising remains one of the most
influential mediums for promoting unhealthy, high
fat, sugar and salt food products, to children and
adolescents. Advertising of ultra-processed food

is particularly harmful as childhood obesity and
malnutrition can cause adverse effects on children's
physical, social and emotional wellbeing. It increases
the risk of diet-related noncommunicable diseases in
childhood and the physical and metabolic changes
childhood obesity brings can carry into adult life,
increasing the risk of non-communicable diseases later

in life.?

In 2019, U.S. fast-food advertising spending exceeded
$5 billion, representing a 9% increase from the $4.6
billion spent in 2012. Television accounted for a
staggering 91% of total advertising expenditures in this
category, highlighting its dominance as a marketing
channel. Contrary to popular belief, most of the
exposure to unhealthy food advertisements among
young people occurs on general TV programming
rather than children’s TV channels. For example,
preschoolers, children, and teens were exposed
to only 10%, 11%, and 5% of fast-food adverts on
children’s programming, respectively. This indicates
that advertising strategies targeting young audiences
are pervasive across a broader spectrum of television

content.®

The overall volume of food and beverage
advertisements during children’s programming has
also increased significantly, with 23% of all adverts in
2018 promoting such products, compared to just 14%
in 2012.%° Alarmingly, the majority of these adverts
were for unhealthy food products, with 65% failing to
meet the food industry’s voluntary nutrition standards
for advertising to children, and 99% falling short of
proposed U.S. federal government standards.® Despite
restaurants public commitments to offer healthier menu
options, fast-food TV advertisements overwhelmingly
focus on regular menu items or general branding,
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devoting four to six times as much promotional effort to
value menus and meal bundles compared to healthier
options.®

Digital advertising

Digital media has become a powerful avenue for
food and beverage companies to target children and
adolescents, who are spending increasing amounts
of time online. Social media platforms have become
integral to young people’s daily lives, with children
as young as age three engaging in digital content.%®
Research into child-centric long-video platform
channels revealed that 38% of adverts in 2020 were
for food or beverages, with more than half promoting
energy-dense, nutrient-poor products. Branded
products and child-influencer endorsements further
embed unhealthy food marketing into content that
appears entertaining and harmless to young viewers.*

The transition from traditional television to online
platforms has given rise to sophisticated marketing
strategies. Digital advertisements often appear
seamlessly integrated into entertainment, making it
difficult for children to distinguish between content
and marketing. Studies show that 72% of children and
adolescents report encountering food or beverage
marketing on social media, with 44% of these adverts
promoting fast food and 9% featuring sugar-sweetened
beverages.5®

Influencer marketing—a $24 billion industry®®— has
become increasingly common, where companies pay
social media celebrities to promote products in ways
that resonate with young audiences. For example, an
analysis of 400 videos posted by child influencers on

a long-video platform found that 65% featured food-
related content, with 91% promoting ultra-processed
food products.®” Despite recent policy changes, such as
bans on food and beverage advertising on “made-for-
kids" content in 2020 and restrictions on high-fat, salt,
and sugar adverts in the EU and UK,®' these regulations
do not extend to influencer marketing.®? This gap
highlights the need for stronger regulatory oversight to
ensure children and adolescents are safeguarded from
the influence of digital advertising for unhealthy food.
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Celebrity endorsement

Celebrity endorsements are a prominent strategy used
by the food and beverage industry to market their
products, leveraging the appeal of famous celebrities to
influence consumer behaviour.®® These endorsements
often create an implicit association between the
promoted products and health, fitness, or glamour,
even when the products themselves are nutritionally
poor. Research examining celebrity endorsements

of food between 1990 and 2017 in the U.S. found that
two-thirds of celebrity endorsed brands and products,
were tied to unhealthy food and beverage items.®2

This raises concerns about the potential role of these
endorsements in normalising the consumption of ultra-

processed foods, particularly among young audiences.

Popular music celebrities also play a significant role

in shaping food preferences. A study analysing 590
endorsements made by 163 celebrities revealed that
18% were for food and beverage companies, with 71%
of non-alcoholic beverage endorsements promoting
sugar-sweetened drinks. Similarly, 81% of the 26 food-
related endorsements featured ultra-processed foods.®*
Evidence shows that children and adolescents find
these celebrity-endorsed products more desirable than
alternatives that are not promoted by famous figures.
This increased desirability underscores the influence
of celebrity endorsements in driving unhealthy eating
habits, particularly among impressionable young

consumers.%®
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Targeted marketing to people of color

Target marketing is a key strategy employed by

food and beverage companies to appeal to specific
demographics by tailoring campaigns based on
race, ethnicity, age, and other characteristics.®® This
approach often makes products feel personalized or
culturally relevant, but when it comes to targeting
children of colour, it raises significant concerns.®”
Research shows that the majority of products marketed
to these demographics are unhealthy, including junk
food, sugary beverages, and other energy-dense,
nutrient-poor products.® Children of colour are
particularly appealing targets for marketers due to
their growing population size, spending power, and
higher media exposure, which make them a lucrative
demographic for food companies.®”

In 2017, U.S. food companies spent over $1 billion

on advertisements targeting Black and Hispanic
audiences through Spanish-language and Black-
targeted television.®® Over 80% of these adverts
promoted fast food, sugar-sweetened beverages,
candy, and unhealthy snack brands.®” Studies have
shown that Black children and adolescents saw nearly
twice as many food advertisements compared to their
White peers.’” This targeted approach extends beyond
television and online platforms into other key areas
where children live, learn, and play, including schools,
childcare centres, and community events. Companies
also rely on initiatives like celebrity endorsements,
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scholarships, and sponsorships of music and sporting
events to engage these children and teens, further
embedding their brands into the fabric of these
communities.®”

The rise of children-focused marketing dates back to
the 1990s when food companies, under pressure from
investors, sought new revenue streams by creating a
market specifically for children. What began as a niche
market for breakfast cereals rapidly expanded; by 2004,
there were approximately 500 products targeting youth
compared to only 50 in 1994.%° This surge in youth
marketing disproportionately impacted communities of
colour, where targeted advertising and limited access
to healthy foods compound existing health disparities.
Latinos and African Americans are nearly twice as
likely to have diabetes compared to non-Hispanic
Whites, and Native Americans are more than twice as

likely. These groups also face higher diabetes-related
mortality rates and complications, such as kidney
damage, driven in part by the aggressive promotion of
unhealthy products to children in these communities.”

One of the most concerning aspects of targeted
marketing is the “double dose” effect, where children
of colour are subjected to both targeted campaigns
and general advertising messages. This dual exposure
amplifies the influence of unhealthy food marketing,
further normalising the consumption of ultra-processed
foods.®® By engaging in community-focused initiatives
like scholarships and charitable donations, companies
often insulate themselves from criticism while
continuing to promote products that exacerbate public
health issues like obesity, diabetes, and high blood

pressure.’’

Targeting of Native American communities by beverage companies in the U.S.

The promotion of sugary beverages is widely seen as a contributing factor to rising rates of chronic diseases

such as diabetes, heart disease, and obesity within Native American communities.”” Diabetes, in particular,

has been a significant concern, with Native American communities experiencing disproportionately high rates

compared to other ethnic groups in the United States.*® Heart disease and obesity are similarly prevalent, and

the availability of cheap, sugary drinks has been criticised for exacerbating these existing health disparities.*°

Beverage companies’ marketing strategies, which can include sponsorships of local events and the use of

culturally relevant imagery, further entrenched these unhealthy products within the fabric of communities.

Public health campaigns and advocacy groups, recognising the harmful effects of increased soda consumption,

launched efforts to raise awareness and reduce soda intake in these communities. These campaigns highlighted

the connection between the widespread availability of sugary drinks and the rising rates of chronic diseases in

within these communities across the U.S.”

