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On Rl investing the US is once again
the land of opportunity

While one in every three
dollars in the US is managed
following sustainable
investment strategies, and
the nation is the world’s
largest country issuer of
green bonds, there remain
significant opportunities for
growth. Early signs indicate
the Biden administration
could provide a ‘turbo boost..

When it comes to climate change,

the intentions of President Biden's
administration could hardly be clearer:
within hours of assuming power he had
announced that the US would rejoin
the Paris agreement.® Since then the
US has announced targets in line with
Article 4 of the Paris Agreement to cut
emissions to 50%-52% below 2005
levels by 2030 and to achieve carbon
neutrality by 2050.2

There has been similar positive
impetus in responsible investment (RI).
Biden's choice as head of the National
Economic Council, Brian Deese, is an
expert in sustainable investing. Further,
Biden has created the position of
climate tsar on the National Security
Council. Most crucially, he has also
begun to roll back key regulations

introduced in the Trump era which were
designed to discourage investments
based on environmental, social and
governance (ESQG) criteria.

Earlier this year the Department of
Labor announced it would not enforce
a requirement for plan sponsors

such as 401(k) providers to take and
document certain steps to confirm
that they were not sacrificing financial
returns when devoting money to
environment, social and governance
-focused investments.® Separately,
having voted in 2020 against requiring
certain disclosures relating to ESG, the
Securities and Exchange Commission
(SEC) is now preparing a framework of
rules to govern ESG reporting.*

Despite a pushback against

ESG investing under the Trump
administration, the sector is well-
poised. At the start of 2020, total
US domiciled assets under
management following sustainable
investment strategies® had grown to
$17.1 trillion, up from $12 trillion at
the start of 2018 and representing a
third of all assets under professional
management.®

Institutional investors make up a

large proportion of this, accounting

for $6.2 trillion at the end of last year,
with public pension funds representing
more than half that total.”

Sustainable funds in the US also
continue to attract record inflows.
In 2020, flows into US open-ended
and exchange-traded sustainable
funds hit $51.1 billion, more than
double the year before and almost
10 times the level of 2018, both of
which were record years.® According
to research from Morningstar,
investments into sustainable funds
represented 24% of total flows into
US stock and bond funds in 2020.

The Covid-19 pandemic, combined

with the 2020 election result and
growing concerns over climate change,
are likely to support continued strong
investment flows into sustainable funds.

When it comes to green finance,

the US also boasts a vibrant market.
In green bonds, it tops global
rankings with $51.1 billion of issues
in 2020, according to Climate Bonds
Initiative.® However, Germany and
France, in second and third place
with $40.2 billion and $32.1 billion
of issuance respectively,® have more
developed green bond markets
relative to the size of their economies,
in part because both countries have
launched benchmark-setting
sovereign green bonds.

To date, there has been a reluctance by
the US Treasury to follow suit. But, given
Biden's commitment to tackling climate



change, analysts are closely watching
whether the current US government
will soon commit to launching a green
bond, a move which would add further
impetus to the market.

Even so, counting all cumulative
debt issued, the US remains the
world’s largest single country issuer
of green, social and sustainability
(GSS) bonds, buoyed by multiple
repeat issues of green and social
bonds by Fannie Mae, a large guarantor
of mortgages. In fact, Fannie Mae is
the largest green issuer in the US: by
the end of Q1 2021 it had launched
4,200 deals totalling $94 billion.*

Green bonds have a significant role

to play in transitioning the US to a
greener economy. Globally, energy was
the most popular use of proceeds

of green bonds in 2020, followed by
low carbon buildings and low carbon
transport. The US is little different.
Since the inception of the US market,
buildings have been the leading use of
proceeds of green bonds followed by
renewable energy.

Despite this, the US economy remains
heavily reliant on fossil fuels. Last year
the country was the largest oil and
natural gas producer globally, and in
2019 82% of primary energy production
in the US came from fossil fuels —
down from just 86% in 1990.%2

But the Biden administration has
set ambitious targets for change.
Currently, almost two thirds of
electricity generation comes from
fossil fuels. Under the US
decarbonisation policy, Biden has
set a goal to reach 100% net neutral
electricity by 2035. This should help
underpin further strong growth in

US green bonds.

