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Course Rundown Today:

09:157 10:30 A ESG Fundamentals, roles in shaping corporate image and consumer
behaviour
A Identification of key metrics and stakeholder engagement strategies

10:307 10:45 Break

10:457 12:00 Sharing on Integration of ESG into business decision making (Guest
speaker)

12:007 13:30 Lunch Break

13:307 14:30 Types of ESG related risks and opportunities
14:307 14:45 Break

14:457 15:45 Introduction of global and regional megatrends, explore finance-oriented
examples (Guest Speaker)

15:457 16:30 Discussion
16:307 17:00 Round up



Module 1 - ESG Fundamentals

Common Examples of ESG Issues

What is ESG? E

A Itis used mainly, but not
exclusively, in capital markets
to describe and assess how
companies address three core S
areas:

Environmental record, Social
engagement, and Governance

practices. G

Sustainalytics. (n.d.). Getting started with ESG: What every company needs to know.

ENVIRONMENTAL

Climate change, greenhouse gas emissions (GHG),
deforestation, biodiversity, pollution, water, waste,
extended producer responsibility, etc.

SOCIAL

Customer relations, employee relations, labor, human
rights, occupational health and safety, community
relations, supply chains, etc.

GOVERNANCE

Board management practices, succession planning,
compensation, diversity, equity and inclusion,
regulatory compliance, corruption, fraud, data
hygiene and security, etc.

https://connect.sustainalytics.com/scs-ebook-esg-getting-started-quide-for-corporations
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What iIs CSR?

A Corporate Social Responsibility have some similarities to ESG, but
differ in specific ways.

A CSR initiatives are voluntary and tend to focus on improving a
C 0 mp a reptrsships with external parties e.g. nearby
community

A ESG programs are generally implemented as a broader corporate
strategy to address investor or regulatory demands.

A CSR managers oversee corporate philanthropy or partnerships
with community groups. CSR drove standards like ISO 26000, the
guidance on social responsibility.

Sustainalytics. (n.d.). Getting started with ESG: What every company needs to know. https://connect.sustainalytics.com/scs-ebook-
esg-getting-started-quide-for-corporations 5
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/STRR\
ISO ISO 26000: Guidance on Social Responsibility
N

26000

Definition: International standard providing guidance on how organizations operate responsibly
and contribute to sustainable development.

A Purpose: Helps integrate ethical, transparent, and socially responsible practices into
strategy and daily operations.

A Scope: Applies to all types of organizations & public, private, and non-profit &
regardless of size or location.

A Core Subjects: Functions:

Organizational governance A Strengthens stakeholder trust

Human rights .
J A Enhances corporate reputation

] .
abour practices A Supports ESG and SDG

Environment

Fair operating practices alignment

Consumer issues A Improves long-term sustainability

Community involvement & development performance

Too J>0 To oo Joo T o



What i1s EHS?

A Environmental Health and Safety, refers to
the practical aspects of protecting the
environment, health, and safety, such as
compliance with environmental and
occupational health and safety requirements.

A The relevant international standards are 1SO
14001:2015 for environmental management
and 1SO 45001:2018 for occupational health
and safety management.

aws

Health and Safety Manager, HKG
Amazon Web Services (AWS)
&7 « 4% CTgoodjobs.hk $2{it

© 15647 i ERET

S Assistant Manager, EHS
ap B DayOne

Adecco

¥ &% - K BeBee it

Senior Manager - Facilities, EHS, General Administration
Classy Wheeler

& « 45 Indeed 121

@ EEET

EHS Manager
Adecco Group
&7 « 45 BeBee 12fH

© 1288



What Is Sustainability / Sustainable Development

A Sustainable development is achieved by Sustainibility
balancing the
_to meet the needs of the
present without compromising the ability of
future generations to meet their needs.



What Is Sustainability vs ESG —— oUTSIOE
(Reporting) IMPACTS IMPACTS

. Environment
474 e e e
’ v N ‘ -

A Inside-out and outside-in perspectives are
complementary. Both are material to the
company.

A The Impacts of the company on the
environment and society may over time ———
become materialini n v e seyes and réquire S ~ ESG
disclosure inthe ¢ 0 mp a finpnials. i Salnny

A Further, the impacts of the environment and
society on the company may become material
INi n v e selyes and aso require disclosure in
the c o mp a hAnantial statements. Materiality,
like beauty, is in the eye of the beholder.

The impacts of the company
on the environment and
society

the impacts of the environment
and society on the company

=

https://sustainabilityadvantage.com/2022/02/22/sustainability-vs-esqg/
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https://sdgs.un.org/goals

Sustainable Development Goals 17

NO GOOD HEALTH QUALITY GENDER CLEAN WATER
POVERTY AND WELL-BEING EDUCATION EQUALITY AND SANITATION

o

DEGENT WORK AND INDUSTRY, INNOVATION 1 0 REDUCED
ECONOMIC GROWTH AND INFRASTRUCTURE INEQUALITIES

1 CLIMATE 1 LIFE 1 6 PEACE, JUSTIGE 1 PARTNERSHIPS
ACTION BELOW WATER AND STRONG FOR THE GDALS

3
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https://sdgs.un.org/goals

In-class exercise 1

In groups, try to categorize the 17 SDGs under Environment,
Social and Governance, discuss and explain your answers.

