ESG Essentials

An active approach
to ESG investing

“As institutional
investors,
investment
teams adopting
an active
approach of ESG
investing will file
ESG-related
proposals to
company’s
management.”

An active approach to ESG investing
In environmental, social and governance (ESG) investing, negative screening
is one of the earliest strategies employed with an aim to exclude companies
that do not meet social responsibility criteria. As ESG investing evolves over
time, more new strategies are developed and more proactive approaches
are adopted in the investment process. In this booklet, we will look into the
key features of active socially responsible investment approach.

An active approach of socially responsible investment requires
corporate engagements and involves the following key features:

Analysis and research
ESG investing can be challenging as ESG performance is difficult
to quantify compared with traditional financial performance.
However, with more companies starting to disclose ESG
performance, and more ESG research and ratings available from
independent providers, fund managers and their investment teams
can now integrate external data with internal analyses to optimise
their ESG investing strategies.

Company engagement
Investment professionals adopting an active approach of ESG
investing will monitor companies’ ESG performance and progress
of improvements by engaging with the companies through
meetings with management, site visits and regular communication.
These engagements can encourage companies to implement
policies to achieve their ESG commitments and goals.

Voting
As institutional investors, investment teams adopting an active
approach of ESG investing will file ESG-related proposals to
company’s management and actively vote in the meeting with an
aim to encourage the companies to abide by the ESG principles
and improve ESG practices in business operation.

Further escalation
If the issues cannot be addressed through regular communication,
investment teams will consider negotiating with company’s
management, filing and voting on ESG-related shareholders
resolutions in collaboration with other shareholders. They may
even put pressure on the management to tackle the issue by
selling the company’s shares.
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HSBC Asset Management’s footprint in ESG investing

A leader in ESG investing

Joined the UK Sustainable
and Finance Association
and launched the first
socially responsible
investment fund

2001
2004

Signatory to the
UN Principles for
Responsible Investment

2006
2016

Collaborated with
Pollination with an aim to
create the world’s largest
natural capital manager

Joined the International
Corporate Governance
Network

Signatory to the Montreal
Carbon Pledge

2020

Source: HSBC Asset Management as at July 2021. For illustrative purpose only.
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A+

Awarded A+ scores in the “UN Principles for Responsible Investment (PRI)”

HSBC Asset Management has become a
signatory of PRI since 2006. We were awarded
scores across most of the PRI
categories in 2020.

Category
Strategy and governance

HSBC Asset Management’s
score in 2020

Median in 2020

A+

A

Direct and active ownership modules
Listed equity - incorporation

A

Listed equity - active ownership
Fixed income - sovereign,
supranational and agency
A+
B

Fixed income - corporate financial
Fixed income - corporate non-financial
Fixed income - securitised
Source: The UN Principles for Responsible Investment 2020 assessment report. HSBC Asset Management. For illustrative purpose only.

Using our influence in company engagements
We raised ESG issues with over 2,300 companies in 2020. Our equity team has raised
ESG issues during meetings with 977 companies while our fixed income team has
raised ESG issues at 998 issuers meetings.

ESG issues raised by HSBC Asset Management as a percentage of total meetings

Social

28%
Environmental

31%

Governance

87%

Source: HSBC Asset Management, as at 31 December 2020. Total percentage may add up to over 100% as more than one ESG issues were raised in a single meeting.

5.3
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Successful cases

Environmental

Social

Huge amount of waste is generated
during the production of consumer
goods. We raised concerns to
consumer staple companies in which
we invested and persuaded them to
set packaging waste reduction targets.

Governance

Women account for an average of
only 10% of company boards in
emerging markets. We got in touch
with companies with female board
directors that fell short of the market
average. In response to our requests,
four companies have added female
directors.

Many Japanese companies have
very few independent directors.
Starting from 2017, we raised
concerns every year to the 71
companies in TOPIX100 index with
independent directors fewer than
one-third of their board. In 2020, we
further escalated this issue for
companies which still did not meet
the standard by voting against all
non-independent directors other
than the CEO, founder and President.
After years of effort, nearly 40% of
these companies have increased the
number of independent directors to
at least one third of their boards.

Source: HSBC Asset Management, as at 31 December 2020.

Active participation in shareholders voting
In 2020, we voted on more than 86,000 resolutions at over 8,200 company meetings
across 70 markets. We supported management on 90% of resolutions, abstaining or
voting against on 10%. The issues we most frequently opposed were director
re-elections predominantly for reasons of lack of independence, followed by
remuneration and capitalisation issues.

31%

Director elections

21%

Capitalisation

Issues on which
we vote against
management

24%

Renumeration







Transactions（8%）
Shareholder resolution - G（6%）
Routine（6%）
Shareholder Resolution - E&S（2%）
Anti-takeover（1%）

Source: HSBC Asset Management, as at 31 December 2020.
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Joining industry working groups
We are committed to building a sustainable financial system by actively joining
a variety of industry bodies, initiatives and networks that work collaboratively
to advocate for action on sustainable investment, enhance sustainability
frameworks and promote thought leadership. Through collaborations within
these working groups, the industry can promote practices to achieve
sustainability targets such as climate change goals.

University of Cambridge Institute for Sustainability
Leadership: Investment Leaders Group
Areas of advocacy: To help investors understand and quantify
the social and environment impact of their investments and
shift towards responsible long-term value creation.

One Planet Asset Manager
Initiative

Institutional Investor Group on
Climate Change
To mobilise capital for the low carbon
transition and to ensure resilience to
the impacts of a changing climate by
collaborating with business, policy
makers and fellow investors.

Climate Action 100+
Areas of advocacy: To encourage
companies to mitigate risks
presented by climate change and
increase related policy disclosure.

Areas of advocacy: To advance the
understanding of climate-related risks
and opportunities within long-term
investment portfolios.

Working
groups

Principles for Responsible Investment
Areas of advocacy: To promote a better
understanding of ESG among investors and
encourage them to consider ESG factors in
order to enhance return and mitigate risks.

Conclusion
HSBC Asset Management has been actively adopting
socially responsible investment approach in multiple
aspects with an aim to promote the development of a
sustainable financial system and create investment
value for investors. Looking forward, we will continue
to adhere to this belief and build a better world
together with investors.
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This document is prepared for general information purposes only and does not have any regard to the specific investment objectives, financial
situation and the particular needs of any specific person who may receive it. Any views and opinions expressed are subject to change without
notice. This document does not constitute an offering document and should not be construed as a recommendation, an offer to sell or the
solicitation of an offer to purchase or subscribe to any investment. Any forecast, projection or target where provided is indicative only and is not
guaranteed in any way. HSBC Global Asset Management (Hong Kong) Limited (“AMHK”) accepts no liability for any failure to meet such forecast,
projection or target. AMHK has based this document on information obtained from sources it reasonably believes to be reliable. However, AMHK
does not warrant, guarantee or represent, expressly or by implication, the accuracy, validity or completeness of such information. Investment
involves risk. Past performance is not indicative of future performance. Please refer to the offering document for further details including the risk fac
tors. This document has not been reviewed by the Securities and Futures Commission. Copyright © HSBC Global Asset Management (Hong Kong)
Limited 2022. All rights reserved. This document is issued by HSBC Global Asset Management (Hong Kong) Limited.
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