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Threadneedle (Lux) Pan European Equities is formally adopting
environmental, social and governance criteria — a natural extension
of its successful approach

When the Covid-19 pandemic reached Europe earlier in the year, the impact revealed a lot
about some of the continent’s best-known companies. Philips doubled its production of
ventilators while L'Oreal’ began to mass produce hand sanitiser.

Both companies reacted decisively to the crisis, showing strong management and adapting
quickly to changing market conditions to benefit society.

Selecting high-quality companies such as Philips and L’Oreal is at the heart of the way we
have always managed the Threadneedle (Lux) Pan European Equities Fund. By combining
financial and non-financial (environmental, social and governance — ESG) research, we give
our stock selection an even sharper edge, which we believe can lead to even better investment
performance.

For that reason we are moving to embed ESG analysis formally in the investment process. We
will weight decision making equally between financial and non-financial research, further
enhancing our understanding of management quality and the sustainability of business
models.

Incorporating ESG factors in the remit of the fund is a natural evolution. For more than five
years we have increasingly focused on companies with sustainable competitive advantages
and strong operating practices. We have also increased the intensity of ESG analysis over the
past 18 months, and this has boosted outperformance.

" The mention of any specific shares or bonds should not be taken as a recommendation to deal


http://mysite.columbiathreadneedle.com/Person.aspx?accountname=EUROPE1%5CYB3O

The Pan European equities strategy has shown exceptional resilience during one of the most
testing times ever for stock markets. Over one year to end-April 2020 it fell 4.3% (net of fees)
compared to a fall of 11% for the MSCI Europe index?, this outperformance coming mainly
from our stock selection skills. Longer-term figures show this is not a short-term trend, as we
have demonstrated outperformance over the past decade (Figure 1).

Figure 1: Threadneedle (Lux) Pan European Equities (gross) v MSCI Europe Index
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Source: Columbia Threadneedle Investments. Gross Fund returns are in-house calculated daily time-weighted based
on global close valuations with cash flows at start of day and are gross of fees. Past performance is not a guide to
future performance. Figures correct as at July 2020

To mark the change, on 2 October 2020 we will rename the fund Threadneedle (Lux) Pan
European ESG Equities. Its portfolio already boasts a carbon footprint much lower than the
MSCI Europe Index and holds more companies with the top MSCI ESG ratings than the
benchmark (Figure 2), and we are committing to maintain this record. We will avoid investing in
companies which pollute excessively or exhibit poor governance. We will engage more with
management on ESG issues and continue to vote the shares we hold to encourage positive
change.

ESG analysis will be at centre of how we evaluate a company and is part of our investment
DNA. While previously it was the domain of the responsible investment (RI) team, now portfolio
managers join the calls they have with companies. Understanding the factors underlying ESG
— whether environmental pollutants, treatment of employees or evaluation of the supply chain —
has proved essential not just for judging whether a company is a good corporate citizen, but
also whether it can and will create shareholder value.

2 Morningstar/Columbia Threadneedle Investments, 1 May 2020



Figure 2: Companies held within each MSCI ESG company rating versus benchmark (%)
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Source: MSCI/Columbia Threadneedle Investments, June 2020

Our RI analysts are based in London and Minneapolis and as a firm Columbia Threadneedle
has developed unique RI ratings that bring together ESG and financial stewardship data,
enabling us to assess the quality and sustainability of companies (Figure 3). Quality and
sustainability lie at the heart of our approach.

Unlike other ESG ratings, ours address the most material ESG issues, including accounting
and financial stewardship. Better-rated companies (ranked 1) tend to outperform and the
worst-rated (ranked 5) underperform — we have evidence of this through back-testing, so the
ratings are a proven aid to our research and risk discovery.

Figure 3: Companies held within each Columbia Threadneedle RI rating versus benchmark (%)
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During the recent market volatility, combining financial and non-financial analysis has served
our clients well. We own Lonza, which is developing treatments and hygiene products for
Covid-19, as well as Novo Nordisk and Grifols, shares which have both hit all-time highs this
year. We have also held healthcare firm Roche, and Eurofins, a medical devices company that
has developed Covid-19 tests.

