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While the word inflation again
dominated markets over Q4 2021, a
new word rivalled it by December:
Omicron. This Covid-19 mutation was
identified by South African scientists and
soon it was spreading fast. The world
flew into a panic, banning all visitors
from sub-Saharan Africa, including my
family due to arrive for Christmas,
writes Pauline Grange.

Markets initially dropped as fears grew
that this “xth” wave of Covid would again
hit global economies. But as news started
to emerge about the relative mildness of
Omicron, a new narrative emerged — that
Covid could be shifting from pandemic to
a more manageable endemic. This was
positive for global economic growth and
markets... and my family visit which was
back on.

But with inflation galloping ever higher
over the quarter, the US Federal Reserve
removed a different very powerful word
from its language when describing it —
“transitory” — and in turn promised the
start of monetary tightening.

The prospect of tighter monetary
policies by central banks across the
globe sent markets into a spin and saw a
rotation away from longer duration growth
stocks into shorter duration value stocks.
This began at the end of the quarter and
accelerated into 2022. Through what
has been a tricky period, the Sustainable
Outcomes Global Equities strategy
managed to outperform the benchmark
over Q4, rising 7.1% (gross of fees) versus
the MSCI ACWI which was +6.3%.

Supply chain disruptions, labour
shortages, energy crises and Covid-19
variants aside, 2021 has been another
year with multiple positive ESG
(environmental, social and governance)
developments: the passing of President
Biden's $1.2 billion bipartisan
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Positivity: 2021 was a year with multiple positive environmental, social and governance developments.

Source: iStock.

infrastructure bill in the US and the

€1 trillion European Green Deal; the
launch of new ESG capital regulation —
SFDR (Sustainable Finance Disclosure
Regulation) and the EU taxonomy; and the
COP26 conference at which world leaders
gathered to address climate change.

We also ended the year with 90% of the
world's GDP covered by net-zero targets,
which now includes the world’s two biggest
carbon emitters, the US and China.*

Jess Williams attended COP26 and
was much more positive on the progress
made at the conference than was reported
by the press. Although the last-minute
games played by the Indian and Chinese

delegations got the final headlines,

the biggest result was confirmation of

the success of the ratchet mechanism
designed under the 2015 Paris Climate
Accord. This is an informal term used to
describe the requirement that countries
would revise and communicate their
emission targets, known as nationally
determined contributions (NDCs). National
pledges wound projected temperatures
down by 0.3C and, with the ratchet
mechanism tightening from a five-year
cycle to a one-year cycle, those pledges will
need to be updated again by next year's
COP27 conference in Egypt (Figure 1).

Figure 1: Pledges, targets and implications

Where we were ~ Where we Paris agreement goal
Pre-industrial are now December 2015
average in 2021 at Cop21
+0C +1.2

Scenarios

ion of all

ed targets

Full impl d
1. Optimistic, best case m including net zero targets, binding long-term
targets and nationally determined contributions
Full implementation of submitted and binding
2. Pledges and targets m long-term targets and 2030 NDC targets

3. 2030 targets only

4. Pledges and action

Source: Climate Action Tracker/Guardian, November 2021.

Full implementation of
Real world action



One overarching takeaway is that the
focus of these meetings is changing —
there was much less talk about 2C and
2050 but instead 1.5C and 2030.

This aligns the political discussions with

the science which shows that a 45%

decline in emissions is required by 2030

(based on 2010 levels) to limit

temperature rise to 1.5 degrees.?

Other key developments from COP26 3
included:

B Methane: 109 countries committed
to reducing methane emissions by
30% before 2030. While carbon gets
most press attention, addressing
methane is a quicker way to achieve
climate goals as it is a more powerful
greenhouse gas — 80x worse than
CO2 on a 20-year horizon — with a
shorter lifespan in the atmosphere.
The UN estimates that a 45%
reduction in methane emissions
between now and 2030 would reduce
global warming by 0.5C by 2040.

B Deforestation: 130 countries
promised to collectively halt and
reverse forest loss and land
degradation by 2030.

B Green mobility: a group of companies
and countries are working towards
100% electric vehicle sales by 2035.

B Carbon trading: the rule book on
carbon trading was finalised, with
implications for both sovereigns and
corporates.

Sadly, this was also a year of
environmental disappointment.

