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Our proprietary responsible investment ratings is an
innovative tool that combines ESG and financial
stewardship data to create a single company rating for
5,500 listed equities globally. So how do our PMs use it?

How do the ratings improve portfolio management?
Ann Steele
Senior portfolio manager,
European Equities

A company’s financial sustainability is linked to the
sustainability of its business model and the quality of its
management.
RI ratings provide evidence of this – back-testing shows that
better-rated companies outperform and worse-rated
underperform. The ratings give us a consistent, detailed dataset to assess the quality and sustainability of the companies
we hold. These concepts – quality and sustainability – lie at
the heart of our approach. The logical and necessary
evolution is to include RI factors in the analysis.

What is the particular advantage in the combined nature of the
ratings – looking at both traditional ESG metrics and financial
stewardship?
The third-party ESG ratings originated in a vacuum and are
not designed to help investment decision-making. Material
ESG issues – the ones most likely to drive a share price – are
often clouded by peripheral distractions or legacy
controversies. They don’t address the quality and prudence of
accounting and capital management: these fall outside
traditional ESG analysis but are key to the stewardship of a
business.
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By contrast, our RI ratings focus on the most material ESG issues as well as accounting and
financial stewardship models. They use frameworks agreed by industry experts and supported
by academic research; likely outcomes can be derived from robust back-testing.

Are there specific themes or issues which the ratings have highlighted to you?
Climate-related risks are highlighted in more than 90% of the industry models within the RI
ratings. We analyse complimentary data, for instance carbon emissions and water intensity, as
this helps us optimise portfolio management, meeting clients’ objectives, as well as helping us
monitor and report to clients.

Will you use the ratings as part of a risk management toolset?
The ratings help us in the risk discovery process. They are insightful not only for fund
management but across other areas of our business, for instance portfolio and risk monitoring.
Clients and regulators are increasingly focused on this area, and there is an underlying dynamic
at play. Sustainability-related risks increasingly shape economic reality. Investment firms with
the awareness and information to anticipate them will be best placed for the future.
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Important information. For investment professionals only, not to be relied upon by private investors. 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. 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. The mention
of any specific shares or bonds should not be taken as a recommendation to deal. 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. This material 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, guarantee or other assurance that any of these
forward-looking statements will prove to be accurate. Issued by Threadneedle Asset Management Limited (TAML). 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. TAML has a cross-border licence from the Korean Financial Services Commission for Discretionary Investment Management
Business. Issued by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香港有限公司. Unit 3004, Two Exchange Square, 8 Connaught
Place, Hong Kong, which is licensed by the Securities and Futures Commission to conduct Type 1 regulated activities (CE:AQA779). Registered in Hong
Kong under the Companies Ordinance (Chapter 622), No. 1173058. Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road,
#07-07, Winsland House 1, Singapore 239519, regulated in Singapore by the Monetary Authority of Singapore under the Securities and Futures Act
(Chapter 289). Registration number: 201101559W. 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. This document should only be distributed in Australia to “wholesale
clients” as defined in Section 761G of the Corporations Act. TIS is regulated in Singapore by the Monetary Authority of Singapore under the Securities
and Futures Act (Chapter 289), Registration number: 201101559W which differ from Australian laws. Issued by Threadneedle Asset Management
Malaysia Sdn Bhd, Unit 14-1 Level 14, Wisma UOA Damansara II, No 6 Changkat Semantan, Damansara Heights 50490 Kuala Lumpur, Malaysia
regulated in Malaysia by Securities Commission Malaysia. Registration number: 1041082-W. 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 Marketing 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. columbiathreadneedle.com
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