Native American organisations began advocating for comprehensive strategies to restrict the sale and marketing

of sugary drinks within their communities. The calls for action gained traction, with many arguing that the

promotion of such products in vulnerable communities was a form of exploitation.” Although not directly

correlated to these proceedings beverage companies began to make some changes to their product offerings.

Several companies committed to reducing the sugar content in some of their beverages and began to explore

alternative options with lower sugar content.” The Healthy Diné Nation Act (HDNA) was also introduced which

places a 2% tax on certain food items such as sugar sweetened beverages. Revenues generated by the tax

support community wellness projects in Chapters on the Navajo Nation.”
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Impact of marketing practices on consumer
behaviour and health outcomes

Marketing practices targeting children and adolescents
have a profound impact on their consumer behaviour
and health outcomes.

In addition to influencing brand loyalty, marketing
practices contribute to higher intake of unhealthy
and ultra-processed foods, a major driver of poor
health outcomes. Research examining the effects

of advertising on social media have found a direct
correlation between exposure to promotions of
unhealthy snacks by influencers and increased snack
consumption.” Three studies demonstrated higher
snack intake was linked to social media influencer
promotions.” Another study found that exposure to
generally unhealthy food advertising led to significant
increases in the intake of energy-dense snacks by

consumers.

The marketing of ultra-processed foods has been
shown to not only increase the consumption of
advertised products but also elevate overall food
consumption.”” Even brief exposure to unhealthy food
advertisements significantly influences children'’s ability
to recognize brands and creates positive associations
with those brands. A 2019 study found that children
who were exposed to food brand advertisements could
recognize the brand afterwards, potentially fostering
long-term brand loyalty.”®

This early brand recognition can
shape purchasing choices and
preferences into adulthood.”®

This can exacerbate the risk of obesity and other
non-communicable diseases, underscoring the critical
need for stricter regulation of marketing practices,
particularly those targeting children and adolescents
and people of colour.
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Mitigation of health risks linked to
global food sector business practices

Policy interventions are pivotal in addressing diet-related health issues by
creating environments that support healthier food choices and promote

equitable access to nutritious options. Evidence demonstrates that well-
designed regulatory measures, such as economic tools, mandatory labelling,
and food composition reformulations, can significantly influence consumer

behaviour, improve dietary patterns, and reduce the social and economic
burden of diet-related diseases. The adoption of regulations related to diet-
related health has increased over the last decade with more economic tools

such as sugar taxes, and food labelling regulations coming into places such

as Chile, the UK, and Mexico.

Policies also help level the playing field for industry
players, ensuring that competitive pressures do
not compromise public health goals. While some
companies are stepping up by strengthening their
policies, commitments, and practices to produce
healthier food options, there is still more that
companies need to do. Many companies still face
challenges in aligning their strategies with public
health objectives, and a considerable gap remains
in achieving widespread industry accountability and
meaningful change.
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Policies aimed at reducing the misuse and overuse
of antibiotics, particularly those critical to human
health, play a crucial role in addressing antimicrobial
resistance.

Antimicrobial use policies
are among the most effective
measures for curbing the use of
antibiotics in farming.

As regulation intensifies, companies will increasingly

need to respond to mitigate both health and economic
risks associated with antimicrobial resistance.
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Categories of health-based food policies

Within this section, we will examine key categories of
food policies designed to promote healthier dietary
behaviours and address the global burden of diet-
related diseases. These categories include:

1 Economic tools - Policies such as taxes on
unhealthy foods and subsidies for nutritious
options leverage financial incentives to influence
consumer behaviour.

2 Food labelling - Initiatives such as front-of-
package labelling provide consumers with clear
and accessible nutritional information.

3 Food composition - Reformulation strategies
focus on improving the nutritional profile of food
and beverage products by reducing harmful
components like sugar, salt, and fats.

4 Restrictions on placement - Policies targeting the
placement of unhealthy foods and beverages in

retail environments seek to minimize their visibility

and accessibility.

5 Marketing restrictions - Policies targeting the

marketing of unhealthy foods to vulnerable groups.

6 Mandatory reporting - Reporting requirements
for large food businesses create transparency and
accountability.
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Each of these policy categories addresses different
aspects of the food environment and consumer
behaviour. Together, they form a comprehensive
framework for reshaping food systems to promote
healthier, more sustainable dietary patterns.

Among the various health-based food policies, food
labelling, particularly front-of-package labelling, is
one of the most widely implemented measures, with
strong adoption in the EU, UK, Australia, and Japan.®®
Economic tools, such as sugar taxes, have also gained
momentum, especially in the UK (Soft Drinks Industry
Levy) and parts of the EU, though they remain less
prevalent in regions such as Japan and Australia.

In the following sections, we will delve into the
adoption, effectiveness, and challenges associated with
these policy approaches.




Economic tools

Economic tools, such as taxes on foods high in fat,

salt, or sugar, are among the most effective regulatory
measures to encourage healthier dietary behaviours.
These taxes can significantly reduce the sale, purchase,
and consumption of unhealthy foods, leading to lower
obesity rates and other diet-related health conditions.®

Sugar taxes

Sugar taxes, most commonly implemented as sugar-
sweetened beverage taxes, are a policy mechanism
aimed at reducing the consumption of sugary products
to improve public health and curb the rising rates of
obesity, diabetes, and other diet-related diseases.

These taxes typically apply to beverages with added
sugars, though in some jurisdictions, they extend to
other sugary products such as candies and desserts.
The rationale behind sugar taxes is grounded in public
health evidence linking excessive sugar consumption
to a range of health problems, including obesity, type 2
diabetes, and cardiovascular diseases.®?

Sugar-sweetened beverage taxes are among the most
widely implemented economic tools for public health.
Currently, there are 119 national-level sugar-sweetened
beverage taxes in place, spanning 117 countries and
territories and impacting 57% of the global population.®

Figure 10: Geographic analysis of taxes on sugar-sweetened beverages (Source: World Bank, 2024)%
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One of the primary objectives of sugar taxes is to create
a financial disincentive for purchasing sugary products.
By increasing the price of these items, policymakers
aim to encourage consumers to shift towards healthier
alternatives.?* For example, in Mexico, a one-peso-per-
litre tax on sugary drinks implemented in 2014 resulted
in a 6% decrease in their consumption in the first year.®
Similar results have been observed in other countries,
such as the UK, where the Soft Drinks Industry Levy
not only reduced the sugar sold in soft drinks by

35.4% between 2015 and 2019%¢ # but also incentivized
manufacturers to reformulate their products to contain
less sugar.®®

Despite their potential benefits, sugar taxes have
faced significant opposition, particularly due to
extensive lobbying efforts by the food and beverage
industry aimed at preventing their implementation

or repealing them where they exist®® Industry groups
often argue that sugar taxes are economically harmful,
disproportionately burden low-income consumers, and
are ineffective in achieving meaningful public health
outcomes. These arguments are strategically promoted
through well-funded lobbying campaigns that target
policymakers and regulatory agencies.*®

Food and beverage companies have also invested
heavily in public relations initiatives to sway public
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opinion, framing sugar taxes as unfair or unnecessary.”
In some cases, these organizations fund research

that downplays the health risks associated with sugar
consumption or questions the efficacy of taxation as a
public health tool. These coordinated lobbying efforts
often result in delays or compromises in the design and
enforcement of sugar tax policies, undermining their
intended public health impact.®?