Despite expectations that we had finally
reached peak coal-fired power generation
in 2018, coal generation increased
globally by 9% in 2021.% Spikes in natural
gas prices combined with strong post-
Covid economic recovery resulted in coal
production surging in China and India,
while US coal usage rebounded for the
first time since 2014 growing 17%.°

This sadly led global emissions back

to pre-2020 highs.

Figures also show that 2021 was
hotter than any year before 2015 and
among the seven hottest years ever
recorded.® This is especially concerning
considering it was a year which saw La Nina
conditions which normally contribute to
cooler temperatures. In addition, for a third
year in a row the world ocean set a record
for the hottest temperature ever logged.”

The World Economic Forum also
released its 2022 Global Risks Report
where it laid out stark warnings for
humanity: it highlighted that a failure to
act on climate change is the biggest
global risk facing the planet in the next

10 years, followed by extreme weather
and biodiversity loss.

Given this threat it is disappointing
that global governments are still not acting
with urgency. A report released at COP26
by the University of Oxford set out that only
10% of global GDP is covered by strong
net-zero targets with clear underlying
plans.® We need to start shifting from net-
zero rhetoric to net-zero action.

Over the fourth quarter, several of our
holdings® reported positive developments:
B Microsoft held a sustainability

event at which it announced plans to

reduce water usage in its data centre

operations by 95% by 2024, or around

5.7 billion litres of water globally, with

a wider aim of being water positive

(ie, replenish more water than it

uses) by 2030.%° Plans to achieve this

include developing bespoke water-
reduction solutions for the varying
environments in which it operates,
starting with planting a lowland

forested area and wetlands around

its northern Holland data centre.

In addition, it is continuing research

in liguid immersion cooling towards

waterless cooling options. It also
announced it is on track to achieve

90% reuse of electronic materials via

additional Microsoft Circular centres.
B Adidas received an outstanding ESG

evaluation score of 85 by S&P placing
it sixth in the entire S&P Global Rating

Universe.'* In its assessment, S&P

emphasised its industry-leading

approach to innovation, supply

chain management and consumer

engagement. Credit was given to

the ambitions to scale the use of

sustainable materials, to expand

circular services and to deliver against

ambitious net-zero emission targets.
B Orsted had a strong end to the year,

winning an offshore wind farm bid

in Maryland, USA, which will have a

capacity of 846 megawatts, providing

enough green electricity to power 250

000 homes. This brings Orsted’s total

awarded offshore wind capacity in

2021 to 4.5 gigawatts (GW), growing

its global offshore wind capacity to

almost 20GW and enabling it to retain
its market-leading position in offshore
wind at around 30%. In June, the
company announced plans to raise
its offshore wind capacity to 30GW

by 2030, and they are now ahead of

schedule in achieving this.*?

B Croda announced the sale of most

of its performance technology and

industrial chemicals business to

Cargill Velocity for €915 million,
following a strategic review of the
business earlier in 2021. This
will enable Croda to transition to
a dedicated consumer care and
life sciences company, areas
which are both faster growth and
more sustainable. It can now
focus its capital and resources on
delivering sustainable solutions for
consumers, healthcare and crop care
technologies.*®

B DSM'’s Bovaer product, a unigue
feed additive that reduces methane
emissions from “burping” cattle by
more than 30%, gained its first market
authorisation across both dairy and
cattle in South America, in Brazil
and Chile, and in Europe received a
“positive feedback”, usually the step
before formal approval. The billion
cows used in the global meat and dairy
industries are responsible for releasing
around 44% of global methane —
if the global livestock industry were
a country, it would be the world’s
third biggest greenhouse gas emitter
between US and India!** As such,
Bovaer has the potential to make a
strong positive impact in helping to
achieve methane decarbonisation
targets.
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Company 4021 engagement highlights

We met with several of our holdings’ management teams this quarter. Here we feature an interesting engagement:

UNION
PACIFIC

Union Pacific (UP)* is a leading US rail transportation company. Railroads are currently the most fuel-efficient way to
move freight over land, with UP’s customers saving 5.72 million tonnes of CO2 emissions from using rail versus trucks.
But further decarbonisation of UP’s rail fleet is vital, so the firm recently launched its “Climate Action Plan”. We hosted a
follow-up call with management at which it highlighted the positive steps it has taken to formalise its journey to net zero
by 2050:

| |t has set and validated 2030 science-based target to reduce Scope 1 and 2 greenhouse gas emissions by 26%

versus 2018 levels. In addition, it has set an absolute reduction goal, which is a challenge given it will simultaneously
grow its rail volumes.

