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Letter from the Supervisory Board

Dear Reader,
Looking back at 2021, the year can best be described as the Covid recovery year – at 

least from TCX’s point of view. And it seems strange to write about recovery whilst, at the 
time of writing, Europe is on fire following the invasion of Ukraine by Russia, but we will come 
back to that topic later in this letter. So, 2021 saw a stable start of the year, during which 
TCX continued to earn a healthy positive interest carry. Face masks, working from home, and 
self-testing had already become standard practice. However, the Supervisory Board and the 
Managing Board of TIM, the Fund Manager, still preferred physical to virtual meetings, and 
whenever possible in view the Covid restrictions, the Supervisory Board members travelled 
to Amsterdam to have on-site or hybrid meetings with the management team. 

The Covid recovery translated into a record production of USD 1,367 million in 2021, that 
was partially offset by USD 351 million in capital market development transactions. We were 
satisfied to see that this offsetting activity was effective in preventing concentration risk, as the 
Fund Manager kept the top-10 currency exposures below 50% of the portfolio by focusing on 
the sale of currency risk where most risk had been onboarded. The Fund’s gross outstandings 
were just over USD 5 billion at year end. 

An important milestone in the Fund’s ambition to stimulate markets was the launch of the 
TCX Frontier Currency Index (“TCX FI”), an index whose purpose is to increase the flow and 
transparency of information on frontier currency bonds as an asset class. This informational 
index tracks the performance of frontier currency bonds issued by TCX’s shareholders, where 
TCX acts as the hedge counterparty. At year end, the index reflected the value of 72 bonds in 
20 currencies. The index is a passive recipient of exposure, as it mainly consists of currencies 
where TCX identifies opportunities to offset exposures in its books and stimulates the bond 
issuances. So, although maximizing return is not the main purpose, it was good to see that the 
TCX FI outperformed JP Morgan’s ELMI+ index by 4% on an annualized basis. This underlines 
the case that local currency bonds are an investable asset class.

In August, TCX received a long term foreign currency issuer rating of A1 with a stable outlook 
from Moody’s, in accordance with the rating agency’s supranational rating methodology. This 
initial rating of the Fund by Moody’s reflects “the solid support from its diverse group of mainly 
highly rated shareholders, which are also the main users of its services”. We believe that this 
assessment gives a good reflection of TCX’s function as a currency risk pooling vehicle for the 
world of development finance. 

The Fund unfortunately saw two relatively large shareholders leave us in 2021. Both the 
Japan Bank for International Cooperation (JBIC) and the African Development Bank (AfDB) 
redeemed their shares, leading to an outflow of circa USD 94 million in capital. The AfDB’s 
exit resulted from changes in the regulatory and legal environment of Mauritius, which was 
the pass-though route chosen in 2008 for the AfDB to invest in TCX, due to their limitations 
on investing outside Africa. Also the final tranche of IADB’s subordinated loan was repaid in 
full during the year.

On the other hand, the Fund strengthened its capital base by drawing-down USD 20 million 
on the committed IDA private sector window investment from the IFC and EUR 50 million on 
the unfunded convertible subordinated loan that KFW manages as implementing partner for 
the European Commission’s European Fund for Sustainable Development. At the end of the 
year, we also welcomed a second investment of USD 10 million from SECO. Adding to these 
amounts the year’s profits of USD 107 million, the Fund’s total capital thus grew to USD 1.19 
billion in 2021, an 8% increase over 2020. 

In February 2022, the world witnessed with great dismay the invasion of Ukraine by Russia. 
The exposures of the Fund in Eastern Europe, the Caucasus, and Central Asia were hit hard 
and the Fund suffered significant losses. This is, however, the purpose of TCX: to take losses in 
times of crisis so the clients of our shareholders are protected. From this perspective, we are 
grateful to have played our role in limiting the destabilizing effects of the war on individuals 
and entrepreneurs in the region.   
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With regards to the targets approved by the 2021 Annual General Meeting of Shareholders, 
we are happy to report several highlights. Following the General Meeting’s approval of the 
new risk framework and associated governance, adequate progress was made on all fronts. 
The internalization of the operational controls started. The IT security was strengthened. The 
setup of the Pricing Committee was improved, with the PC now clearly focusing on approving 
the currency benchmarks and NDF spreads, and the Fund Manager now clearly in charge of 
pricing individual transactions.    