From a regulatory perspective, the implementation of
sugar taxes has sparked debates about their design
and enforcement. Key considerations include the
scope of taxed products, the level of taxation, and the
allocation of generated revenue.®® In many cases, the
scope of taxed products is limited to sugar-sweetened
beverages, often due to lobbying by food and beverage
industries to exclude other sugary products like
confectionery or baked goods.** The level of taxation
also plays a critical role, as overly high taxes can
disproportionately impact low-income households,
sparking concerns about equity and affordability.®®
However, when revenues are allocated effectively
-such as funding public health initiatives or subsidising
access to healthy foods - they can mitigate these

concerns and enhance the policy’s positive impact.




Fat taxes

Fat taxes, which impose levies on products containing
high levels of saturated or trans fats, are a less widely
adopted economic tool compared to sugar taxes. These
taxes are designed to disincentivize the consumption
of unhealthy fats, which are linked to increased risks of
cardiovascular disease, obesity, and other diet-related
health problems.® Unlike sugar taxes, which have seen
global adoption, fat taxes remain uncommon, with
Ethiopia being the only country to implement such a
policy.”

In February 2020, the Ethiopian Parliament introduced
a groundbreaking tax on food products with high levels
of saturated fats or trans fats.®® This tiered taxation
system aims to deter the production and consumption
of unhealthy fats while encouraging transparency in
food labelling.

Despite their potential benefits, fat taxes are often
criticized for being regressive, disproportionately
affecting low-income groups.®® Food taxes take a larger
share of income from the poor than the rich; indirect
taxes of this sort are invariably regressive unless the
targeted product is a luxury or disproportionately
consumed by wealthier individuals, which is not the
case for saturated fats and oils. This concern was
exemplified by Denmark’s short-lived fat tax policy
introduced in 2011. While the tax did lead to changes
in consumer behaviour, it did not achieve the intended
health outcomes. Instead, many consumers switched
to cheaper alternatives with similar fat content,
undermining the health objectives of the policy.
Ultimately, the Danish fat tax was abandoned just
fifteen months after its introduction, illustrating the
challenges of implementing such measures equitably
and effectively.®
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Lower import tariffs for healthy food

Lowering import tariffs on healthy foods is a less
commonly utilized economic tool, with only 2 countries
- Tonga and Fiji - implementing such policies. These
policies aim to make nutritious foods more affordable
and accessible, particularly in regions where healthy
options are often cost-prohibitive due to high import

taxes.

In Fiji, the government has significantly reduced
import tariffs to encourage the consumption of fruits
and vegetables. The excise duty on these nutritious
foods was entirely removed, and import taxes for most
varieties were reduced from 32% to just 5%. This
policy is intended to promote healthier dietary habits
by reducing the cost barrier for these essential food
groups, making them more affordable for a broader
section of the population.®®

Similarly, Tonga has implemented a policy to lower
import duties on healthy food products, specifically
targeting fresh, tinned, or frozen fish. Import tariffs were
reduced from 20% to 5%, increasing the affordability of
a key source of lean protein. This policy aligns with the
broader goal of promoting healthier diets, particularly
in island nations like Tonga, where imported food plays
a substantial role in the national food supply.®®

Lowering tariffs on nutritious imports can be a
particularly effective tool in low—and middle-income
countries, where affordability is a significant barrier to
healthy eating. However, such policies require careful
design and implementation to ensure they deliver the
intended outcomes and align with other economic tools
and policies.
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Subsidies for healthy food

Subsidies for healthy foods represent an important,
underutilised, policy tool to promote healthier diets
and improve public health.®® Agricultural subsidies
total approximately $ 650 billion globally and are
predominantly allocated to staples, oils, and sugar.®®
There is growing recognition that aligning these
subsidies with public health could drive meaningful
improvements in dietary patterns. Restructuring
subsidies toward healthy crops and nutritious foods
could enhance health outcomes globally, while
providing financial support for farmers or food
producers.”

Despite these potential benefits, health food subsidies
are still rare.*® Canada, for example, has adopted

a targeted subsidy program to address the unique
challenges faced by isolated northern communities,
where nutritious foods are often prohibitively expensive
due to transportation costs. The Nutrition North
Canada program provides retail-based subsidies,
enabling local retailers and suppliers to lower the

cost of perishable healthy foods such as meat, fish,
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eggs, milk, bread, fruits, and vegetables. By improving
affordability, the program aims to reduce barriers to
accessing healthy food and improve dietary outcomes
in these remote regions.*®

Romania also offers an example of how subsidies

can be used to promote healthy eating, particularly
among children. The Romanian government provides
financial aid for schools to supply fruits and vegetables,
encouraging healthier eating habits at a young age.

By integrating these foods into school programs, the
government addresses nutritional deficiencies and sets
the foundation for healthier dietary behaviours.®®

Although promising, the limited adoption of subsidies
for healthy foods suggests a significant opportunity

to expand their use. Reallocating even a fraction

of existing agricultural subsidies toward nutritious
foods could have profound impacts on health

and environmental outcomes. However, effective
implementation requires careful planning to ensure
that subsidies reach the populations most in need and
address barriers such as affordability, access, and food
distribution infrastructure.




Corporate responses and best practices

In response to regulatory and policy pressures, food
and beverage companies have adopted various
strategies to navigate the changing landscape

of economic tools like sugar taxes, fat taxes, and
subsidies. Many corporations actively engage in
reformulation efforts, reducing sugar, salt, and
unhealthy fats in their products to comply with new
regulations while maintaining consumer demand. For
instance, in response to the UK Soft Drinks Industry
Levy, several beverage manufacturers reformulated
their products to contain less sugar, thereby
avoiding higher taxation and maintaining market

competitiveness.02 103

Best practices for companies facing regulatory
pressures involve proactive engagement with
policymakers, transparent reformulation efforts, and
investment in sustainable, health-conscious product
lines.

Companies that embrace
these approaches not only

mitigate regulatory risks but also

strengthen consumer trust and
align with the growing demand
for healthier food options.

Nutritional labelling

Front-of-package labelling has emerged as a crucial
tool for promoting healthier dietary behaviours and
addressing the global burden of non-communicable
diseases,;** and is strongly advocated for by the
WHO.%® By providing clear, visible information on the
nutritional profile of food products, front-of-package
labelling aims to nudge consumers toward healthier
choices while exerting pressure on manufacturers
to reformulate products with improved nutritional
profiles.®

Figure 11: Geographic analysis of food labelling policies. (Source: World Cancer Research Institute.* Analysis by Planet Tracker).

Counties with food
labelling policies.

Health & Global Food Systems: An Investor’s Guide

34



Front-of-package labelling systems generally fall

into two categories: interpretive and noninterpretive.
Interpretive systems use symbols, figures, or cautionary
text to indicate the healthiness or nutrient content

of a product!®” Examples include Nutri-Score labels,
Chilean-style warning labels, Health Star Ratings (used
in Australia and New Zealand), and the “traffic light”
labelling system in the United Kingdom (Figure 12).

The traffic light labelling system, for instance,
employs a red (high), amber (medium), or green

Figure 12: Different Front of Package labelling categories
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(low) colour scheme to convey levels of total fat,
saturated fat, sugars, and salt, making it easier for
consumers to make quick, informed decisions at

the point of purchase.*® Noninterpretive systems,

such as the Guideline Daily Amount, rely on numeric
representations of nutritional content, leaving
consumers to interpret the data themselves. While both
approaches aim to inform, interpretive systems are
often seen as more accessible and effective in driving
behavioural change.®®
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According to the World Cancer Research Fund, 68
countries have implemented interpretive front-of-
package labelling systems, demonstrating its growing
acceptance as a policy tool.®* Among these, 10
countries have adopted mandatory warning labels to
alert consumers to high levels of harmful ingredients
like saturated fats or sugars, and four countries have
introduced mandatory colour-coded labelling systems.%
While mandatory back-of-pack nutrition tables remain
a minimum standard in many countries, the increasing
prevalence of front-of-package labelling reflects a
recognition of its potential to mitigate the healthcare
burden associated with poor diets. By making
nutritional information more visible and actionable,
front-of-package labelling can help consumers make
more informed decisions based on their health.