Fuel-saving technology, efficiency programmes such as PSR (Precision Scheduled Railroading) and locomotive
modernisation are all key tools in reducing fuel consumption.

Nearly 175 locomotives were overhauled in 2020 - each modernisation results in around a 53% reduction in
emissions.

UP’s targets assume increased use of low-carbon fuels. It is working with original equipment manufacturers to increase
biodiesel to 20% of total diesel use by 2030.

Longer term it is assessing alternative propulsion technologies such as green hydrogen and battery-electric
locomotives.

It has also launched a broader ESG initiative: “Building a sustainable future 2030”. A key focus within this is improving
worker safety. Unions were previously concerned that UP’s investment in automation and IT risked jobs. However, they
now see it as a powerful tool to protect the safety of the work force.'¢

Company 4021 new addition

We have initiated a new position in the strategy:'

mercado
libre

Leader Mercado Libre is the ecommerce leader in Latin America (LatAm) with a strong

MSCI A fintech business, Mercado Pago. Its online platform helps to encourage consumer,
small business and sole trader economic development, supported by its mission to
“democratise commerce and money”. Through Mercado Pago it helps to promote
financial inclusion in LatAm, where many individuals and businesses are still unbanked,
by taking credit and expanding access to means of payment for those underserved

by traditional financial services. Despite the acceleration in online trends during the

Financial & Covid-19 pandemic, Mercardo Libre’s key markets remain in the very early stages of
Technological digital penetration.
Inclusion

This supports sustainable growth in its ecommerce business while the continued shift to
digital wallets and contactless payments supports growth in Mercado Pago.

5The mention of specific stocks is not a recommendation to deal.
16 All figures: https://www.up.com/investor/index.htm
7The mention of a specific stock is not a recommendation to deal.
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Threadneedle Global Sustainable Equity Composite

GIPS Report: Columbia Threadneedle Investments EMEA APAC

Reporting Currency: USD

Statement of Performance Results

Gross-of-fees Net-of-fees

Calendar Return Return
Year (D) (D)
2021 19.21 18.45
2020 28.12 27.30
2019 33.17 32.32

Inception Date: 12/31/2018

1. Columbia Threadneedle Investments EMEA APAC ‘the Firm’
claims compliance with the Global Investment Performance
Standards (GIPS®) and has prepared and presented this report
in compliance with the GIPS Standards. Columbia Threadneedle
Investments EMEA APAC has been independently verified by Ernst
& Young LLP for the periods 1st January 2000 to 31st December
2020. The verification reports are available upon request. A firm
that claims compliance with the GIPS standards must establish
policies and procedures for complying with all the applicable
requirements of the GIPS standards. Verification provides
assurance on whether the firm’s policies and procedures related
to composite and pooled fund maintenance, as well as the
calculation, presentation, and distribution of performance, have
been designed in compliance with the GIPS standards and have
been implemented on a firm-wide basis. Verification does not
provide assurance on the accuracy of any specific performance
report. GIPS® is a registered trademark of CFA Institute. CFA
Institute does not endorse or promote this organization, nor does
it warrant the accuracy or quality of the content contained herein.
2.The ‘Firm’ is defined as all portfolios managed by Columbia
Threadneedle Investments EMEA APAC (prior to 1 January 2021,
the firm was known as Threadneedle Asset Management) which
includes Threadneedle Asset Management Limited, (TAML),
Threadneedle International Limited, (TINTL), Threadneedle
Investments Singapore (Pte.) Limited, (TIS), and Threadneedle
Management Luxembourg S.A. (TMLSA), excluding directly
invested property portfolios. The firm definition was expanded in
2015 to include portfolios managed by then newly established
affiliates of Threadneedle Asset Management in Singapore. TAML
& TINTL are authorised and regulated in the UK by the Financial
Conduct Authority (FCA). TINTL is also registered as an investment
adviser with the U.S. Securities and Exchange Commission and
as a Commodities Trading Advisor with the U.S. Commodity
Futures Trading Commission. TIS is regulated in Singapore by

the Monetary Authority of Singapore. TMLSA is authorised and

Important Information:

regulated in Luxembourg by the Commission de Surveillance du
Secteur Financier (CSSF). On 1 July 2020, Threadneedle Asset
Management Malaysia Sdn. Bhd (TAMM) was removed from the
firm. Columbia Threadneedle Investments is the global brand
name of the Columbia and Threadneedle group of companies.
Beginning 30 March 2015, the Columbia and Threadneedle
group of companies, which includes multiple separate and
distinct GIPS-compliant firms, began using the global offering
brand Columbia Threadneedle Investments.

