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Looking forward to a recovery
with ‘green collar’ jobs

Simon Bond, Director of Responsible Investment Portfolio Management

m Supranationals and government agencies were among
the leading issuers of Covid-19 response bonds in 2020.
The volume of newly issued debt based on environmental,
social and governance principles reached $520 billion for
2020, up by more than $215 billion from 2019.

m More countries look likely to commit themselves to zero
carbon emissions targets, as well as frameworks for
achieving this and new regulations. A competitive tension
is building as countries want to make sure they do not
get left behind.

m Both governments and the bond market will channel funds
into a green recovery in 2021. Notably, the EU is raising
€100 billion to aid countries hit hard by Covid-19, with
much of the issuance conducted in 2021.

m We are looking to improve the market — in terms of the
opportunities for issuance, the quality of the bonds and
the rigour of reporting — and are again working with the
International Capital Markets Association (ICMA) to
achieve this.
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2021 promises to be a seminal year. Following the Democrat win in November’s US presidential election, the world’s biggest
polluter looks set to reverse its decision to leave the Paris Agreement. Further, more countries look likely to commit themselves to
zero carbon emissions targets, as well as frameworks for achieving this and new regulations.

A competitive tension is building as countries want to make sure they do
not get left behind. For instance, the UK looks likely to try to get ahead of
Europe in its emerging green agenda.

When UK Chancellor, Rishi Sunak, announced in November his plans

to issue the UK's first green gilts in 20211 it was a significant step.

The announcement not only signalled the government’s intent, but also
set an example that is likely to spur further issuance of green bonds and
galvanise the development of green and social finance in the UK.

For Columbia Threadneedle Investments, this is especially welcome as we
have been campaigning for a green gilt, notably through our membership
of the Impact Investing Institute. The Institute’s October 2020 joint
proposal for a Green+ Gilt was supported publicly by 400 asset owners
and investors, representing assets under management of more than

£10 trillion, showing the substantial support in the market.?

We see part of our role as engaging to help improve the green and social
bond markets. The UK's green gilt will bring a promising start to 2021, a
year in which the UK hosts the COP-26 UN Climate Change Conference.
Even more impactful, though, is the announcement that the government
will launch a national infrastructure bank,® which could issue green or
social bonds itself.

! Fladviser.com, UK to launch first green gilt in 2021, 10 November 2020.

2 https://www.impactinvest.org.uk/wp-content/ uploads/2020/ 10/ Green-Plus-Gilt-Proposal.pdf, October 2020.
3The Construction Index, National Infrastructure Strategy: UK infrastructure bank, 26 November 2020.

“Data from Bloomberg and International Bank for Reconstruction & Development, 31 December 2020.
5Columbia Threadneedle analysis, January 2021.

Supranationals and government agencies were among the leading
issuers of Covid-19 response bonds in 2020. The volume of newly
issued debt based on environmental, social and governance principles
reached $520 billion for 2020, up by more than $215 billion from 2019.4
Notably, $160 billion of this were social bonds, which equates to a
788% increase in issuance versus 2019, which itself was a record year
for social issuance, and more than half were specific bonds targeting
Covid-19 alleviation.®

‘ ‘ The announcement around green gilts not only signalled the

government’s intent, but also set an example that is likely to
spur further issuance of green bonds

We are proud of not just the size of the bond market’s response to the
crisis, but also the speed. These Covid-19 response bonds were being
issued by the end of March, just a few short weeks after the pandemic
reached Europe.

Issuers like these could respond quickly because they already had green,
sustainability or even social bond frameworks in place, setting out what
types of projects they could finance, how to report on use of proceeds and
so on. That allowed them to react very fast. In 2021, | would hope to see
not just more issuance, but also more agencies, companies and financial
institutions putting in place similar frameworks — this would offer greater
opportunities for us as we continue to invest in these areas.
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Both governments and the bond market will channel funds into a green
recovery in 2021. Notably, the EU is raising €100 billion to aid countries
hit hard by Covid-19, with much of the issuance conducted in 2021.°
While this money will focus on environmental projects, it should have
social co-benefits too in the form of “green collar” jobs created in sectors
such as green infrastructure.

By working with the Impact Investing Institute and the International Capital
Markets Association (ICMA), we are looking to improve the market - in
terms of the opportunities for issuance, the quality of the bonds and the
rigour of reporting

By working with the Impact Investing Institute and the International
Capital Markets Association (ICMA), we are looking to improve the market
—in terms of the opportunities for issuance, the quality of the bonds and
the rigour of reporting. We have previously contributed to the design of
the ICMA's social bond principles and have committed to work with the
association for another year.

©European Parliament, Covid-19: 10 things the EU is doing for economic recovery, 29 October 2020.

A final word on new environmental and social legislation expected in 2021.
Such legislation is likely to impose substantial costs on some businesses.
In that situation, would you rather be invested in a conventional fund where
regulation may introduce headwinds for its holdings or in a responsible
investment fund that could benefit?
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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 s intended forinformational purposes only and should not be considered representative of any particularinvestment. This should not be considered an offer or solicitation to buy or sell any securities or other financial instruments, orto 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, butaccuracy 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 1% & & 3 % & A BR /2 7. 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 ce (Chapter 622), No. 1173058.

In EMEA: Issued by Threadneedle Asset Management Limited. Registered in England and Wales, Registered No. 573204, Cannon Place, 78 Cannon Street, London EC4N 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 documentis notintended 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. columbiathreadneedle.com Issued 12.20 | Valid to 06.21 | J31065 | 3392792
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