Food label lobbying represents a significant barrier

to the widespread implementation of effective front-
of-package labelling systems. Food and beverage
companies often engage in lobbying efforts to influence
government regulations surrounding food labelling,
particularly those highlighting unhealthy ingredients
such as excess sugar, fat, or salt!®® These companies
frequently argue that such labels could mislead
consumers or harm the brand’s image. Lobbying
efforts may include funding campaigns to delay or
weaken the introduction of stringent labelling laws,
such as mandatory “front-of-pack” warning labels
indicating high-fat, high-sugar, or high-salt content.
Trade associations, legal experts, and industry groups
often lead these efforts, using both public campaigns
and direct engagement with lawmakers to shape
policy discussions.® The goal of food label lobbying is
typically to delay or dilute regulations that could impact
company sales or marketability, ultimately stalling
progress toward more transparent and effective food
labelling.'°®
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Corporate responses and best practices

In response to regulatory and policy pressures
surrounding front-of-package labelling, food and
beverage companies have adopted various strategies
to navigate compliance while maintaining brand
appeal. Many manufacturers have proactively
reformulated their products to achieve more favourable
ratings under labelling systems like Nutri-Score or the
UK's traffic light labels. For instance, some companies
have reduced sugar, salt, and saturated fat content to
avoid warning labels that may deter health-conscious
consumers."

Beyond reformulation, some companies have
embraced voluntary labelling schemes, using them as a
marketing tool to highlight healthier product lines and
differentiate themselves in the competitive food market.
For instance, the Health Star Rating (HSR) system in
Australia and New Zealand, introduced in 2014, allows
companies to display a star rating on their products,
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indicating nutritional quality. This voluntary scheme has
seen uptake from major retailers and manufacturers
aiming to showcase the healthiness of their offerings.™
A study published in Nutrients found that 28% of
eligible products displayed the HSR logo. Notably, more
than three-quarters (76.4%) of these products had a
rating of 3.0 stars or higher, suggesting that companies
are selectively using the HSR to promote their healthier
products.

Amid these evolving regulations, best practices for
companies involve embracing transparency, proactively
reformulating products to align with public health
goals, and leveraging front-of-package labelling to
build consumer trust. Those that adapt to labelling
regulations rather than resist them can strengthen their
reputation, meet the growing demand for healthier
choices, and gain a competitive advantage in markets
where clear nutritional information is increasingly
valued.




Reformulation

Food and drink reformulation is an essential tool for
promoting healthier diets and improving public health
outcomes. Many diets, particularly in high-income
countries, are characterized by excessive intake of
saturated fat, free sugars, salt, and calories, alongside
insufficient consumption of fruits, vegetables, and
fibre,™ as outlined in the first section of this report.
These dietary imbalances are linked to a range of
serious health conditions, including dental cavities,
cardiovascular disease, type 2 diabetes, and some
cancers. Reformulation strategies aim to improve the
nutritional profile of food and drink products, making
them healthier without requiring consumers to actively
change their eating habits."? This approach is widely
supported by public health stakeholders, including the
WHO and national public health agencies in countries
like the UK™M2

According to the World Cancer Research Centre, 39
countries have implemented some form of food and
drink reformulation strategy.®® However, upon closer
examination, half of these initiatives were found to
be voluntary rather than mandatory. The UK's Sugar
Reduction Programme is a notable example of a

voluntary reformulation effort. Launched in 2016, as
part of a wider strategy to tackle childhood obesity, the
programme challenged the food industry—including
retailers, manufacturers, and the out-of-home sector
(e.g. restaurants and cafes)—to reduce sugar content
by 20% in products contributing most to children’s
sugar intake. The initiative set an interim target

of a 5% reduction in the first year. Despite these
ambitious goals, by 2019 the average reduction in
sugar levels was only 3%, far below the programme’s
expectations™

This shortfall underscores the limitations of voluntary
reformulation initiatives. Without mandatory
requirements, progress is often slow and inconsistent,
as businesses face little obligation to meet
reformulation targets.™ This situation highlights the
need for mandatory reformulation policies to create a
“level playing field"” for the food industry and ensure
measurable progress toward public health goals.
Regulatory reformulation strategies have the potential
to provide a more robust framework for reducing
harmful dietary components and addressing the global
burden of diet-related diseases."

Figure 13: Geographic analysis of Food Composition Policies. (Source: World Cancer Research Institute. * Analysis by Planet Tracker).

Counties with food
composition policies.
(Salt limits, removal of
trans fats, etc.)
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Salt limits

Reducing salt intake is a key public health strategy

for lowering blood pressure and reducing the risk of
cardiovascular disease and mortality.™® Observational
studies have consistently demonstrated a strong link
between high salt consumption and increased blood
pressure, a major risk factor for cardiovascular disease.
Recognising this, the UK Scientific Advisory Committee
on Nutrition (SACN) recommended in 2003 that the
average salt intake for adults be reduced from 9.5
grams to no more than 6 grams per day. Achieving this
target is critical for mitigating the global health burden
associated with high salt consumption."®

Globally, salt reformulation policies have been
implemented in 13 countries. These initiatives typically
focus on encouraging or requiring manufacturers to
reduce the salt content in processed/ultra-processed
foods, which are a major source of dietary sodium.®®
For example, the UK has undertaken a series of salt
reduction programs since 2006, aiming to gradually
lower salt intake across the population. Between 2005
and 2014, these efforts resulted in an estimated 11%
reduction in the salt intake of adults in England on
average."” The program'’s success in its early years
has been attributed to frequent assessments and
public reporting on industry progress, which created
accountability and maintained pressure on food
manufacturers to meet reduction targets."

However, the UK program has been voluntary, and its
success has relied heavily on industry cooperation
and transparent monitoring. While voluntary measures
can achieve progress, they often lack the consistency
and enforceability of mandatory policies.™ The early
achievements of the UK'’s salt reduction programs
demonstrate the potential of these initiatives, but

they also highlight the need for stronger regulatory
frameworks to sustain and amplify the benefits of salt
reformulation efforts. Mandatory policies could provide
the accountability and standardization required to
achieve broader, more lasting reductions in salt intake,
ultimately improving population health outcomes.
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Reduction of saturated fats

Reducing saturated fat intake is a critical strategy

for improving cardiovascular health, as excessive
consumption contributes to elevated cholesterol levels,
a significant risk factor for heart disease." In the UK,
saturated fats account for 12.8% of adults’ diets, which
exceeds the recommended level of 11%.?° However, a
2019 report by the UK Scientific Advisory Committee on
Nutrition on Saturated Fats and Health recommended
that the government implement strategies to reduce
the population’s average saturated fat intake to less
than 10% of total daily calorie intake.*

Globally, several countries have adopted policies to
regulate and limit the levels of harmful fats in food
products.®® A prominent example is the EU'’s regulation
on trans fats, implemented in 2019. This policy
mandates that trans fats, excluding those naturally
occurring in animal-derived products, must not
exceed 2 grams per 100 grams of fat in food intended
for consumers or retail supply. The regulation came
into force in April 2021, providing a uniform standard
across EU member states to limit the use of industrially
produced trans fats.'?2

Such mandatory measures play a vital role in
addressing dietary health risks by ensuring that
harmful fats are reduced at the source, eliminating
the need for individual consumers to make complex
dietary adjustments. Policies like the EU regulation
can serve as models for other countries aiming to
reduce the prevalence of cardiovascular disease
and other health conditions linked to high saturated
and trans-fat consumption. As highlighted in the
previous subsection, while voluntary initiatives can
also contribute, mandatory regulations provide the
consistency and enforceability needed to achieve
widespread improvements in public health.
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Corporate responses and best practices

In response to increasing regulatory and policy
pressures around food composition, food and beverage
companies have taken a range of approaches to
comply with reformulation initiatives while balancing
consumer preferences and business interests. Some
manufacturers have proactively reduced levels of sugar,
salt, and saturated fat in their products, particularly in
response to voluntary programs like the UK's Sugar
Reduction Programme and salt reduction initiatives.?
124 Reformulating products to align with public health
recommendations allows companies to position
themselves as responsible industry leaders while
appealing to health-conscious consumers.

