
ESG 



What is ESG?
• Environmental, Social, and Governance 

• represents the three main criteria for investors to quantify and evaluate a 
company’s level of sustainability

• Environmental: a company’s performance in protecting the environment

• Social: examine how it manages relationships with employees, suppliers, 
customers, and communities

• Governance: a company’s leadership, executive pay, audits, internal 
controls, and shareholder rights



Where is ESG coming from?

• The term was first coined in 2004 in a UN research report, Who Cares 
Wins

• its importance was reaffirmed in 2006 by the UN Principles for 
Responsible Investment (PRI) – an international organization that works 
to promote the incorporation of ESG into investment decision-making

• The PRI has over 3000 signatories (pension funds, insurers, investment 
managers and service providers) globally with approximately US $90 
trillion in assets under management

https://www.ifc.org/wps/wcm/connect/9eeb7982-3705-407a-a631-586b31dab000/IFC_Breif_whocares_online.pdf?MOD=AJPERES&CACHEID=ROOTWORKSPACE-9eeb7982-3705-407a-a631-586b31dab000-jkD12B5#:~:text=Who%20Cares%20Wins%28WCW%29%20was%20initiated%20by%20the%20UN,Bank%20Group%20%20were%20among%20the%20endorsing%20institutions.








Source: MSCI, J.P. Morgan Asset Management. The score represents the weighted average of the scores received by 
MSCI on all the key issues contributing to the final rating of the company. Data as of 11 May 2022.

https://am.jpmorgan.com/lu/en/asset-management/per/insights/market-insights/market-updates/on-the-minds-of-
investors/china-and-esg-investing/





Challenge of ESG in China 
(especially before June 2022)

• Had no unified ESG information disclosure standard

• No integrated ESG legal documents, only some relevant laws and regulations 
mainly focused on environmental protection and social responsibility

• What fits for the west may not fit for China, (local) investors also seem to 
care about different issues 
• A local analyst would consider being a state-owned enterprise a good thing, while 

their counterpart in Europe might consider it a deal-breaker

• China's ESG funds may prioritize firms that contribute to energy security or rural jobs 
programs alongside more typical sustainable holdings







Seemingly difference…..

• ESG funds domiciled in Europe held about $130 billion in Chinese assets —
more than twice the size of China’s own domestic ESG fund industry

• US-managed funds own close to $8 billion in Chinese holdings.

• Funds look to mimic government’s priorities
• emissions cuts for cleaner air and water
• income inequality 
• social mobility

Successful fund managers need localization of ESG

https://www.bloomberg.com/news/articles/2022-03-27/china-stirs-unease-for-esg-managers-blindsided-by-russia-s-war


Results of the PRI’S investor survey on ESG 
disclosure in China
• Lack of reliable and comparable ESG data remains the biggest barrier 

for sustainable investment in China

• difficulty to receive meaningful response on ESG issues when 
engaging with Chinese companies

• corporate investor relations departments having limited knowledge of 
their company’s ESG information and performance

• difficulty finding the right department/person to communicate on 
ESG matters. 

• 98% of respondents believe it is important to align with international 
frameworks and metrics.



The guidance for enterprise ESG disclosure

• Effective on 1 June 2022

• China’s first ESG disclosure guideline

• covers all companies and industries

• applicable to voluntary or mandatory disclosure requirements (if any)

• it adapts ESG standards to fit the Chinese business landscape and the 
requirements of domestic laws and regulations 
• references to unique features of China’s social welfare system, such as social 

security and the housing provident fund

• more relevant to Chinese investors than standards based off practices 
in the West



Some basic facts 
• Beijing has committed to reach peak carbon by 2030 and to become 

carbon neutrality by 2060

• China introduced a green finance system in 2016



https://www.cfainstitute.org/-/media/documents/survey/esg-integration-china.ashx



China environmental considerations

Researchers from the University of Chicago have estimated that roughly 15% of Chinese emissions are attributable 
to goods that are exported and consumed abroad.

Source: (Both charts) Gapminder, Global Carbon Project, Our World in Data, United Nations, J.P. Morgan Asset Management. CO2 emissions are from the burning of fossil fuels for energy and cement production. Emission impact 
from land use change (such as deforestation) is not included. Data as of 31 March 2022.

https://am.jpmorgan.com/lu/en/asset-management/per/insights/market-insights/market-updates/on-the-minds-of-investors/china-and-esg-investing/



China environmental considerations (Cont’d)

• policy is driving the rapid increase in renewable energy infrastructure 
• Plan to take 25% of its energy use from renewables by 2030, 
• By far the biggest manufacturer of renewables equipment, commanding 

• 50% of global wind turbine production
• 66% of solar panel production 
• 90% of the battery storage market

• China’s electric vehicle penetration passed 15% in 2021, target of 20% for 
2025
• electric vehicle penetration in the US is less than 5%

• China’s carbon market is now the largest in the world
• data quality issues have delayed the market’s expansion into other industries 

outside of electricity



https://am.jpmorgan.com/lu/en/asset-management/per/insights/market-insights/market-updates/on-the-minds-of-investors/china-and-esg-investing/



China social considerations

• treatment of workers 
• 9-9-6  (working practice (9am to 9pm, six days a week) became illegal in 2021

• broader public health issues relating to living standards, particularly with 
regards to pollution in cities
• regulate and move key polluting activities away from densely populated areas 

• air quality in cities, such as Beijing and Shanghai, improved by roughly 50%

• poverty alleviation



Governance considerations

• state governance and corporate governance are not interchangeable 
for China investment

• State level: more relevant for fixed income 

• Corporate level:
• governance scores on average are lower than for developed market peers, 

but closer to those of other emerging market countries. 

• corporate governance standards are on an upward trend, 
• particularly in “new economy” sectors, such as technology

• companies listing on the A-share market

• More voluntary ESG reporting





Impact of ESG investment 

• ESG investing is a positive investment trend in China

• International investors are driving the interest in ESG investing and 
coming to China with ESG mandates and practices

• Government policies and regulations
• The CSRC has announced that, by 2020, it will require listed companies to disclose 

key environmental information in their annual or semi-annual reports. 

• Local investment managers are responding to international investors’ ESG 
demands and studying how to integrate ESG factors into their company 
holdings and portfolios. 

• Local companies are looking into how to manage and report on their 
environmental footprint and trying to understand how to differentiate 
themselves from their peers.