There is certainly massive growth
potential. Despite its size, GSS debt
represents only a tiny proportion of
debt markets and, in the US, just
0.6% of the $46 trillion US bond
markets.'3

To date, the largest green bond

from a non-financial corporate is the
$1.5 billion issue by Apple in 2016,
the proceeds of which were used for
renewable energy and energy and
water efficiency projects. Indeed,
companies like Apple, Microsoft,
Berkshire Hathaway and Visa are
viewed as leaders in sustainability,
helping propel the US to 13th place
in a global ranking of 48 countries,
according to the latest Morningstar
Sustainability Index.'* However, Europe
continues to lead this index with the
Netherlands, France and Finland the
top three countries in the world when
it comes to corporate-level
sustainability.

It is clear the European Union (EU)

has progressed further than the

US when it comes to sustainable
investing. This has been partly through
the European Green Deal which is
aiming for European climate neutrality
by 2050, and EU Taxonomy rules which
require financial services firms to
disclose how products fare in terms

of environmental sustainability.

Despite a strong global position in
green bonds and sustainable investing,
it is time for the US to play catch up.
From roll backs of anti-ESG rules to

the US government's $2 trillion climate
plan, the early signs from the Biden
administration for both green finance
and responsible investment are positive.
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https://www.state.gov/the-united-states-officially-
rejoins-the-paris-agreement/

United States of America Nationally Determined
Contribution, April 21, 2021.

U.S. Department of Labor Backtracks on
Controversial Trump-Era ESG Rules, ESG Today,
https://www.esgtoday.com/ u-s-department-of-
labor-backtracks-on-controversial-trump-era-esg-
rules/

SEC to Move Quickly on Proposed ESG Disclosures,
The National Law Review,
https://www.natlawreview.com/article/sec-to-
move-quickly-proposed-esg-disclosures

US SIF counts two main strategies as sustainable
investing: ESG incorporation (applying various
environmental, social and governance (ESG)
criteria in investment analysis and portfolio
selection) and filing shareholder resolutions on
ESG issues.

The US SIF Foundation’s Biennial “Trends Report”
Finds That Sustainable Investing Assets Reach
$17.1 Trillion, US SIF, https://www.ussif.org/
blog_home.asp?Display=155

Sustainable and Impact Investing - Institutional
Investors 2020, US SIF, https://www.ussif.org/
Files/Trends/2020%20Trends%20Report%20
InfoGraphic%20-%20Institutional%20Investors.
PDF

A Broken Record: Flows for U.S. Sustainable Funds
Again Reach New Heights, Morningstar,
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again-reach-new-heights
https://www.cnbc.com/2021/02/11/sustainable-
investment-funds-more-than-doubled-in-2020-.
html

Record $269.5bn green issuance for 2020:

Late surge sees pandemic year pip 2019 total

by $3bn, Climate Bonds Initiative,
https://www.climatebonds.net/2021/01/record-
2695bn-green-issuance-2020-late-surge-sees-
pandemic-year-pip-2019-total-3bn

North America State of the Market 2021, Climate
Bonds Initiative, https://www.climatebonds.net/
files/reports/north_america_sotm_final.pdf
North America State of the Market 2021, Climate
Bonds Initiative, https://www.climatebonds.net/
files/reports/north_america_sotm_final.pdf
North America State of the Market 2021, Climate
Bonds Initiative, https://www.climatebonds.net/
files/reports/north_america_sotm_final.pdf
Morningstar Sustainability Atlas, Morningstar,
https://www.morningstar.com/content/dam/
marketing/emea/shared/guides/ Sustainability_
Atlas_2021_April.pdf?utm_source=eloqua&utm_
medium=email&utm_campaign=&utm_
content=22496

Mention of specific issuers is not a
recommendation to deal.
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Important Information:
For use by professional clients and/or equivalent investor types in your jurisdiction (not to be used with or passed on to retail clients). This is an advertising
document. 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.

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. Risks are enhanced for emerging market issuers.

The securities included herein are for illustrative purposes only, subject to change and should not he 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 appropriate 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
is an advertising document. 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 advertisement has not
been reviewed by the Monetary Authority of Singapore.

In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited K | $% & & 28 & 7 A PR 2 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 the USA: Investment products offered through Columbia Management Investment Distributors, Inc., member FINRA. Advisory services provided by Columbia Management
Investment Advisers, LLC. Collectively, these entities are known as Columbia Management.

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.

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

In the Middle East: 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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