Following the presentation of the Africa strategy, the Supervisory Board was very satisfied 
with the results realized in the poorer regions of the world. Not only did the Fund’s production 
in Sub-Saharan Africa increase by over 100% - well above the 20% target - but the production 
in IDA countries was USD 462 million, almost double the target of USD 240 million. 

Less success was achieved on the innovation side, where only one transaction was closed 
with a crowd funding platform and, despite considerable efforts, no inflation indexed swap 
was executed. Also, putting the EC Pricing Facility at work took significantly more time than 
expected. Ultimately, only EUR 15 million out of the targeted EUR 50 million in transactions 
were closed by year-end. 

From the oversight perspective, we refer you to the governance section of this Annual 
Report (page 34), which describes the Supervisory Board’s organization and activities. In 
all, the Supervisory Board met 7 times during 2021, not counting the separate meetings of 
the Risk Oversight Committee, the Audit & Compliance Committee, and the Remuneration 
& Appointments Committee. Additionally, there were 11 meetings of the Pricing Committee 
appointed by the Supervisory Board, and 25 meetings of the Risk Management Committees 
appointed by TIM, the Fund Manager. 

We agree with TIM’s assessment (page 22) that there are no material uncertainties 
concerning TCX’s ability to continue as a going-concern entity.

In the Netherlands, large corporates are requested to have at least 30 % women participation 
at managing and supervisory board levels. This is the translation of a diversity and gender 
balance policy that TCX fully supports. During 2021, two out of five Supervisory Board 
members were women. Also, four continents were represented on the Supervisory Board, 
reflecting the crucial importance of geographical diversity for TCX. 

As stated above, the Fund realized a healthy positive result of USD 107 million in 2021. This 
brought the long term return to TCX’s shareholders to Libor + 2,6% since the Fund’s launch on 
2007, against a long term target of Libor + 1,4%. At TCX, we prefer to speak about positive 
returns as reserves for future crises and available capital for new business. At the time of 
writing this report, we see that the invasion of Ukraine by Russia and the ensuing economic 
and financial sanctions have triggered a global crisis whose outcome is still unclear. What is 
clear, however, is that TCX is well positioned to protect the clients of its shareholders against 
the otherwise unmanageable volatility of their currencies. 

On this note, we wish to thank the Fund Manager, the Pricing Committee and TCX’s partners 
including DLM Finance, Cardano Risk Management, and OG Research for their outstanding 
work and support in 2021.

Amsterdam, 13 April 2022

The Supervisory Board of The Currency Exchange Fund N.V.

Mr. Bernd Loewen, Chair

Mrs. Lakshmi Shyam-Sunder, Vice-chair

Mr. Aigboje Aig-Imoukhuede

Mr. Marcus Fedder

Ms. Sarah Russell
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A personal note from Mr. Bernd Loewen, 
departing Chair
This is my last year as Chair of the TCX Supervisory Board, after 8 years of Board 
membership. During this time, TCX managed to increase its primary portfolio from USD 1.3 
billion in 2014 to USD 3.3 billion in 2022, an increase of over 250%. Over the same period, the 
hedge ratio improved from 9% to 40% of the primary portfolio, a development that conserved 
much capital and could expand even further in the future.

Another milestone was the introduction of the TCX Frontier Currency Index just last 
year. This increases transparency for all market participants and makes great use of the 
data available to TCX. Looking forward,  I see increased attention being placed on SE4All 
transactions, exploring business opportunities with sovereign borrowers, and identifying 
demand for and implementing further innovative products. That said, the core product must 
stay the course with nearly unlimited room to grow further. Given the overall market size 
of local currency mismatches caused by development finance, TCX does still classify as a 
start-up.

I would like to thank my colleagues on the TCX Supervisory Board, the management team 
and employees of TIM as well as all TCX stakeholders and partners for working together and 
so far succeeding in realizing the common vision of TCX. And I would especially like to thank 
our shareholders and investors for the trust they have placed in us. Also, I am very pleased 
that my successor as a Supervisory Board Member will be Tim Armbruster, the Treasurer of 
KfW, and that Lakshmi Shyam-Sunder will take over as Chair. Together with colleagues Sarah 
Russell, Aigboje Aig-Imoukhuede, and Marcus Fedder, the Supervisory Board will continue 
to be in very safe, professional, and seasoned hands. 

I believe that the coming years will continue to be ground-breaking for TCX and I am 
convinced that together we have laid a strong foundation for its future.

I thank you all and wish you the best. 

Bernd Loewen

Brice Ropion, Dina Yaminova, Santiago Tavani,  Irina Rogojan
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