However, some firms have opposed mandatory
reformulation policies, arguing that rigid targets

could limit innovation, increase production costs, or
negatively impact product taste and consumer demand.
Industry lobbying efforts have at times delayed the
introduction of stricter regulations or influenced the
design of reformulation targets to be less stringent.”?®

Despite these challenges, best practices in the industry
involve proactive engagement with policymakers,
transparent reporting on reformulation progress, and
investment in research and development to create
healthier product alternatives without compromising
consumer appeal. Companies that anticipate and adapt
to regulatory shifts, rather than resisting them, can
enhance brand reputation, meet evolving consumer
expectations, and gain a competitive advantage in
markets increasingly driven by health-conscious
purchasing decisions.*® As mandatory policies continue
to emerge, businesses that integrate reformulation

into their long-term strategies will be better positioned
to navigate regulatory changes while contributing to
public health improvements.

Restrictions on placement

Restricting the placement of unhealthy foods and
beverages in shops and other retail environments is an
emerging regulatory strategy to influence consumer
behaviour and promote healthier diets. Evidence
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suggests that the strategic positioning of unhealthy
products, such as at supermarket checkouts or aisle
ends, can encourage impulse purchases and increased
consumption.”” To counteract this, in October 2022,
the UK Government introduced restrictions on the
placement of unhealthy foods, high in fat, sugar, or

salt in prominent locations within supermarkets. By
removing these products from high-visibility areas,

the policy aims to reduce impulse buying and nudge
consumers toward healthier choices.”?®

In addition to placement restrictions, the UK
Government has proposed further measures to limit
price promotions of unhealthy foods, such as “buy-
one-get-one-free” (BOGOF) offers. These promotional
tactics have been shown to disproportionately
incentivize the purchase of high fat, sugar and salt
products, contributing to unhealthy dietary patterns.”®

Although these policies are a step forward, their limited
global uptake highlights an opportunity for other
countries to adopt similar strategies.

Restricting the placement and
promotion of unhealthy foods
can play a significant role in
reshaping food environments
and supporting healthier
consumer choices.’°

However, for maximum impact, such measures may
need to be paired with broader interventions, such
as improved labelling, reformulation efforts, and
educational campaigns, to comprehensively address
the factors driving unhealthy diets.
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Marketing restrictions

Existing regulation

Existing regulations targeting the marketing of
unhealthy foods to children pose significant challenges
for companies and investors in the food and beverage
industry. Policies such as Chile’'s Food Advertising Law,
implemented in 2016, are widely regarded as one of
the most praised and strongest policies of their kind,
prohibiting the promotion of foods high in calories,
sugar, sodium, or saturated fat to children under 14
years old. These restrictions apply across various media
platforms, including children'’s television programs,
severely limiting the reach of unhealthy food marketing
in Chile®' Similarly, Mexico has introduced strong
marketing restrictions. In 2014, the Mexican Ministry

of Health issued an order restricting the advertising

of unhealthy food and sweetened beverages during
certain hours on television.® Further regulations came
into effect in 2018, banning cartoon mascots from food
packaging to reduce the appeal of unhealthy foods to
children.®

For companies, these regulations
could reduce the profitability of
high-fat, sugar, and salt products,
as they limit the ability to market
such products to a key consumer
demographic—children.

Additionally, compliance with these laws often requires
significant investments in product reformulation to
reduce unhealthy ingredients and meet regulatory
standards. Companies may also need to diversify their
product portfolios by introducing healthier options,
which can incur additional research and development
costs.
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For investors, these regulatory frameworks represent

a potential risk, as they may lead to reduced sales

and increased operating expenses for companies that
heavily rely on high fat, sugar, and salt products. As
more countries adopt similar regulations, the financial
implications for companies and investors are likely

to grow, emphasizing the need for forward-thinking
strategies to adapt to a changing regulatory landscape.

Upcoming regulation

Upcoming regulations highlight the increasing scrutiny
of marketing practices for ultra-processed foods,
posing additional risks for companies and investors.

A notable example is the UK's impending ban on
high-fat, sugar and salt food advertising before the
watershed, which restricts the promotion of unhealthy
food products on television before 9:00 PM. This policy
signals that regulators are taking the public health risks
associated with ultra-processed foods seriously, and
similar measures are likely to follow in other countries.
This initiative aims to reduce children’s exposure

to unhealthy food advertising, thereby addressing
concerns about childhood obesity.*

For companies, these emerging regulations represent
a systemic threat to traditional marketing strategies
that heavily rely on reaching younger audiences during
prime advertising slots. These restrictions may reduce
the visibility and market appeal of high-fat, sugar,

and salt products, leading to diminished revenue
streams for companies dependent on these items.*®
For investors, the tightening regulatory environment
amplifies the risk of decreased profitability, requiring
companies to shift toward healthier product offerings
and adapt their advertising approaches. The expansion
of such policies globally underscores the need for
strategic planning to mitigate the financial impact of
these regulatory shifts.
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Reputational risk

The targeted marketing of unhealthy foods to
vulnerable groups, such as children and marginalised
communities, carries significant reputational risks for
food and beverage companies, as seen in the previous
case study. These practices often draw criticism from
public health professionals, governmental bodies, and
advocacy groups, who highlight the ethical concerns
and public health consequences of such strategies.

Negative publicity around targeted marketing
practices can also spur regulatory changes that

could impact a company'’s profitability. For instance,
widespread criticism of marketing tactics has
contributed to stricter advertising regulations in
multiple countries, increasing operational costs by
requiring companies to reformulate products to meet
new nutritional standards, redesign packaging to
comply with advertising restrictions, and develop
alternative marketing strategies that adhere to the
updated regulations. These changes often necessitate
significant investments in research and development,
marketing redesign, and compliance monitoring, all of
which add to a company's operating expenses.’®2 131133

Mandatory business reporting

Supermarkets and the hospitality sector wield
considerable influence over consumer behaviour,
employing a variety of strategies such as layout
changes, promotional tactics, product reformulation,
packaging modifications, and selective use of
purchasing power to nudge consumers toward certain
products. While many food retailers and hospitality
businesses express a willingness to contribute to public
health goals, the effectiveness of voluntary measures
often hinges on monitoring and public accountability.
To ensure meaningful progress, there is a strong case
for imposing a statutory duty on large food companies
to publish annual reports on a standardized set of
metrics.®
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The National Food Strategy: The Plan (2021), is a
comprehensive report that outlines recommendations
for improving the UK'’s food system and was developed
to address challenges such as improving public health,
and reducing food insecurity. It suggests the following
metrics could be used:

= Sales of food and drinks high in fat, sugar, or salt.

= Sales of proteins by type (meat, dairy, fish, plant-
based, or alternative proteins) and origin.

= Sales of vegetables and fruit.

® Sales of major nutrients, including fibre, saturated
fat, sugar, and salt.

= Food waste.

= Total food and drink sales.

However, these recommendations were never formally
adopted by the UK government, and there have been
no significant new policy initiatives to implement the
strategy since its release. While some elements, such
as discussions on food labelling and reformulation,
continue to be part of broader public health debates,
there has been little progress in translating the
strategy's key proposals into actionable policies.

