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Although the second quarter of every
year is dominated to some extent by
company annual general meetings
(AGMs) and the proxy voting season,
this year has been particularly notable.
Details of our voting focus over the
period are summarised later in this
report, but the story of this year has
been more involved than usual.

The coronavirus pandemic, social
distancing and lockdowns have made
for an unusual season, with the need
for remote AGMs and responses to
other challenges facing our companies.
This has had a significant impact on
the focus of our collaborative work

in particular. As the crisis developed,
considerable time was dedicated to
consulting with other capital markets
stakeholders.

Examples of this work
include:

B Collaborating with other
market participants in the UK's
Pre-emption Group to help put
in place special arrangements
to enable affected companies to
raise significant amounts of
capital quickly and effectively in
response to the crisis.

B Working with counterparts at
the Investment Association (the
UK'’s trade association for the
Investment Management industry)
to provide companies with guidance
and comfort on the approach
investors could take across a
range of issues, including financial
reporting, AGMs and dividends.

B Providing input and feedback to
regulators and the UK Government
via HM Treasury on the above
issues, as well as debt covenants,
working capital statements and
other market dynamics.

B |n the equity markets, helping
to provide the capital that
businesses have needed in the
face of the crisis.
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B |n the debt markets, helping to
provide the capital needed to fund
Covid-19 responses and initiatives.
The developments in the social,
sustainability and green bond
market have been particularly
interesting and are discussed
later in this report.

Compared to the global financial
crisis, the Covid-19 crisis has already
had a significantly more direct and
widespread impact on businesses and
society. As economies I00k to reopen,
a tendency towards a return to
pre-crisis norms will be a possibility,
although given the breadth and scale
of the impact it is reasonable to expect
that behaviours — both individual and
corporate — may change, perhaps
permanently. The seeds of this are
certainly evident from our research
and engagement.

Through the crisis we have maintained
particular research intensity on the
situation playing out. The ongoing
collaborations between equity,
responsible investment and credit
analysts, as well as portfolio managers,
have helped to identify some
fundamental shifts and changes that
are either accelerating or starting.



Now the focus of that work has turned
to how, from both a top-down and
bottom-up perspective, the world will
change over a three- to five-year time
horizon, to ensure our investment
perspective continues to benefit from
that research intensity.

Going into the crisis, the responsible
investment world was already facing a
tsunami of regulatory initiatives, which
is likely to continue. In looking at how
policymakers respond to the crisis two
themes will be important in shaping
the required stimulus:

B Firstly, there has already been
a recognition that current policy
measures do not adequately
address the asymmetric effects of
the crisis on the most vulnerable
households, which need the most
immediate support. It has also
highlighted concerns about the
medium- to longer-term impact
on inequality and sustainability.
This provides policymakers an
opportunity to build on existing
policy work to systematise and
prioritise initiatives that support
“inclusive growth”.

B Secondly, and unsurprisingly, there
are clear signs of apprehension
about the potential to lose focus
on the “climate crisis”. However,
the risk should not be as great as
some fear. Many climate-positive
policies are seen to have high

overall desirability for policymakers

crafting their response to the crisis.

The logic is simple: they can have
significant benefits as measures
of economic stimulus, with high
long-run multiplier effects offering
a strong return on investment for
government.

While responses will not be uniform
around the world, we are seeing
continued emphasis on sustainability,
not least in Europe — both at EU level
as well as among local regulators —
in continuing to pursue the climate
and sustainability reform agenda

that pre-dated the crisis. In addition,
it appears there is growing investor
interest in, and demand for, solutions

that incorporate responsible
investment approaches.

Supported by the stock market
recovery and this heightened

interest in environmental, social, and
governance issues, a recent report
by Morningstar remarks that global
inflows into sustainable funds were
$71.1 billion for the second quarter
of 2020, up 72% on the first quarter.
Europe continued to dominate this
trend, accounting for 86% of this.
Over Q2, flows into European
sustainable funds more than doubled
to $61.3 billion (Figure 1). It is
notable that these flows outpaced the
mainstream flows: over the quarter,
investors poured €35.1 billion into

Figure 1: Quarterly European Sustainable Fund Flows (US$ billions)
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sustainable equity funds, 63% more
than in their mainstream equivalents.
Although flows into sustainable fixed
income funds were also positive,
they did lag their mainstream peers.
This will, in part, be down to the more
limited choice in sustainable bond
strategies.

