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The textiles industry is one of the most pollutive in the world, emitting
more COZ2 than aviation and shipping combined. But a leading sports
firm is showing one way the sector can embrace radical change

I love shopping for clothes — | admit it. But increasingly, my shopping is tinged with guilt. | am
now much more aware of the terrible environmental impact that comes with fashion, with the
textiles industry one of the most pollutive in the world. Around 100 billion apparel items are sold
per year, which is a circa 50% increase versus 2006." This is in large part due to the rise of “fast
fashion” — ie cheap, high-fashion items. In fact, the industry now emits more CO2 than the
aviation and shipping industries combined, and uses 79 billion m3 of fresh water a year while
causing around 20% of industrial water pollution.

But unfortunately, very little of what the industry produces is recycled and reused, with the
majority of items ending up in landfill or incinerated within a year of production.? Indeed,
according to the Ellen Macarthur foundation, the global fashion industry produces about 53
million tonnes of fibre a year, of which more than 70% ends up in landfills or on bonfires. Less
than 1% is reused to make new clothes.?

This raised awareness has changed my consumption patterns — | now buy fewer but higher-
quality items. In addition, | have changed my negative view of buying second-hand clothing and
now happily scour for bargains either through online platforms or local charity shops. And it looks
like I'm not alone: 70% of women either have, or are now open to, shopping second-hand up
from 45% in 2016.4 As a result, rental and resale fashion platforms are seeing strong growth. In
the Threadneedle Global Sustainable Global Equity strategy we own one such resale platform,
Mercari, which has seen accelerated growth over the past year in its two key markets of Japan
and US, with both users and engagement on its platform increasing.

" https://www.ubs.com/global/en/investment-bank/in-focus/2021/industry-at-risk.html?caasID=CAAS-ActivityStream
2 https://www.ubs.com/global/en/investment-bank/in-focus/2021/industry-at-risk.html?caas|D=CAAS-ActivityStream
3 https://theconversation.com/fashion-production-is-modern-slavery-5-things-you-can-do-to-help-now-115889

4 GlobalData Consumer Survey, December 2019-January 2020



In fact, consumers are increasingly prioritising sustainability, which is starting to influence the
way they shop. Nearly 2.5x more consumers plan to shift their spend to sustainable brands.5 At
the same time, regulation around building a more circular economy is rising too, such as the EU
Circular Economy Action plan which aims to shift production and consumption from the linear
“Take, Make, Dispose” model to more circular use of products and materials.®

Adidas has been a core holding since the inception of the Threadneedle Global Sustainable
Equity strategy. Its production and promotion of technical sports performance products
contributes positively to our social theme of “Good Health and Wellbeing”.

But if we own a textile company, we also want its products to not have a detrimental impact on
the environment. Fitness wear is generally worn more frequently and retained for longer than
high-fashion items. In addition, Adidas is a sustainable leader in the industry. At its Capital
Markets day in March, sustainability was once again front and centre of its agenda. It detailed its
innovation around making its products more circular and sustainable and highlighted its target to
have nine out of 10 of its articles environmentally sustainable by 2025 using a “Three-loop”
strategy”’:

1. Recyled loop Sourcing recycled raw materials from outside of its own products, namely
100% recycled polyester or Parley ocean plastic waste (upcycled plastic waste collected
on shorelines and coastal areas).

2. Circular loop Producing products that can then be recycled and remade into new
Adidas products — "made to be remade". It has launched an Ultraboost trainer that can be
returned, recycled and subsequently remade into a new pair, with the aim to expand this
concept to more franchises and categories overtime.

3. Regenerative loop Where products cannot fit into the above categories, Adidas aims
to make these products from natural materials that can biodegrade.

Management has in fact set a target for 100% of its
products to use only recycled polyester by 2024 aided by
the introduction of its sustainable fabrics. All of which
sounds positive, but we wanted to see first-hand how
sustainability was embedded into the company’s
marketing and products on the shop floor. So, more than
a year since our last visit we revisited the Adidas flagship
store on Oxford Street, London.

Adidas has improved the integration of sustainability
across its product ranges. Before, “green” ranges were
- . il o showcased separately and in very limited parts of the
store. Today, recycled materials are evident across all their ranges throughout the store.