Such reporting requirements would not be likely to
impose a significant burden on businesses, as many
are already obligated to calculate calorie content
for their products, meaning the raw data necessary
for these metrics is likely already available.*® Public
disclosure of this information would allow investors,
governments, and consumers to track industry
progress toward healthier practices. Furthermore,
it would enhance transparency and accountability,
maintaining public pressure on businesses to align
their practices with public health and sustainability
goals®

Similarly, in 2022, the EU adopted the Corporate
Sustainability Reporting Directive (CSRD) which
requires large companies to disclose and audit data on
their impacts on people, the planet, and sustainability

risks.®
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Under The European Sustainability Reporting
Standards (ESRS) S4 (Consumers and End Users),
developed under the CSRD,f large food companies

are required to disclose key information related to
product safety, nutritional content, and marketing
practices. This includes transparency on ingredient
composition, allergen risks, and compliance with food
safety regulations, ensuring consumers have access to
reliable information about the products they purchase.
Additionally, companies must report on nutritional
labelling, the presence of high-fat, sugar, and salt
ingredients, and any efforts to reformulate products for
improved health outcomes.

The standard also mandates disclosure of marketing
and advertising strategies, particularly regarding their
impact on vulnerable groups, such as children and
low-income consumers. This ensures accountability
in promotional tactics, preventing misleading claims
and encouraging responsible marketing aligned with
public health goals. By enforcing these reporting
requirements, ESRS S4 pushes food companies toward
greater transparency, fostering a more informed
consumer base and promoting healthier, more
sustainable dietary choices.®’

However, these recommendations have yet to

be implemented, leaving a significant gap in
accountability. Enforcing mandatory reporting would
not only enable better scrutiny of corporate practices
but also incentivize meaningful action to foster

healthier and more sustainable food systems.!*®

In addition to initiatives in the UK and EU, mandatory
food sector reporting in other large economies remains
limited, with regulations in the United States, Australia,
and Japan focusing predominantly on food safety and
nutritional labelling rather than comprehensive health
metrics.!® In the United States, the Nutrition Labelling
and Education Act requires nutritional information on
packaged foods,;* but it does not extend to broader

disclosures—leaving many companies to rely on
voluntary frameworks like the Sustainability Accounting
Standards Board™° or Global Reporting Initiative,"*
which are not specifically tailored to capture data on
unhealthy food sales, product reformulation, or food

waste.#?

Similarly, Australia's regulatory framework under Food
Standards Australia New Zealand (FSANZ) ensures
food safety and accurate labelling yet lacks a statutory
mandate for detailed reporting on sales of high fat,
sugar, or salt products and other health-related
metrics!* In Japan, mandatory reporting is similarly
confined to compliance with food safety and nutritional
labelling laws, resulting in inconsistent disclosures

of key performance indicators such as revenue from
unhealthy foods or levels of food waste.

While there is no universal requirement for food
producers and retailers to disclose detailed metrics
on these areas, some companies voluntarily report
on aspects of food waste, product reformulation,
and public health commitments as part of their ESG
strategies. Many multinational food corporations
and supermarkets provide sustainability and health-
related data through various reporting frameworks.
However, as these reporting standards are voluntary,
companies take different approaches to the type and
extent of information they disclose. This variation

in reporting highlights an opportunity to establish
more standardised metrics, which could enhance
transparency, comparability, and alignment with
broader public health and sustainability goals. Since
many businesses already collect relevant data

for internal assessments or voluntary reporting,
implementing standardised disclosures could offer
a structured approach without imposing significant
additional burdens, while also supporting informed
decision-making for consumers, investors, and
policymakers.

f Due to the recent Omnibus proposals, there is a degree of uncertainty as to whether these recommendations will be

implemented in their current form.

Health & Global Food Systems: An Investor’s Guide

43



Global trends and effectiveness

The global adoption of food policies targeting healthier
dietary habits has been varied, with some measures
gaining widespread traction while others remain
underutilised. Policies such as sugar taxes and front-of-
package labelling have seen broader implementation,
with over 100 countries adopting sugar-sweetened
beverage taxes®® and nearly 70 countries implementing
interpretive front-of-package labelling systems.*®

The effectiveness of these policies often hinges on their
ability to complement one another. For instance, sugar
taxes can be reinforced by front-of-package labelling

to both disincentivise the consumption of unhealthy
foods and provide clearer nutritional information to
consumers.** Without an integrated approach, isolated
policies risk being undermined by loopholes or limited
scope.

A key determinant of policy
success lies in whether measures

are voluntary or mandatory.

Voluntary initiatives, such as the UK's sugar reduction
program, have achieved some progress, but their
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impact is often inconsistent and falls short of targets

due to limited industry compliance.” In contrast,
mandatory measures, such as the EU’s regulation on
trans fats, have proven more effective in achieving
uniform outcomes by holding all industry players to the
same standard. Mandatory policies also provide greater
accountability and transparency, ensuring measurable
progress toward public health goals.”

However, the adoption of mandatory policies can

face resistance from the food industry companies

- as highlighted by examples of lobbying in this
section - and require robust regulatory frameworks

to be enforced. To address these challenges, a

phased approach that starts with voluntary initiatives
and transitions to mandatory measures can be an
effective strategy!*® Such an approach allows for initial
collaboration with industry stakeholders while building
the infrastructure and public support necessary for
enforcement. Ultimately, a combination of voluntary
and mandatory policies, designed to address different
facets of the food system, is essential for creating
sustainable improvements in global dietary patterns.
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Antimicrobial resistance policy and regulation

Regulation is one of the main drivers influencing the
amount of antibiotic use in animals and humans.+
Many countries around the world, particularly in
Europe, have made significant efforts to reduce
inappropriate antibiotic in food-producing animals,
via a range of stewardship interventions including
regulation.

In 2017, the WHO, FAO and World Organization for
Animal Health released a global action plan for
combating antimicrobial resistance by reducing
unnecessary antibiotic use in humans and animals.'*
This action plan is based on a “One Health” model:

a "collaborative, multisectoral, and transdisciplinary
approach working at the local, regional, national, and
global levels with the goal of achieving optimal health
outcomes recognizing the interconnection between
people, animals, plants, and their shared environment.”
It recommends reducing overall antibiotic use in
food-producing animals by restricting the use of
antimicrobials solely to medical use, which is limited
to the treatment, control and where appropriate,

prevention of infectious diseases.

In line with this, key best practice regulation aims to
ensure that:

= antibiotics can only be prescribed by a veterinarian
or animal health expert;

= the prophylactic use of antibiotics is banned;

= the use of antibiotics as growth enhancers is
banned;

= the use of high priority antibiotics (those
considered highly or critically important for
humans as per WHO guidance) is banned and;

= limits to the number of antibiotic treatments that
can be administered in the lifecycle of animals.

In addition, the global action plan for tackling
antimicrobial resistance recommends policy
interventions and community communication

programs that raise awareness of the issue and support
behaviour change that target audiences in human and
animal health and agricultural practices.




