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Markets have been trying to digest the impact of Covid-19 on
economic activity and government policy. This is hard. The financial
impact will be a function not only of the spread and lethality of the
virus, but on the response of people and governments to the threat
the virus poses to public health.

Markets are essentially trying to assess the outcome of two (still evolving) policies with opposing
economic impacts — public health measures on the one hand, and monetary and fiscal stimulus
on the other. The fiscal response has been variable in both size and focus; the monetary
response, meanwhile, has been huge.

Despite meaningful stimulus measures being delivered (with more anticipated), the speed of the
market moves has been astonishing, further fuelled by the collapse in the price of oil. Equities
have fallen up to 35% from their January highs'; credit spreads are back to levels not seen since
2012 (and are quickly pushing through this); and core government bond yields fell to new lows.
The feedback loop between volatility-sensitive strategies and higher experienced volatility has
been particularly intense. This has led to ETFs, for example, trading multiple percentage points
below NAV.

Resulting portfolio activity in our multi-asset funds has been based on an overarching
understanding that the impact of Covid-19 on economic activity is severe, but temporary — but
the depth and duration are unknown. Valuations are cheap, but not so cheap as to drive a
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meaningful increase in our risk appetite at this juncture. Rather, we have maintained or raised
cash and are gradually nibbling into our favoured asset classes and taking profit in areas such
as long duration that have done well.

Portfolio

In the Threadneedle Dynamic Real Return Fund, this has meant adding to Asian and US
equities. Asia is furthest along in fighting the virus and is supported by plenty of policy stimulus.
US equities provide our clients with more exposure to quality global businesses with strong
balance sheets. Meanwhile, we took some profits in US TIPS (Treasury Inflation-Protected
Securities), which rallied as markets sought safe havens and discounted central banks moving
to their lower policy bounds.
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Important Information: For internal use by Professional and/or Qualified Investors only (not to be used
with or passed on to retail clients).
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. Your capital is at Risk. Threadneedle Opportunity
Investment Funds ICVC (TOIF) is an open-ended investment company structured as an umbrella company,
incorporated in England and Wales, authorised and regulated in the UK by the Financial Conduct Authority
(FCA) as a Non-UCITS scheme. This material is for information only and does not constitute an offer or
solicitation of an order to buy or sell any securities or other financial instruments, or to provide investment
advice or services. Subscriptions to a Fund may only be made on the basis of the current Prospectus and
the Key Investor Information Document, as well as the latest annual or interim reports and the applicable
terms & conditions. Please refer to the "Risk Factors’ section of the Prospectus for all risks applicable to
investing in any fund and specifically this Fund. The fund characteristics described above are internal
guidelines (rather than limits and controls). They do not form part of the fund’s objective and policy and
are subject to change without notice in the future. The fund characteristics described above are internal
guidelines (rather than limits and controls). They do not form part of the fund’s objective and policy and
are subject to change without notice in the future. The above documents can be obtained free of charge
on request from: Columbia Threadneedle Investments PO Box 10033, Chelmsford, Essex CM99 2AL. The
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. Issued by Threadneedle
Investment Services Limited. Registered in England and Wales, Registered No. 3701768, Cannon Place, 78
Cannon Street, London ECAN 6AG, United Kingdom. Authorised and regulated in the UK by the Financial
Conduct Authority. Columbia Threadneedle Investments is the global brand name of the Columbia and
Threadneedle group of companies
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