5 https://www.thredup.com/resale/#methodology-and-sources

8 https://ec.europa.eu/environment/topics/circular-economy/first-circular-economy-action-plan_en

" Unless stated elsewhere, all facts and figures regarding Adidas are from this document:
https://news.adidas.com/running/adidas-aims-to-end-plastic-waste-with-innovation---partnerships-as-the-
solutions/s/be70ac18-1fc9-45c1-9413-d8abaac2e849



Adidas uses two sustainable materials in its ranges, which are clearly marked (via a label) on
different apparel items and trainers:

e Primeblue This is a high-performance yarn made with at least 50% Parley ocean plastic.

e Primegreen This is a series of high-performance materials that are made from recycled
ingredients.

PRIMEBLUE

MADE WITH PARLEY OCEAN PLASTIC

enting it from g
5 minimum of 4

up a substantial percentage of each range. This is a huge advance from a year ago.

Adidas also aims to implement sustainability innovation at scale to make its most popular
products its most sustainable. This was on display upon entering the flagship London store
where you are greeted with its new “green” Stan Smith selection, one of Adidas’s most iconic
trainer franchises which are now made from either Primeblue or Primegreen materials. It also
showcased an industry first: a Stan Smith made using Mylo, a mushroom-based material that
performs like leather but is biodegradable.

Another in-store service is the “Sneaker services” repair station.
This allows customers to repair their trainers, preventing early
and unnecessary disposal. Extending the life of a garment by
just nine months reduces its environmental impact by an
impressive 20%-30%.8

There was also evidence of progress in targeting our social
outcome of “Good health and Wellbeing”:

e Expanding sizing in apparel ranges Previously there was a separate section for plus sizes.
This has now been replaced with expanded sizing integrated across all ranges as well as the
use of plus-size dummies to model clothes for both women’s and men’s ranges. This helps
promote inclusion in sport and exercise.

8 https://traid.org.uk/wp-content/uploads/2018/09/impacts_of_clothing_factsheet_23percent.pdf



¢ Greater focus and dedicated innovation around women’s training Adidas has increased
investment in women’s training ranges. This was evident in-store from the impressive
technical items in the women’s Terrex outdoor range to displays of its exciting new women’s

Tennis range.

Digital is another key area of investment for the firm, and the integration of digital and
sustainability was on display in the store. For example, there were photo booths where you can
take and share your picture and environmental pledge with the online Adidas community.

Overall, we walked away confident that Adidas might achieve its corporate mission: “Through
sport we have the power to change lives. By striving to expand the limits of human possibilities,
to include and unite all people in sport and to create a more sustainable world”.®

Threadneedle Global Sustainable Equity Composite

GIPS Report: Columbia Threadneedle Investments EMEA APAC

Reporting Currency: USD

Statement of Performance Results

Gross-of-fees Net-of-fees
Calendar Return Return
Year (%) (%)
2020 28.12 27.30
2019 33.17 32.32

Inception Date: 12/31/2018

1. Columbia Threadneedle Investments EMEA APAC ‘the Firm’
claims compliance with the Glebal Investment Performance
Standards (GIPS®) and has prepared and presented this report
in compliance with the GIPS Standards. Columbia Threadneedle
Investments EMEA APAC has been independently verified by Emst
& Young LLP for the periods 1st January 2000 to 31st December
2018. The verification reports are available upon request. A firm
that claims compliance with the GIPS standards must establish
policies and procedures for complying with all the applicable
requirements of the GIPS standards. Verification provides
assurance on whether the firm’s policies and procedures related
to composite and pooled fund maintenance, as well as the
calculation, presentation, and distribution of performance, have
been designed in compliance with the GIPS standards and have
been implemented on a firm-wide basis. Verification does not
provide assurance on the accuracy of any specific performance
report. GIPS® is a registered trademark of CFA Institute. CFA
Institute does not endorse or promote this organization, nor does
it warrant the accuracy or quality of the content contained herein.

