ESG Essentials

Busting 5 ESG
investing myths

“According to a
sustainable
investing survey
conducted by
HSBC Asset
Management,
over 80% of the
Asian investors
believed that
ESG issues are
central to
managing their
investments.”

Busting 5 ESG investing myths
ESG investing is going mainstream and has become an important
investment strategy in recent years. According to a sustainable investing
survey conducted in Hong Kong, mainland China, Singapore and UK by
HSBC Asset Management in early 2021, over 80% of the Asian investors
believed that ESG issues are central to managing their investments.
In addition, over 50% of the Asian investors would like to do more on ESG
issues but don’t know where to start. Is ESG investing something
unreachable? Here are the 5 common myths associated with ESG
investment and let’s debunk them one by one.
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Source: HSBC Asset Management Sustainable Investing Survey, as of end February 2021.
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？ Myth 1: There are very few options for ESG investments

Fact: As the market begins to realise the benefits of ESG investing amid the
COVID-19 pandemic, ESG investments have gone mainstream with more
products being made available to investors. Global ESG assets are expected to
surge to USD 53 trillion by 2025 from the current level of around USD 38 trillion,
representing more than a third of the global assets under management.

ESG assets grow in size
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Source: “2018 Global Sustainable Investment Review”, The Global Sustainable Investment Alliance.
Data for 2020 and 2025 are estimated by Bloomberg Intelligence (23 February 2021).

？ Myth 2: ESG investing limits choices and hurts returns

Fact: One of the common ESG investing approaches is negative screening which
excludes certain sectors that do not adhere to the beliefs of responsible
investment (e.g. tobacco, nuclear weapons etc.). Despite the fact that exclusions
will unavoidably limit the scope of investments, studies have shown that exclusion
of certain industries does not have significant impact on long-term return.

Negative screening does not hurt long-term returns
Annualised return since inception in 1998 (%)

7.8

7.6

5.3

STOXX Europe 600
Gross Return Index

5-year annualised return (%)

7.8

7.6

5.3

ex UN Global Compact*

5.2

ex Controversial weapons

7.7

5.4

ex Tobacco

5.3

ex Thermal coal

Source: STOXX Ltd. Data as of 27 November 2018.
* Excludes companies which fail to comply with UN Global Compact Compliance Principles, resulting in underweighting of sectors including oil and gas, banks and healthcare,
basic resources and automobiles etc.
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？ Myth 3: ESG investing strategies involve high cost

Fact: Researches have shown that fees of ESG funds have been falling steadily
over the past decade. Average total expense ratios for different categories of
ESG funds for the period from 2018 to 2020 were broadly in line with non-ESG
funds. In the category of exchange traded funds (ETFs), ESG funds were even
cheaper than non-ESG funds in terms of the average total expense ratios.

ESG funds charges matched with non-ESG funds
Average total expense ratios
2018-2020

2015-2018

2010-2015

Non-ESG funds
(Actively-managed)
ESG funds
(Actively-managed)

Non-ESG funds
(Passively-managed)
ESG funds
(Passively-managed)

Non-ESG ETF

ESG ETF

0

0.4

0.8

1.2

1.6

Source: Refinitiv Lipper, Portfolio Adviser; 15 December 2020.

？ Myth 4: ESG investing is no difference from charity

Fact: ESG investing is by nature different from charity. While charities mainly
address societal issues through grants and donations, ESG investing mainly
focuses on enhancing long-term return by considering ESG factors in the
investment process to mitigate risks and identify growth opportunities.

ESG investing delivers both financial returns and social benefits

Philanthropy/
Venture philanthropy

ESG and
responsible
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financial investing

Address societal
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opportunities to enhance investment returns,
and indirectly promote social benefits

Focused on
investment returns
only

Source: Boffo, R., and R. Patalano (2020), “ESG Investing: Practices, Progress and Challenges”, OECD.
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？ Myth 5: Investors are unable to influence corporate decision-making

Fact: Shareholders engagement plays a key role in corporate decision-making. In
particular, many institutional investors have been actively using their influences
to strengthen corporate’s ESG policies.
For example, HSBC Asset Management has involved in many successful cases
of active shareholder engagement:
Following the live-steaming of the New Zealand violent attacks on social media
in 2019, HSBC Asset Management engaged with social media companies to
establish more robust risk management. Subsequently, two major social media
platforms provided greater clarity on their management approaches
HSBC Asset Management met with 4 global restaurant brands to express
concerns on carbon emission. Some of them later rolled out plant-based
protein products which have started to generate returns

ESG themes of company engagement of HSBC Asset Management in 2020
Themes discussed as a percentage of meetings (%)
62
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36

21

21
14
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Labour sourcing Climate change Product liability
safety
safety

13

Renewables
clean tech

11

Pollution waste

8

Water natural
resources

Source: HSBC Asset Management, as of 31 December 2020. Percentage of meetings in which ESG-related topics arose. Percentage do not add up to 100% due to multiple
topics being engaged on during the same meetings.

Conclusion
ESG investing aims to achieve investment returns with
sustainable long-term social benefits. Institutional
investors care about ESG investing as it enables them
to enhance risks management without hurting
financial returns by incorporating ESG considerations
into the investment strategies. As ESG strategies
gradually go mainstream, more retail products with
lower cost are also available, offering individual
investors more options.
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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
factors. This document has not been reviewed by the Securities and Futures Commission. Copyright © HSBC Global Asset Management (Hong
Kong) Limited 2021. All rights reserved. This document is issued by HSBC Global Asset Management (Hong Kong) Limited.
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