Figure 14: Global regulation on antibiotics. (Source: FAIRR Initiative, 2019 %)
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Global trends and effectiveness of antimicrobial use
policy

Most regulation related to tackling antimicrobial
resistance is focused on animal production, the area
of the food system that contributes most significantly
to drug resistance, and is more advanced in curbing
the inappropriate use of antibiotics in livestock than

in aquaculture!®® High-income and high-middle
income countries overall have stronger regulations,
with Europe leading in across the board and countries
such as Germany, Switzerland, France and Norway
demonstrating some of the strongest regulation
globally°

One of the most regulated areas for antibiotic use in
food production are bans or restrictions on the use of
antibiotics for growth promotion in animals, which is
one of the biggest drivers of antimicrobial resistance
in livestock. The most recent analysis from the World
Organisation on Animal Health in 2022 found that 89
countries have legislation or regulation on the use of
antimicrobial growth promoters in animals, with 71
countries banning their use entirely™
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The EU banned the use of antibiotics as growth
promoters in animal feed in 2005,%2 while the US
enacted a similar ban in 20175 China, the world's
largest meat producer has increased restrictions on
certain classes of antibiotic growth promoters in recent
years,>* which has driven a significant decrease in their
use,®® although the country has not yet developed a
full ban and remains one of the biggest producers and
users of antibiotics globally. Similarly, Brazil, another

of the world's biggest meat producers, has phased out
many antibiotic-based growth promotors in livestock
production, but is yet to enact a comprehensive ban

on this practice.®® Japan's National Action Plan on
Antimicrobial Resistance aims to reduce the use of
antibiotics in the livestock sector by 15% from 2020 -
2027 and states that the use of antibiotics that could
negatively affect human medicine cannot be added to
feed for growth promotion.s’

Another significant area of regulation is the
unprescribed use of medically important antibiotics,
which is banned in the US, Canada, Mexico, Japan and
the EU among others. Regulatory bans and restrictions
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on the routine use of antimicrobials in animals for
disease prevention (prophylaxis) are less common but
growing. Most significantly, the EU introduced a ban
on this use of antibiotics in 2022,%® but the rest of the

world lags behind in this area.

Banning and restricting the use of high priority
antibiotics (those considered highly or critically
important for humans as per WHO guidance) is the
least well developed area of regulation globally. Only

a few countries, such as Germany and France have
developed such regulation,“® despite the significant risk
that the misuse of these antibiotics presents to human
health,

Generally, countries that have introduced the above
regulatory bans and restrictions on antimicrobial use
have seen a reduction in antimicrobial use in animals.
In the EU, the world’'s most well-regulated market,

the use of antibiotics in livestock and aquaculture
decreased by around 28% from 2018 - 2022 according
to the latest data from the European Environment
Agency.®”® While there are still significant gaps in
regulation and reporting on the use of antimicrobials in
animals globally, most markets are seeing an increase
in regulation in this area, which could have a significant
impact on food system companies.

The rise in regulations on the use of antibiotics in
food-producing animals poses a range of financial
risks to food producers, manufacturers, retailers

and restaurants. This includes, increasing cost of
compliance for reducing and monitoring antimicrobial
use in the food supply chain, and fines and loss of
operating licences where companies fail to comply.

Companies may also face export restrictions for non-
compliance with regulation on antimicrobial content in
food products. For example, food regulators in the EU,
Japan and the US, three of the world's biggest shrimp
importers, see a large number of shrimp shipments
rejected due to the presence of banned antibiotics
particularly with imports from India and Vietnam, some
of the biggest shrimp exporters.'®®
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Investor engagement guide on health risks

and adaptation across the food system

The intersection of food and health presents critical challenges for
companies, investors, and policymakers alike. The food sector plays a

decisive role in shaping public health outcomes, from addressing rising
obesity rates and malnutrition to tackling the growing threat of antimicrobial
resistance. As global health concerns intensify and regulatory scrutiny

increases, investors need clear and structured engagement strategies to
assess how well food companies are adapting to these risks and seizing
opportunities for responsible business growth.

This section provides tailored guidance for investors consumer preferences, regulatory requirements, and

on engaging with food sector companies regarding key societal expectations.

health-related risks and opportunities. It outlines best

practices for corporate disclosure and accountability,
helping investors evaluate how companies are

mitigating health risks while aligning with evolving

To provide a comprehensive framework for investor
engagement, we have identified six key themes that
highlight essential areas of concern regarding health

and nutrition:

Pricing and affordability

Sales and targets

Marketing and advertising

Product reformulation and
innovation

Governance and strategy

Risk management

Examines whether companies are making healthier foods more accessible and affordable, particularly for low-
income consumers. Focuses on how pricing strategies support equitable access to better nutrition.

Assesses whether companies set and report on measurable targets to increase the sales of healthier products,
promoting transparency and accountability in their health and nutrition commitments.

Explores how companies influence consumer behaviour through advertising, particularly whether they prioritize
healthy foods and limit unhealthy food marketing, especially to children.

Looks at how companies improve the nutritional profile of their products through reformulation and innovation,
ensuring that healthier options are embedded across product lines.

Evaluates whether nutrition and health are embedded into corporate strategy and governance structures, reflecting
leadership commitment to public health and long-term business sustainability.

Focuses on how companies identify, assess, and manage risks related to health, particularly in connection with
ultra-processed foods, shifting consumer preferences, and evolving regulations.
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Each theme is accompanied by targeted questions
designed to assess a company’s commitment,
transparency, and progress in promoting healthier food

environments.

In addition, this section explores the critical issue of
antimicrobial resistance in the food system.

The overuse and misuse of
antibiotics in livestock and
aquaculture have profound
implications for public health
and food safety.

Investors have a vital role in encouraging stronger
policies on antibiotic stewardship, ensuring that
companies implement measurable commitments
to reduce antibiotic use and improve supply chain
transparency.

By addressing these health-related risks, companies
can build resilience, safeguard long-term business
sustainability, and contribute to improved public health
outcomes. This framework equips investors with the
tools needed to engage effectively, driving meaningful
change in corporate health strategies across the food
system.

Health & Global Food Systems: An Investor’s Guide

Health and nutrition

Pricing and affordability

This theme examines whether companies are

making healthy foods accessible to a broad range of
consumers, especially those with low incomes. Pricing
is a major barrier to healthier food choices, particularly
in vulnerable communities. For companies committed
to health, their pricing strategies must align with their
stated objectives.

Key questions:

1 Do you leverage price promotions to encourage
the consumption of healthy foods over
unhealthy alternatives?

Why it matters: Price promotions are a powerful
tool to influence consumer behaviour, especially
for price-sensitive, low-income households. By
making healthier options financially attractive,
companies can address health inequities and
encourage better dietary choices.

2 Do you conduct pricing analyses to ensure your
healthier products are appropriately priced and
accessible to low-income households?

Why it matters: Healthier options are often
perceived as premium products. Pricing analyses
can help companies identify and address this
perception, ensuring their products are accessible
to a wider audience.

3 Have you made specific policy or public
commitments to improve the affordability
of healthier options relative to less healthy
alternatives?

Why it matters: Public commitments signal
accountability and prioritization of health equity.
They help build trust among stakeholders and
demonstrate a company's dedication to improving
access to healthier products.
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Sales and targets

This theme explores whether companies set
measurable goals to increase sales of healthier
products and transparently report progress.
Measurable targets and transparency are crucial for
driving change and ensuring accountability.

Key questions:

1 Do you set proportional targets for increasing
sales of healthier products, and do you disclose
data on the proportion of sales attributed to
these products?

Why it matters: Targets create a framework for
action, enabling companies to focus efforts and
allocate resources strategically. Transparency in
sales data builds trust and ensures alignment with
global health goals.

2 Are you actively measuring and reporting the
health profile of your product portfolio?
Why it matters: Regular assessments allow
companies to evaluate and improve the nutritional
quality of their products, align with public health
goals, and foster transparency with stakeholders.
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Marketing and advertising

Marketing strongly influences consumer preferences,
especially among children. This theme examines
whether companies responsibly promote healthier
options and restrict advertising of unhealthy products,
particularly to younger audiences.

Key questions:

1 Does your company have a policy to prioritize
marketing spend on healthy foods, while
restricting the advertising of unhealthy foods to
children?