2.The ‘Firm’ is defined as all portfolios managed by Columbia
Threadneedle Investments EMEA APAC (prior to 1 January 2021,
the firm was known as Threadneedle Asset Management) which
includes Threadneed|e Asset Management Limited, (TAML),
Threadneedle International Limited, (TINTL), Threadneedle
Investments Singapore (Pte.) Limited, (TIS), and Threadneedle
Management Luxembourg S.A. (TMLSA), excluding directly
invested property portfolios. The firm definition was expanded in
2015 to include portfolios managed by then newly established
affiliates of Threadneedle Asset Management in Singapore. TAML
&TINTL are authorized and regulated in the UK by the Financial
Conduct Authority (FCA). TINTL is also registered as an investment
adviser with the U.S. Securities and Exchange Commission and
as a Commodities Trading Advisor with the U.S. Commaodity

Index

Return

Composite  Index Internal

3-Yr St Dev

(%) (%) (%) (%)
16.82 N.A. NA. NA.
27.30 N.A. N.A. NA.

Futures Trading Commission. TIS is regulated in Singapore by
the Monetary Authernty of Singapore, TMLSA is autherised and
regulated in Luxembourg by the Commission de Surveillance du
Secteur Financier (CSSF). On 1 July 2020, Threadneedle Asset
Management Malaysia Sdn. Bhd (TAMM) was removed from the
firm. Columbia Threadneedle Investments is the global brand
name of the Columbia and Threadneedle group of companies.
Beginning 30 March 2015, the Columbia and Threadneedle
group of companies, which includes multiple separate and
distinct GIPS-compliant firms, began using the global offering
brand Columbia Threadneedle Investments.

3.A concentrated global equity strategy with a focus on high
quality companies that seeks to deliver both positive sustainable
outcomes, in accordance with the UN Sustainable Development
Goals (SDGs), and superior financial returns., The composite was
created November 30, 2018.

4.The portfolio retums used in composites are calculated

using daily authorised global close valuations with cash flows

at start of the day. Composite returns are calculated by using
underlying portfolio beginning of period weights and monthly
returns. Periodic retums are geometrically linked to produce
longer period returns. Gross of fee retums are presented before
management and custodian fees but after the deduction of
trading expenses. Returns are gross of withholding tax. Net of
fee returns are calculated by deducting the representative fee
from the monthly gross return. Policies for valuing investments,
calculating performance, and preparing GIPS Reports, as well as
the list of composite descnptions, list of pooled fund descriptions
for limited distribution pooled funds, and the list of broad
distribution pooled funds are available upon request.

5.The dispersion of annual retumns is measured by the equal
weighted standard deviation of porifolio retums represented

® https://www.adidas.co.uk/impossibleisnothing

3-Yr St Dev Dispersion

Total

Composite Total Firm
Number of Assets Assets
Portfolios  (mil.) (bil.)
<h 1.5 149.8
<h 1.2 140.5

within the composite for the full year. Dispersion is only shown
in instances where there are six or more pertfelios throughout
the entire reporting period. The Standard Deviation will not be
presented unless there is 36 months of monthly return data
available.

G.The three year annualised ex-post standard deviation
measures the variability of the gross-of-fees composite and
benchmark returns over the preceding 36 month peried.

7.The following fee schedule represents the current representative
fee schedule for institutional clients seeking investment
management services in the designated strategy: 0.85% per
annum. Gross of fee performance information does not reflect

the deduction of management fees. The following statement
demonstrates, with a hypothetical example, the compound effect
fees have on investment return: If a portfolio’s annual rate of
return is 10% for 5 years and the annual management fee is 85
basis points, the gross total 5-year return would be 61.1% and
the 5-year return net of fees would be 55.9%.

8.The MSCI AC World Index is designed to provide a broad
measure of equity-market performance throughout the world
and is comprised of stocks from 23 developed countries and
24 emerging markets. Index returns reflect the reinvestment of
dividends and other eamings and are not covered by the report
of the independent verifiers.