While the market is still assessing the long-term consequences of the pandemic, it has made
ESG issues — particularly the significant social impact of Covid-19 — even more important for
financial prosperity. Regulations and oversight covering emissions and social responsibility are
likely to grow.

In many ways, formalising our mandate is just recognising the inevitable. We have always
focused on high-quality companies with a strong competitive advantage, pricing power and
high barriers to entry. Now, ESG-related issues are increasingly part of this new economic
reality — encompassing both risks and opportunities. For tomorrow's winners, they help create
and boost economic returns, and we are committed to being a part of that.



Important information: 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. 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. This is an
advertising document. Threadneedle (Lux) is an investment company with variable capital (Société
d’investissement a capital variable, or "SICAV") formed under the laws of the Grand Duchy of Luxembourg. The
SICAV issues, redeems and exchanges shares of different classes. The management company of the SICAV is
Threadneedle Management Luxembourg S.A, who is advised by Threadneedle Asset Management Ltd. and/or
selected sub-advisors. Certain sub-funds of the SICAV are registered in Austria, Belgium, Denmark, France,
Finland, Germany, Hong Kong, Iceland, Ireland, Italy, Liechtenstein, Luxembourg, Macau, the Netherlands,
Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the UAE and the UK; however, this is subject to
applicable jurisdictions and some sub-funds and/or share classes may not be available in all jurisdictions. Shares in
the Funds may not be offered to the public in any other country and this document must not be issued, circulated or
distributed other than in circumstances which do not constitute an offer to the public and are in accordance with
applicable local legislation. Threadneedle (Lux) is authorised in Spain by the Comision Nacional del Mercado de
Valores (CNMV) and registered with the relevant CNMV's Registered with number 177. Shares in the Funds may
not be offered, sold or delivered directly or indirectly in the United States or to or for the account or benefit of any
“U.S. Person”, as defined in Regulation S under the 1933 Act. 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. Documents other than KlIDs are available in English, French, German, Portuguese,
Italian, Spanish and Dutch (no Dutch Prospectus). KlIDs are available in local languages. Documents can be
obtained free of charge on request by writing to the management company at 44, rue de la Vallée, L-2661
Luxembourg, Grand Duchy of Luxembourg, from International Financial Data Services (Luxembourg) S.A. at 47,
avenue John F. Kennedy, L-1855 Luxembourg, Grand Duchy of Luxembourg, from
www.columbiathreadneedle.com and/or from: in Austria from Erste Bank, Graben 21 A-1010 Vienna; in Belgium:
CACEIS Belgium S.A., avenue du Port 86 C b 320, 1000 Brussels; in France from CACEIS Bank, 1/3 Place
Valhubert, 75013 Paris; in Germany from JP Morgan AG, Junghofstr. 14, 60311 Frankfurt; in Sweden from
Skandinaviska Enskilda Banken AB (publ), Kungstradgardsgatan, SE-10640 Stockholm, Sweden; in the UK from
JPMorgan Worldwide Securities Services, 60 Victoria Embankment, London EC4Y 0JP. Het compartiment is op
grond van artikel 1:107 van de Wet op het financieel toezicht opgenomen in het register dat wordt gehouden door
de Autoriteit Financiéle Markten. / Pursuant to article 1:107 of the Act of Financial Supervision, the subfund is
included in the register that is kept by the AFM. Please read the Prospectus before investing. For Swiss investors:
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, which can be obtained free of charge on request, 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 above documents and the instrument of incorporation can be
obtained from our representative and Paying Agent in Switzerland, RBC Investor Services Bank S.A., Esch-sur-
Alzette, succursale de Zurich, Badenerstrasse 567, Case Postale 101, CH-8066 Zurich.

The mention of any specific shares or bonds should not be taken as a recommendation to deal. 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. This document is a marketing
communication. The analysis included in this document have not been prepared in accordance with the legal
requirements designed to promote its independence and have 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.

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.
In the UK 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.

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

columbiathreadneedle.com 3265054