Why it matters: Unethical advertising to children
contributes to long-term health challenges

like childhood obesity. Responsible marketing
protects public health, builds trust, and aligns with
corporate social responsibility.

2 How do you ensure transparency in your
product labelling to enable consumers to make
informed decisions about their health?

Why it matters: Transparent labelling empowers
consumers to choose healthier options and helps
companies stay ahead of regulatory requirements.
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Product reformulation and innovation

This theme evaluates how companies improve

the nutritional quality of their products through
reformulation and innovation. Embedding health
improvements into widely consumed products ensures
healthier options become the default choice, requiring
minimal behavioural changes from consumers.

Key questions:

1 Have you set and publicly disclosed
reformulation targets aimed at improving the
nutritional quality of your products?

Why it matters: Reformulation drives systemic
change by embedding healthier options
directly into the food supply. Public targets add
transparency and accountability.

2 What measurable benchmarks are in place for
reducing sugar, salt, and unhealthy fats across
your portfolio?

Why it matters: Clear benchmarks enable
companies to demonstrate their progress and
commitment to addressing public health concerns
like obesity and non-communicable diseases.
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Governance and strategy

Strong governance ensures health and nutrition are
integrated into a company'’s core strategy. Leadership
prioritisation at the board level signals a commitment
to long-term business success, societal impact, and
investor expectations.

Key questions:

1 Does your company'’s strategy include a clear
and comprehensive nutrition policy?

Why it matters: A comprehensive policy ensures
that nutrition goals are treated as strategic
priorities, driving systemic change and aligning
with corporate objectives.

2 How do you balance profitability with the
responsibility of promoting healthier eating
habits?

Why it matters: Companies that integrate health
into their core strategy can achieve sustainable
growth, open new markets, and enhance their
reputation as leaders in addressing global health
challenges.
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Risks and accountability

This theme explores how companies manage
regulatory, reputational, and market risks associated
with health, particularly concerning ultra-processed
foods.

Key questions:

1 How are you addressing potential risks
associated with ultra-processed foods, such
as regulatory and reputational challenges, as
well as shifts in consumer preferences toward
healthier options?

Why it matters: Failure to address these risks
could result in regulatory penalties, reputational
damage, and market share losses as consumers
increasingly demand healthier options.

2 To what extent is your company exposed to the
risks associated with ultra-processed foods
(UPFs)?

Why it matters: Transparency around exposure
to UPF-related risks helps investors evaluate a
company'’s preparedness to navigate challenges
and adapt to emerging health trends.

These six themes and accompanying questions provide
investors with a structured framework for assessing
food companies' approaches to health and nutrition.

By addressing these issues,
companies can improve public
health outcomes, mitigate

risks, and capture growth
opportunities in an increasingly
health-conscious market.
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Antimicrobial resistance

Investors play a key role in transforming current
systems of livestock and antibiotic production that
perpetuate the overuse and misuse of antibiotics. This
section identifies key questions that investors can

use to engage with companies to tackle antimicrobial
resistance in the food system. These questions aim to
assess whether companies have developed policies
and strategies around antibiotic stewardship in their
own operations and supply chains, the scope of these
policies and how well they are being implemented.

Antimicrobial resistance policy quality:

These questions aim to assess whether companies
acknowledge their role in addressing antimicrobial
resistance and limiting the use of antibiotics in their
own operations and their meat, dairy and aquaculture

supply chains through robust policies and/or strategies.

Key questions:

1 Do you have a publicly disclosed policy/strategy
on antibiotic stewardship?

Why it matters: Publicly disclosing a policy

or strategy on antibiotic stewardship is a key
indicator that a company recognises the impact
that the overuse and misuse of antimicrobial drugs
in farmed animals has on antimicrobial resistance.
The FAIRR Initiative (a collaborative investor
network that raises awareness of the material
risks and opportunities in the global food sector)
has coordinated an investor coalition engaging 20
large global companies (13 US-based and 7 UK-
based) from the fast food and casual dining sector
on antimicrobial resistance. The coalition saw an
increase in antibiotic stewardship policies with

17 companies had publicly disclosed policies on
antibiotic use in 2019, up from one in 2016.
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2 Does the policy/strategy cover animal-derived
protein sources across:
a. all relevant species?
b. all operations?

Why it matters: A comprehensive policy/strategy
will cover all animal products and all company
operations. Firms may increase the coverage of
their policy/strategy to full coverage over time,

in which case starting with the most material
operating markets and animal products is likely
to be the most efficient way to start managing
antibiotic use.

3 Does the policy ban:

a. The use of WHO-defined medically important
antibiotics for growth promotion?

b. Any use of critically important or highest
priority critically important antibiotics?

c. Any use of WHO-defined medically important
antibiotics?

d. The routine use of any antibiotics (for
growth promotion and disease prevention/
prophylaxis) with antibiotics only used when
there is a disease present and administered
by a veterinarian?

Why it matters: Companies banning livestock
farming and aquaculture’s use of antimicrobial
medicines which are medically important for use
in humans can reduce the risk of transmitting drug
resistant disease to people. Bans on the routine
use of any antibiotics for growth promotion and
disease prevention is key to reducing antibiotic
use and tackling antimicrobial resistance. This can
mitigate economic risks to businesses, including
increased veterinary costs and productivity

lost from antimicrobial resistance as well as
restrictions, bans, fines and loss of licence to
operate from failing to comply with regulation.

FAIRR has found that US-based fast food and
casual dining companies it engaged with were
moving beyond FDA guidance which advises
against the use of medically important antibiotics
for growth promotion purposes only to stop all
routine use of antibiotics to prevent disease in
healthy animals.
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Antimicrobial policy implementation

Once companies have set up a policy and/or strategy on antibiotic policy, it is important to understand whether
companies are implementing these. The following questions aim to understand companies’ level of transparency on
implementation, including disclosing antibiotic use and auditing.

1 Does the policy/strategy commit to specific,
measurable, timebound targets or timelines for
all relevant animal species that you produce or
source?

Why it matters: To effectively monitor progress
on tackling antibiotic misuse and the use of
medically and critically important antibiotics,
companies need to set specific, measurable,
timebound targets to phase out practices that
contribute to antimicrobial resistance within a
company's own operations and supply chains. To
be effective, these should be publicly disclosed
targets or timelines that comply with regulation at
a minimum and aim to cover all relevant animal
species that a company produces or sources, in
line with Question 2 above.

2 Do you disclose the quantities of antibiotics
used (mg antibiotic/kg meat), separating out
WHO-defined medically important antibiotics?

Why it matters: To effectively monitor progress
and ensure accountability on tackling antibiotic
misuse, regular annual reporting on the intensity
of antibiotic use (e.g. mg of antibiotics per kg

of animal weight) is needed. Companies may
begin by disclosing the % of animals treated with
antibiotics. Reporting should separate out WHO-
defined medically important antibiotics and
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separate out the reasons for antibiotic use (e.g. for
growth promotion, disease prevention, or to treat
disease with veterinary approval).

3 Where non-compliance with the policy

is identified, do you state what action(s)
have been taken to remedy this?

Why it matters: It is important for companies to
monitor supply compliance with their policies on
antibiotic use to effectively tackle antimicrobial
resistance within their supply chains. Ideally
companies should identify where suppliers have
failed to comply with the company's policy and
specify the action taken to remedy this.

Do you commit to and/or carry out third-party
auditing and monitoring of antibiotic use across
all operations and the whole supply chain?

Why it matters: Independent auditing and
monitoring of antibiotic use across a company'’s
operations and supply chains provides external
verification and validation of compliance with

a company's policy and progress towards

tackling practices that contribute to antimicrobial
resistance. Companies may work with independent
third party auditors to monitor their own
operations or supply chains, or should ensure that
supplies have third party audits in place.
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