9. Past performance is no guarantee of future results and there is
the possibility of loss of value.There can be no assurance that an
investment objective will be met or that return expectations will
be achieved. Care should be used when comparing these results
to those published by other investment advisers, other investment
vehicles and unmanaged indices due to possible differences in
calculation methods.
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Important Information: For internal use by Professional and/or Qualified Investors only (not to be used
with or passed on to retail clients).
This is an advertising document. The 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. 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.
Notice to Investors in Hong Kong: The contents of this document have not been reviewed by any
regulatory authority in Hong Kong (“HK”). You are advised to exercise caution in relation to the information
presented herein. If you are in any doubt about any of the contents of this document, you should obtain
independent professional advice. Any funds mentioned herein have not been authorised by the Securities
and Futures Commission pursuant to the Securities and Futures Ordinance of Hong Kong (the
“Ordinance”). Accordingly, the funds may only be offered or sold in HK to persons who are “professional
investors” as defined in the Ordinance and any rules made under the Ordinance or in circumstances which
are permitted under the Companies (Winding Up and Miscellaneous Provisions) Ordinance of Hong Kong
and the Ordinance. In addition, this document may not be issued or possessed for the purposes of issue,
whether in HK or elsewhere, and the funds may not be disposed of to any person unless such person is
outside HK, such person is a “professional investor” as defined in the Ordinance and any rules made under
the Ordinance or as otherwise may be permitted by the Ordinance. This document does not constitute
investment advice and is issued without regard to specific investment objectives or the financial situation
of any particular recipient.
Notice to Investors in Singapore: Threadneedle Investments Singapore (Pte.) Limited (“TIS”) holds a capital
markets services licence for fund management under the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”). Columbia Management Investment Advisers, LLC (“CMIA”) and Threadneedle Asset
Management Limited (“TAML") are each a related corporation of TIS. Pursuant to an arrangement between
TIS and CMIA/TAML which has been approved by the Monetary Authority of Singapore, CMIA and TAML
are exempt from the requirement to hold a capital markets services licence for fund management under
the SFA in respect of its provision of fund management services to clients in Singapore in accordance with
the terms of the approval. This document has not been reviewed or registered by any regulatory authority
in Singapore. Accordingly, this document may not be circulated or distributed, nor may any funds be
offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor pursuant to Section 304 of the
SFA, or (ii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision
of the SFA.
Notice to Investors in Malaysia: This document has not been reviewed or approved by any regulatory
authority in Malaysia (“MY”). As the recognition by the Malaysian Securities Commission pursuant to
Section 212 of the Malaysian Capital Markets and Services Act 2007 (the “CMSA”) has not been and will not
be obtained, any funds mentioned herein are not being and will not be deemed to be issued, made
available, offered for subscription or purchase in MY, and neither this document nor other material in
connection therewith should be distributed, caused to be distributed or circulated in MY, save and except
to individuals or other legal entities who fall under Paragraphs 3(a), 4, 5, 6, 10, 13 and 24 of Schedule 6 to
the CMSA. In addition, no legal or natural persons of MY may directly or indirectly purchase any of the



funds or any beneficial interest therein without obtaining all prior governmental approvals that are
required, whether statutorily or otherwise. Persons who come into possession of this document are
required by the issuer and its representatives to observe these restrictions.

Notice to Investors in Thailand: This document is not reviewed or approved by the Securities and Exchange
Commission, Thailand (“TH”) which takes no responsibility for its contents. No legal or natural persons of
TH may directly or acquire any beneficial interest therein without obtaining all prior TH’s governmental
approvals that are required, whether statutorily or otherwise. Persons who come into possession of this
document are required by the issuer and its representatives to observe these restrictions. Columbia
Threadneedle Investments is not licensed in TH.

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. 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. Where references are made to portfolio guidelines and features, these are at
the discretion of the portfolio manager and may be subject to change over time and prevailing market
conditions. Actual 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 research and 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 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 other assurance 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 attending the presentation. It may not be reproduced in any form or
passed on to any third party without the express written permission of Columbia Threadneedle
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.

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 2001 (Cth)
and relies on Class Order 03/1102 in respect of the financial services it provides to wholesale clients in
Australia. 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 (Registration number: 201101559W) by the
Monetary Authority of Singapore under the Securities and Futures Act (Chapter 289), which differ from
Australian laws.

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.

Issued by Threadneedle Portfolio Services Hong Kong Limited XF|#% & BEEEH R 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 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 Switzerland: Issued by Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41, 8002
Zurich, Switzerland.

In EEA: 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.

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