3. A concentrated global equity strategy with a focus on high
quality companies that seeks to deliver both positive sustainable
outcomes, in accordance with the UN Sustainable Development
Goals (SDGs), and superior financial returns. Derivatives are not
allowed. The composite was created November 30, 2018.
4.The portfolio returns used in composites are calculated

using daily authorised global close valuations with cash flows
at start of the day. Composite returns are calculated by using
underlying portfolio beginning of period weights and monthly
returns. Periodic returns are geometrically linked to produce
longer period returns. Gross of fee returns are presented before
management and custodian fees but after the deduction of
trading expenses. Returns are gross of withholding tax. Net of
fee returns are calculated by deducting the representative fee
from the monthly gross return. Policies for valuing investments,
calculating performance, and preparing GIPS Reports, as well as
the list of composite descriptions, list of pooled fund descriptions
for limited distribution pooled funds, and the list of broad
distribution pooled funds are available upon request.

5.The dispersion of annual returns is measured by the equal
weighted standard deviation of portfolio returns represented
within the composite for the full year. Dispersion is only shown
in instances where there are six or more portfolios throughout
the entire reporting period. The Standard Deviation will not be
presented unless there is 36 months of monthly return data
available.

Total
Index Composite  Index Internal Composite Total Firm
Return 3-YrStDev 3-Yr St Dev Dispersion Number of Assets Assets
(%) (%) (%) (%) Portfolios  (mil.) (bil.)
19.04 14.52 16.83 N.A. <5 177.7 161.3
16.82 N.A. N.A. N.A. <5 1.5 149.8
27.30 N.A. N.A. N.A. <5 1.2 140.5

6. The three year annualised ex-post standard deviation
measures the variability of the gross-of-fees composite and
benchmark returns over the preceding 36 month period.

7.The following fee schedule represents the current
representative fee schedule for institutional clients seeking
investment management services in the designated strategy:
0.65% on the first £50m; 0.6% on the next £100m; 0.55%

on the next £350m; 0.5% thereafter. Gross of fee performance
information does not reflect the deduction of management

fees. The following statement demonstrates, with a hypothetical
example, the compound effect fees have on investment return:

If a portfolio’s annual rate of return is 10% for 5 years and the
annual management fee is 65 basis points, the gross total 5-year
return would be 61.1% and the 5-year return net of fees would
be 55.9%.

8.The benchmark for this strategy is the MSCI AC World Index.
The MSCI AC World Index is designed to provide a broad
measure of equity-market performance throughout the world

and is comprised of stocks from 23 developed countries and

24 emerging markets Index returns reflect the reinvestment of
dividends and other earnings and are not covered by the report
of the independent verifiers.

9. Past performance is no guarantee of future results and there is
the possibility of loss of value. There can be no assurance that an
investment objective will be met or that return expectations will
be achieved. Care should be used when comparing these results
to those published by other investment advisers, other investment
vehicles and unmanaged indices due to possible differences in
calculation methods.

10.The percentage of non-fee-paying assets in the composite

as of the end of 2020 and 2019 were 100% and 100%
respectively.

For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). This is an advertising document. The 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.

