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ESG investing in Asia: The latecomer is catching up 
ESG is an important global trend. In developed markets such as Europe and 
the United States, sustainable investment has already been widely adopted. In 
Asia, where emerging economies led by China have entered a new phase of 
economic development, sustainability has become a priority. With the 
progressive improvement in ESG regulations made by Asian governments and 
the accelerated development of sustainable business practices among 
corporates, investors can no longer a�ord to overlook this mega trend.

Asian governments and related organisations have been making great e�orts 
to promote ESG practices. Here are just a few recent examples:

Asia moving towards a more sustainable future

Mainland China
The People’s Bank of 
China accepted green 
bonds and green credit as 
eligible collateral for its 
lending facilities.  

Singapore
Singapore’s government 
unveiled the Singapore 
Green Plan 2030 which 
outlines its sustainability 
initiatives for the next 10 
years.

Hong Kong
The Hong Kong Stock 
Exchange revised its 
Corporate Governance 
Code in early 2022 to 
promote director 
independence and 
diversity.

India
India required the top 1,000 
listed companies to disclose 
sustainability information 
starting from fiscal year 
2030.
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Government e�orts to promote ESG practices

As a key element of ESG, environmental issues such as climate change are under 
the radar in Asia. Over the past two years, many Asian countries have set targets 
to meet long-term decarbonisation plans. China, the regions’ largest carbon 
emitter, announced a number of policies and measures in 2020 to pursue green 
development, including the commitment to reach carbon neutrality by 2060. 
India also announced its target to achieve carbon neutrality by 2070 at the 
COP26 climate summit held in 2021.  

   Figure 1   Net zero targets announced across Asia

Source: HSBC Global Research, government energies ministries, BP, ADB. Data as of November 2021. ICEV = internal combustion engine vehicles. 
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Enormous financial support from governments and the private sector is needed to facilitate the global 
transition to a net-zero carbon economy. According to OECD estimates, an annual investment of USD 6.9 
trillion has to be made until 2030 on infrastructure with adaptations to climate change. This huge capital 
spending e�ort will create long-term investment opportunities over the coming decades. 

1 Source: OECD, Investing in Climate, Investing in Growth. Data as of 2017.

   Figure 2   Climate ambitions of China and India

China’s climate targets in the 14th five-year plan India’s climate targets by 2030
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Asian investors and corporates recognise the importance of ESG, and seek to 
achieve higher risk-adjusted returns by incorporating ESG considerations into 
their operations and investment decision-making processes. They are also 
reallocating their capital towards sustainable projects. Several surveys have 
demonstrated these trends:

Investors concerned about ESG factors

Investors2 Corporate3

57% 50%Around
of investors in the Asia-
Pacific region agreed that 
ESG factors should be 
“completely” or “to a large 
extent” incorporated into 
the investment analysis and 
decision-making process.

of investors in the Asia-
Pacific region (excluding 
Australia, New Zealand 
and Japan) would consider 
climate change metrics 
when making investment 
decisions.

58% 73%
of Asia bond issuers said 
that ESG factors are very 
important.

of Asia bond issuers would 
actively seek advice for 
capital market transactions 
on issues related to “green, 
social or sustainability” 
within the next 12 months.

2 Source: MSCI Investment Insight 2021 Global Institutional Investor Survey. Data as of September 2020.

3 Source: HSBC Sustainable Financing and Investing Survey-Asia Report. Data as of 20 September 2021. 
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   Figure 4   Record year in Asia USD sustainable bond supply 
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4 Source: HSBC Global Research, Bloomberg. Data as of April 2022. For illustrative purpose only.
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Although Europe and the United States continue to take the lead in terms of ESG asset 
size and capital flow (Figure 3), Asia has been catching up rapidly. Sustainable funds in 
the Asia ex-Japan region saw remarkable 70% year-on-year growth to USD 63.2 billion in 
2021, with funds in mainland China making up the largest part of the market.

Notably, the supply of Asia ex-Japan USD sustainable bonds has grown significantly 
from less than USD 10 billion in 2016 to over USD 70 billion in 2021 (Figure 4). Bond 
issuance is expected to grow further in the coming years4.

Growing size of sustainable investments

   Figure 3   Global sustainable fund assets

Source: HSBC Global Research, Bloomberg. Data as of April 2022. Bond issuance includes green, social, sustainable, sustainability-linked and pandemic bonds. 
Past performance is not indicative of future performance. For illustrative purposes only.
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Naturally, what concerns investors the most about Asian ESG assets is their performance. 
When the global economy was hit by the pandemic in 2021, the Asia ex-Japan ESG 
equity index outperformed the non-ESG index (Figure 5), suggesting that ESG factors 
could potentially enhance investment returns for Asian equities5.

The outperformance of ESG indices in 2021 could be attributed in part to the higher ESG 
ratings of the underlying companies which generally have stronger governance and 
financials. These companies may also be valued at higher multiples because they are 
popular among investors who share a similar vision.  

Apart from equity investment, data have shown that investing in Asia ESG bonds can 
also help drive change without sacrificing investment returns (Figure 6).

Boosting potential return 

   Figure 5   Performance of ESG versus non-ESG equity indices

   Figure 6   Performance of Asia ESG and non-ESG bond indices 

Source: JPMorgan, HSBC Asset Management. Data as of 5 November 2021. ESG bond index in general has a higher weighting to green 
bonds, with an exclusion of various sectors and issuers, and includes issuers with higher ESG scores (e.g. lower carbon intensity score). 
Carbon intensity is a calculation of the tonnes of CO2 emitted per USD 1 million revenue. Investment involves risks. Past performance is not 
indicative of future performance. For illustrative purpose only.

Source: Morningstar. Regional performances are based on their respective Morningstar Sustainability Indexes. “Global” refers to Morningstar 
Sustainability Index Family - Global Markets. “Asia ex-Japan” refers to Morningstar Sustainability Index Family - Asia Pacific ex-Japan. Data 
as of 31 December 2021. A downside capture ratio above 100% implies greater losses than the market during losing periods; a downside 
capture ratio below 100% suggests lesser losses.

Region 2021 excess return (%) 5-year excess return (annualized)

Global 2.24 0.65 95.6

Asia ex-Japan 0.27 1.59 93.7

Downside capture ratio (%)

Conclusion

Many Asian countries have set ambitious long-term 
sustainability goals in recent years. In order to achieve 
these targets, significant capital investment is needed 
to support the implementation of related policies as 
well as infrastructure development. This will likely drive 
the issuance of sustainable bonds in Asia, create 
growth potential for companies with sustainable 
business models, and open up new opportunities for 
investors. 
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5 Source: Morningstar. Data as of 2 March 2022. 
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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 o�ering document and should not be construed as a recommendation, an o�er to sell or the 
solicitation of an o�er 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 o�ering 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 2022. All rights reserved. This document is issued by HSBC Global Asset Management (Hong Kong) Limited.
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