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Negative, unchanged and positive impacts

When it comes to evaluating the winners and losers resulting from Covid-19,
studying underlying business models is more revealing than reviewing traditional
sectors. Conventional industry classifications, or codes, have become less
insightful as company business models have evolved. For example, is Amazon

a technology company, a retailer or both”? Now, Covid-19 will alter long-term
customer behaviour and change the nature of their transactions.

Having different perspectives and debating Broadly speaking, the three categories are:
different views within the Columbia Threadneedle
Investments research team often delivers the
greatest insights. In the past few years, the
research team has been re-orientated and

1. Negative impact - business model not
expected to recover to pre-Covid-19 levels,
for example traditional retail.

expanded to focus on the areas where we can 2. Unchanged - business model expected
add most value for clients. Among other areas, to recover to Covid-19 levels, for example
we have expanded the data science team and pharmaceuticals.

the responsible investment (RI) team. 3. Positive impact - business model expected

to exceed pre-Covid-19 levels, for example

Our research teams have split business models . .
internet retail.

into three groups, identifying how the shifts in
consumer behaviour resulting from Covid-19
are likely to impact their recovery prospects.
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Without doubt, Covid-19 is a significant turning point and will have a long-term impact. Depending on
whether a vaccine is developed, it is likely to alter people’s behaviour for years to come, changing how
consumers interact and transact with companies. But it is not just a company’s relationship with its
ultimate customer that is impacted. Supply chain resiliency and flexibility has become more critical than
pure efficiency. Those companies with the means to not be locked in to current infrastructure, or able
to pivot quickly, could gain share.

To a certain extent, the crisis has accelerated long-term trends that were in place beforehand.

If there were three areas it was important to understand before the crisis, they were technology,
healthcare and the financial ecosystem. As the pandemic accelerates existing economic and social
trends, it has magnified the importance of these three themes. Technology and healthcare will be key
sources of future sustainable growth. The figure below highlights fundamental share gains over the past
20 years. Finally, understanding financial liquidity is critical, not so much for discovering banks to invest
in, but because readily available capital greases the global economy. The soundness of the financial
system is critical for all businesses. Identifying potential pain points, identifying key investment risks
and opportunities.

FIGURE 1: TECH & HEALTHCARE SHARE % OF FUNDAMENTALS & MKT CAP
RUSSELL 1000 EX FINANCIALS, UTILITIES, REITS
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Source: Columbia Threadneedle Investments, Compustat, Bloomberg as at May 2020.

Discovering opportunities and challenges that the market has overlooked would not be complete
without RI or environmental, social and governance (ESG) research, particularly because the pandemic
has highlighted social issues. ESG is a non-financial measure of a company’s quality that complements
financial analysis. It reveals how well a company has thought about elements of its operations, including
the quality of the management and rigour of the governance structure. It signals how well a company is
likely to be able to grow organically, as well as how adaptable and innovative it is likely to be.



After Covid-19, social issues will be more important, with major implications for businesses.
Columbia Threadneedle Investments’ Rl analysts work closely with the fundamental equity and fixed
income analysts to engage companies and to learn about how companies are responding to heightened
sensitivity towards social issues. In a recent engagement call with Amazon, addressing the news
surrounding their handling of Covid-19 and employee wellbeing, management detailed plans around
keeping employee health and wellbeing at the forefront as a priority during this time period.

A time for forward-looking, independent research

Rarely has there been a greater need for analytical insight. Over the next two years, companies will
have to endure an extremely testing economic environment that not all business models will survive.
We believe that the most likely path of recovery is U-shaped, with a possible re-emergence of the virus
in the autumn, a 6%-8% decline in US GDP growth in 2020 and eventual economic recovery in 2022.

Columbia Threadneedle Investments’ fundamental US equity research team anticipates aggregate
revenue and net income to recover faster than the economy as larger cap companies with exposure
to durable growth outpace the broader economy, with levels returning to fourth quarter 2019 figures
by the middle of 2021.

FIGURE 2: AGGREGATE QUARTERLY SALES & NET INCOME
INDEXED TO 4Q19
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But as the estimates from the investment grade and high yield fixed income teams highlight, the
recovery is not expected to be even across all business models, with those identified as being negatively

impacted by Covid-19 struggling to recover over the next three years.

FIGURE 3: REVENUE & GROWTH
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This is also a time of great change in people’s business models with a laser focus is where

behaviour, in the interaction of consumers with the opportunity to uncover value lies. Covid-19
businesses and the nature of transactions. is a true gamechanger that presents active

Some of the long-term impacts such as more investment managers with a challenge, as well
working from home and using less office space as the opportunity, to discover the varying effects
are well known, but how that ripples out through and position portfolios accordingly. More than
different business models and across supply ever, now is a time when original, forward-looking,
chains is not. independent research will be critical in pursuing

' o _ ' consistent investment returns.
This pandemic is a big moment for economies,

a rare event that truly deserves to be described
as a crisis. Analysing its impact on different
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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
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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. 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 X F 4% & & 32 & 7 45 PR 22 R]. 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 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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