Notice to Investors in Hong Kong: The contents of this document have not been reviewed by any regulatory authority in Hong Kong (“HK”"). You are advised to exercise
caution in relation to the information presented herein. If you are in any doubt about any of the contents of this document, you should obtain independent professional
advice. Any funds mentioned herein have not been authorised by the Securities and Futures Commission pursuant to the Securities and Futures Ordinance of Hong
Kong (the “Ordinance”). Accordingly, the funds may only be offered or sold in HK to persons who are “professional investors” as defined in the Ordinance and any rules
made under the Ordinance or in circumstances which are permitted under the Companies (Winding Up and Miscellaneous Provisions) Ordinance of Hong Kong and the
Ordinance. In addition, this document may not be issued or possessed for the purposes of issue, whether in HK or elsewhere, and the funds may not be disposed of
to any person unless such person is outside HK, such person is a “professional investor” as defined in the Ordinance and any rules made under the Ordinance or as
otherwise may be permitted by the Ordinance. This document does not constitute investment advice and is issued without regard to specific investment objectives or
the financial situation of any particular recipient.
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Notice to Investors in Singapore: Threadneedle Investments Singapore (Pte.) Limited (“TIS”) holds a capital markets services licence for fund management under the
Securities and Futures Act, Chapter 289 of Singapore (the “SFA”). Columbia Management Investment Advisers, LLC (“CMIA”) and Threadneeedle Asset Management
Limited (“TAML") are each a related corporation of TIS. Pursuant to an arrangement between TIS and CMIA/TAML which has been approved by the Monetary Authority
of Singapore, CMIA and TAML are exempt from the requirement to hold a capital markets services licence for fund management under the SFA in respect of its provision
of fund management services to clients in Singapore in accordance with the terms of the approval. This document has not been reviewed or registered by any regulatory
authority in Singapore. Accordingly, this document may not be circulated or distributed, nor may any funds be offered or sold, or be made the subject of an invitation
for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor pursuant to Section 304 of the SFA, or (ii)
otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Notice to Investors in Malaysia: This document has not been reviewed or approved by any regulatory authority in Malaysia (“MY”). As the recognition by the Malaysian
Securities Commission pursuant to Section 212 of the Malaysian Capital Markets and Services Act 2007 (the “CMSA”) has not been and will not be obtained, any
funds mentioned herein are not being and will not be deemed to be issued, made available, offered for subscription or purchase in MY, and neither this document nor
other material in connection therewith should be distributed, caused to be distributed or circulated in MY, save and except to individuals or other legal entities who
fall under Paragraphs 3(a), 4, 5, 6, 10, 13 and 24 of Schedule 6 to the CMSA. In addition, no legal or natural persons of MY may directly or indirectly purchase any of
the funds or any beneficial interest therein without obtaining all prior governmental approvals that are required, whether statutorily or otherwise. Persons who come
into possession of this document are required by the issuer and its representatives to observe these restrictions.

Notice to Investors in Thailand: This document is not reviewed or approved by the Securities and Exchange Commission, Thailand (“TH”) which takes no responsibility
for its contents. No legal or natural persons of TH may directly or acquire any beneficial interest therein without obtaining all prior TH's governmental approvals that
are required, whether statutorily or otherwise. Persons who come into possession of this document are required by the issuer and its representatives to observe these
restrictions. Columbia Threadneedle Investments is not licensed in TH.

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. Past performance is not a guide to
future performance. The value of investments and any income is not guaranteed and can go down as well as up and may be affected by exchange rate fluctuations.
This means that an investor may not get back the amount invested.Where references are made to portfolio guidelines and features, these are at the discretion of the
portfolio manager and may be subject to change over time and prevailing market conditions. Actual investment parameters will be agreed and set out in the prospectus
or formal investment management agreement. Please note that the performance targets may not be attained.

The research and analysis included in this document has been produced by Columbia Threadneedle Investments for its own investment management activities, may
have been acted upon prior to publication and is made available here incidentally. Any opinions expressed are made as at the date of publication but are subject
to change without notice and should not be seen as investment advice. Information obtained from external sources is believed to be reliable but its accuracy or
completeness cannot be guaranteed.This document includes forward looking statements, including projections of future economic and financial conditions. None of
Columbia Threadneedle Investments, its directors, officers or employees make any representation, warranty, guaranty, or other assurance that any of these forward
looking statements will prove to be accurate. The mention of any specific shares or bonds should not be taken as a recommendation to deal.

This document and its contents are confidential and proprietary. The information provided in this document is for the sole use of those attending the presentation. It
may not be reproduced in any form or passed on to any third party without the express written permission of Columbia Threadneedle Investments. This document is the
property of Columbia Threadneedle Investments and must be returned upon request. This document is not investment, legal, tax, or accounting advice. Investors should
consult with their own professional advisors for advice on any investment, legal, tax, or accounting issues relating an investment with Columbia Threadneedle Investments.
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 2001 (Cth) and relies on Class Order 03/1102 in respect of the financial services it provides to wholesale clients in Australia. This
document should only be distributed in Australia to “wholesale clients” as defined in Section 761G of the Corporations Act. 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.

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.

Issued by Threadneedle Portfolio Services Hong Kong Limited X | #% & & B2 7 7 A PR 22 F). 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 UK: 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.

In Switzerland: Issued by Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41, 8002 Zurich, Switzerland.

In EEA: Threadneedle Management Luxembourg S.A. Registered with the Registre de Commerce et des Societes (Luxembourg), Registered No. B 110242 44, rue de
la Vallée, L-2661 Luxembourg, Grand Duchy of Luxembourg.

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