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	� As the Covid-19 crisis unfolded, it became clear that the 
pandemic was bringing the S in environmental, social and 
governance (ESG) investing more to the fore.

	� We believe companies that invest in their people and 
products while delivering positive sustainable outcomes 
are better placed to achieve superior investment returns. 
Governments around the world are focusing their Covid-19 
recovery plans on sustainability.

	� As we enter 2021 we have increased exposure to 
companies where underlying business models and  
growth opportunities remain intact and are positioned  
for sustainable success.

	� We see value in the wider UK market. There are plenty  
of sustainable global leaders in the benchmark, the FTSE 
All-Share index, which we feel is trading at too-wide-a-
discount relative to other international indices. The certainty 
around Brexit should remove a key overhang for the UK.

UK sustainable equity: backing responsible  
businesses emerging stronger from the coronavirus crisis
Sonal Sagar, Portfolio Manager, UK Equities
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1 Reuters.com, Compass raises 2 billion pounds as pace of recovery in question, 19 May 2020.
2 https://www.smith-nephew.com/news-and-media/media-releases/news/update-on-oxvent-ventilator-programme/ 29 April 2020.
The mention of stocks is not a recommendation to deal.
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In the UK, opportunities will be thrown up by Prime Minister Boris 
Johnson’s 10-point plan for a green industrial revolution covering clean 
energy, transport, nature and innovative technologies

We kept in close contact with our investments, paying particular attention 
to the safety and wellbeing of employees. With some businesses suffering 
sharp declines in revenue and temporary closure of operations, our focus 
also turned to financial robustness such as liquidity, cashflow, working 
capital and balance sheets. We needed to be sure we are invested in 
companies with strong and sustainable business models that are going to 
survive the pandemic and to identify those that should emerge stronger 
with opportunities to gain market share.

A prime example is catering group Compass, which serves a broad range 
of sectors including healthcare, education, sports and leisure and offices. 
Though its businesses supporting hospitals, schools and key business 
remained open through the beginning of the pandemic, other areas were 
closed. Unsure how long the crisis would last and its severity, the company 
raised equity in the market as it wanted to emerge from the pandemic with 
a stronger balance sheet.1 This improved financial position should equip 
it to win contracts from failing rivals and positions it well for any economic 
upturn in 2021. 

Another company well-placed is Smith & Nephew, the medical device 
maker. In April, it collaborated with the University of Oxford to produce 
ventilators to help the global effort.2 Elsewhere, however, sales suffered as 
many elective surgeries such as hip and knee replacements were delayed, 
leading to a derating in the stock price. The company has managed costs 
and cashflow well during the crisis, preparing it for a return in demand.

Sustainable businesses set for future success
We believe companies that invest in their people and products while 
delivering positive sustainable outcomes are better placed to achieve 
superior investment returns. Governments around the world are focusing 
their Covid-19 recovery plans on sustainability: green infrastructure, clean 
energy and electric vehicles. In the UK, opportunities will be thrown up 
by Prime Minister Boris Johnson’s 10-point plan for a green industrial 
revolution covering clean energy, transport, nature and innovative 
technologies.

We see opportunities for companies such as Johnson Matthey, which is a 
pioneering manufacturer of catalytic converters for combustion engines. 
As countries like the UK transition towards electric vehicles, there is likely 
to be rising demand for catalytic converters as emissions standards 
become stricter.

We are also interested to see how engineering and energy consultants 
John Wood Group performs as it makes a huge push into renewables.  
It is pinning its growth strategy on rising demand for offshore wind and 
green hydrogen, which it predicts will also revolutionise how homes are 
heated.

There can be no doubt that 2020 was an unprecedented and difficult year for businesses and employees. As the Covid-19  
crisis unfolded, it became clear that the pandemic was bringing the S in environmental, social and governance (ESG) investing  
more to the fore. 

https://www.smith-nephew.com/news-and-media/media-releases/news/update-on-oxvent-ventilator-programme/
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3 Bloomberg/Columbia Threadneedle analysis, as at 30 November 2020.

Global Perspectives 2021 | UK sustainable equity: backing responsible businesses emerging stronger from the coronavirus crisis | Sonal Sagar, Portfolio Manager, UK Equities

Sustainable opportunities in the UK market
Our defensive positioning in 2020 cushioned us from the worst bouts 
of market volatility. As we enter 2021 we have increased exposure to 
companies where underlying business models and growth opportunities 
remain intact and are positioned for sustainable success. This stance 
should underpin performance as consumer and business activity starts  
to return to normal and the green revolution continues apace.

We also see value in the wider UK market. There are plenty of sustainable 
global leaders in the benchmark, the FTSE All-Share index, which we feel 
is trading at too-wide-a-discount relative to other international indices such 
as the S&P 500 or FTSE Europe, where in both cases dividend yields are 
lower and price-to-earnings ratios higher. This is despite 77%3 of the  
FTSE All-Share’s earnings coming from outside the UK.

This stark anomaly provides a fruitful hunting ground for our fund 
managers, who are backed by one of the UK’s largest teams of investment 
professionals specialising in UK equities, as well as by an entirely 
independent and well-resourced responsible investment team.

As countries like the UK transition towards electric vehicles, 
there is likely to be rising demand for catalytic converters as 
emissions standards become stricter
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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 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.

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 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 (“SFC”) to conduct Type 1 regulated activities (CE:AQA779). 
Registered in Hong Kong under the ce (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 EC4N 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. 
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