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At Columbia Threadneedle Investments, our team of 180 analysts
and research associates is dedicated to original, independent
research. Working collaboratively across all major asset classes our
teams utilize big data and analytics, such as machine learning and
augmented intelligence, to turn information into forward-looking
insights that add real value to investment decisions, enabling
consistent and replicable outcomes for our clients.

In response to the evolving Covid-19 pandemic, we are focusing our research efforts on four
broad areas: 1) The health care impacts; 2) The economic impacts; 3) The market impacts; and
4) Long-term implications.

The health care impacts

The first step is to understand the spread of the virus and disease. We are not medical
professionals, but our research experts understand data and statistics. They are analysing the
spread of Covid-19 —the success or failure of containment policies and studying attempts to
‘normalize’ economic activity as infection rates ease. They are also evaluating the recovery
rates and mortality rates — here the demographic profile of mortality is key. If the distribution of
mortality changed materially to affect the active labour force, the impact of longer-term
aggregate global economic recovery and growth could be damaging, and forecasts would
need to change. However, even if current mortality trends persist there may be behavioural
changes that impact how consumers spend or save and how firms organise supply chains.



While we wait for news on anti-viral treatments (evenif successful the vaccine may not be
ready until Q3, 2021), we are busy exploring related areas. These include the IL-6 treatments
for lung issues —which bring potentially lower mortality rates and shorter use of ventilators — as
well as assessing the implications of the delay in treatments for other medical conditions.

Our working assumptionis that recovery will be activated by a series of dials,nota
single switch. Recovery will also come at different rates by region and industry.

The economic impacts

The health care impacts of Covid-19 are directly linked to what happens in the global
economy. As official measures of the economic impact are released, we will see a significant
contraction in activity worldwide as a result of the shutdown.

In terms of data, the impact of the economic freeze is seenfirst onjobs; unemployment will
rise dramatically, with the peak expected in the second quarter numbers. GDP contraction will
follow — for example, the recent eurozone PMI (Purchasing Managers Index) was very weak
and appears consistent with a 10% contractionin eurozone growth.

While ‘normal’ economic metrics help us quantify what has happened they are not as useful in
helping us consider what will happen. Consequently, we have switched our focus to different
economic indicators. These include levels of pollution, traffic and mobile phone movement —
which imply, when cross referenced, if movement is picking up which may be a leading
indicator for economic activity. Regarding movement of people, we are focusing more on
weekend movement (which may be voluntary) as a measure of sustainability, rather than
Monday-Friday movement (this may be more employer induced).

In order to provide for debate and collaboration, it is necessary to create a consistent set of
definitions. We have defined arbitrary economic recovery ‘shapes’ in order to provide
consistency to our research.

V, U or L are defined as the potential paths taken to return to Q4, 2019 levels:

o V- shaped recovery in six quarters (Q4, 2021)
. U- shaped recovery in 10 quarters (Q4, 2022)
. L-shaped recovery beyond 2022.

Our current base case is a variation on a ‘U’ shaped recovery. The total length of time to
recoverto Q4, 2019 levels is as described above, but the recovery path is complicated by a
second and third wave of infection within the recovery period. We expect the health care
response and economic impacts to be better and less severe respectively in each recurrence,
based on the input of our health care research team. Our base case also assumes the
continuation and, in some instances, the expansion of central bank and fiscal intervention.
These measures are the essential bridge over the deep economic valley we are experiencing.

A critical additional input to our economic forecasts will be the feedback we receive from the
thousands of companies we research globally. This bottom up input will be critical to cross
reference with top-down assumptions.

Ultimately, the duration and intensity of this unprecedented economic shock depends
on the duration of the shutdown.



The market impacts

Our asset class experts and global research teams are building scenarios based on the
economic base case and a more severe bear case for corporate cash flow (the air that keeps
companies alive now); balance sheet, (the water that keeps them alive medium term); and
growth (the food that helps them and the overall economy grow and remain healthy).

Long-term implications

We need to understand the behavioural and policy changes the pandemic and economic shock
will bring about. Therefore, we have created a team to think about the longer-term implications
outside the frenzy of the current environment.
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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).
Source for all data and information is Bloomberg, unless otherwise stated. Past performance is not a guide to future performance. Your
capital is at risk. The value of investments and any income is not guaranteed and can go down as wel as up and may be affected by
exchange rate fluctuations. This means that an investor may not get back the amount invested. 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. Where references are made to portfolio guidelines andfeatures, these are at the discretion of the portfolio manager and
may be subject to change over time and prevailing market conditions. Actua 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 analysis
included in this document has beenproducedby Columbia Threadneedle Investments forits 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 extemal
sources is believed to be reliable, but its accuracy or completeness cannot be guaranteed. Any opinions expressed are made as at the
date of publication but are subject to change without notice. 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 otherassurance 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 receiving the document. It may not be reproduced in any
form or passed on to any third party without the express written permission of Columbia Threadneede 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. This document is distributed by Columbia Threadneedle
Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority (DFSA). For Distributors: This documentis 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 criteriato be classified as a Professional Client or Market Counterparty and no other Person should act upon
it. Issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. Registered Office: Cannon Place,
78 Cannon Street, London EC4N 6AG. 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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