The US, meanwhile, accounted

for 14.6% of global inflows. Over Q2
US sustainable fund flows continued
to grow at a record pace, with
estimated net flows of around

$10.4 billion (Figure 2). Of that,
investors pumped $5.8 billion into
sustainable funds in April, almost all
of it to equity funds — the largest
monthly flow ever for US sustainable
funds.* These flows were similar to
those in Q1, bringing the total for the
first half of the year to $20.9 billion,
just shy of the total for the whole of
2019 (US$21.4 billion).

As always, | hope you find the topics
and insights in this quarterly report

to be informative and helpful. It has
been a busy quarter in the responsible
investment field, and that is something

| don't expect to change given the
policy environment and growing levels
of investor interest.

Source:
1 Morningstar Direct, June 2020.

Figure 2: Quarterly US Sustainable Fund Flows (US$ Billion)
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To find out more visit
COLUMBIATHREADNEEDLE.COM

EMEA.Stewardship@columbiathreadneedle.com
US.Stewardship@columbiathreadneedle.com
RI.Thematic@columbiathreadneedle.com
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Important Information:

For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). This document is intended for informational purposes
only and should not be considered representative of any particular investment. This should not be considered an offer or solicitation to buy or sell any securities or other
financial instruments, or to provide investment advice or services.

Investing involves risk including the risk of loss of principal. Your capital is at risk. Market risk may affect a single issuer, sector of the economy, industry or the market
as a whole. The value of investments is not guaranteed, and therefore an investor may not get back the amount invested. International investing involves certain risks
and volatility due to potential political, economic or currency fluctuations and different financial and accounting standards.

The securities included herein are for illustrative purposes only, subject to change and should not be construed as a recommendation to buy or sell. Securities
discussed may or may not prove profitable. The views expressed are as of the date given, may change as market or other conditions change and may differ from views
expressed by other Columbia Threadneedle Investments (Columbia Threadneedle) associates or affiliates. Actual investments or investment decisions made by Columbia
Threadneedle and its affiliates, whether for its own account or on behalf of clients, may not necessarily reflect the views expressed. This information is not intended to
provide investment advice and does not take into consideration individual investor circumstances. Investment decisions should always be made based on an investor's
specific financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be suitable for all investors. Past performance does not
guarantee future results, and no forecast should be considered a guarantee either.

Information and opinions provided by third parties have been obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. This
document and its contents have not been reviewed by any regulatory authority.

In Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS"],ARBN 600 027 414.TIS is exempt from the requirement to hold an Australian financial
services licence under the Corporations Act and relies on Class Order 03/1102 in marketing and providing financial services to Australian wholesale clients as defined in
Section 761G of the Corporations Act 2001.TIS is regulated in Singapore (Registration number: 201101559W) by the Monetary Authority of Singapore under the Securities
and Futures Act (Chapter 289), which differ from Australian laws.

In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, #07-07, Winsland House 1, Singapore 239519, which is regulated in
Singapore by the Monetary Authority of Singapore under the Securities and Futures Act (Chapter 289). Registration number: 201101559W. This document has not been
reviewed by the Monetary Authority of Singapore.

In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited K | $% & & 8 & 7 A PR 2 F1. Unit 3004, Two Exchange Square, 8 Connaught Place,
Hong Kong, which is licensed by the Securities and Futures Commission (“SFC”) to conduct Type 1 regulated activities (CE:AQA779). Registered in Hong Kong under the
Companies Ordinance (Chapter 622), No. 1173058.

In the USA: Columbia Management Investment Advisers, LLC (CMIA) is an investment adviser registered with the U.S. Securities and Exchange Commission.

In EMEA: Issued by Threadneedle Asset Management Limited. Registered in England and Wales, Registered No. 573204, Cannon Place, 78 Cannon Street, London
ECAN 6AG, United Kingdom. Authorised and regulated in the UK by the Financial Conduct Authority.

This document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority (DFSA).

For Distributors: This document is intended to provide distributors’ with information about Group products and services and is not for further distribution.

For Institutional Clients: The information in this document is not intended as financial advice and is only intended for persons with appropriate investment knowledge and
who meet the regulatory criteria to be classified as a Professional Client or Market Counterparties and no other Person should act upon it.

Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies.
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