1

CLIMATE
ACTION

GOOD HEALTH
AND WELL-BEING

DECENT WORK AND 9 INDUSTRY, INNOVATION
ECONOMIC GROWTH AND INFRASTRUCTURE

14 g:fuw WATER 15 g:EUNII

10

QUALITY
EDUCATION

REDUGED
INEQUALITIES

A

{=)

16

PEACE, JUSTICE

AND STRONG

INSTITUTIONS
4’

GENDER CLEAN WATER
EQUALITY AND SANITATION

11 SUSTAINABLE CITIES

Al

1 7 PARTNERSHIPS
FOR THE GOALS

&

=

QO
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Module 2 - ESG related risks and opportunities

ESG risks and opportunities refer to environmental, social, and governance factors that can
affectac o mp a fimanwial performance, reputation, and long-term value. They are integral
to sustainable business strategy and investment decision-making.

ESG-Related Risks Examples

Environmental Social Governance
Climate change, Labour disputes Corruption
resource scarcity, i Weak board oversight
pollution Health & safety failures g

Poor transparency

extreme weather T lolati '
human-rights violations non-compliance

carbon pricing community opposition

Impact: Y Financial loss, reputational damage, regulatory penalties, and reduced investor
confidence. 12



Types of ESG related risks

Types of ESG risks:

1.
2. Physical risk: floods, heatwaves, supply chain disruption
3.

4. Governance risk: corruption, board oversight failures

Transition risk: carbon pricing, regulation, technology shifts

Social risk: labour standards, community conflict

14



1. Transition risk

Definition (TCFD/ISSB)
A Risks arising from the policy, legal, technology, and market changes needed to
transition to a low -carbon economy .

A These changes can increase costs, reduce asset values, or make business models
obsolete.

Examples

A carbon pricing increases operating costs

A Stricter emissions regulations

A Market shift toward low-carbon products

A Technology disruption (e.g. EV replacing ICE vehicles)

Hong Kong Example
C L P éoal assets face transition risk due to government policy and decarbonization
roadmap Y capital shifted to renewables.

15



Medium-to-long-term
decarbonisation targets
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strategy (with capacity & energy purchase)

Note: The plant retirement timeframes are indicative only. 16



2. Physical Risks

Definition (TCFD /I1SSB)

A Risks from acute (extreme weather events) and chronic (long-term climate shifts)
physical impacts of climate change.

Examples

A Flooding, typhoons, heatwaves

A sea-level rise affecting coastal infrastructure

A Supply chain disruption due to extreme weather

Hong Kong Example
A Airport Authority Hong Kong assessed sea-level rise and storm surge risks for the Third
Runway System Y elevated runway design.

17



PHYSICAL RISKS

HEAT
WAVE

Heatwaves adversely
impact human health
and wellbeing. The
heatwave definition
used here currently
occurs in around 35%
of years.

MAJOR
HEAT WAVE

The major heatwave
definition used here
currently occurs in

around 5% of years.

RIVER
FLOOD

River flooding causes
direct and indirect
losses to health,
livelihoods, and
economic assets. The
flooding defined here
currently occurs in 2%
of years.

O

HYDROLOGICAL
DROUGHT

Water resource
droughts affect
supplies of water to
people and industry.
The drought defined
here currently occurs
in around 6% of years.

AGRICULTURAL
DROUGHT

Agricultural droughts
affect crop yields,
farmer livelihoods,
and food security.
The drought defined
here currently occurs
in around 10%-12% of
years.

HEAT STRESS
FOR MAIZE

High temperatures

at critical points in
the growing season
can adversely affect
crop yields. The
current chance varies
considerably.

GROWTH
DURATION

Reduction in time
to crop maturity
due to higher
temperatures
would result in
lower yields.
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3. Social Risks

Definition (ISSB / HKEX / IFC Performance Standards)

A Risks arising from labour practices , community impacts , human rights issues , and
social licence to operate . Poor social performance can lead to project delays,
regulatory penalties, reputational damage, and loss of market access.

Examples

A Labour disputes

A Community opposition to projects

A Human rights violations in supply chains

A Health & safety failures

Hong Kong Example
A MTR @asnmunity engagement and safety programmes reduce social risk for new line
construction.

19



Corporate
Safety
Management
Model

BRERAT - SFHMEEEHED

MTR Youth Placement Pilot Programme for Diverse Talents

mEELE R 20265F4A 29H
Application Deadline 29 Apr]l 2026

Throughout 2024-2025, the eight core elements of CSS and RMoCs have been published, with
engaging roadshows and workshops conducted across different business locations, including Hong

Kong, Australia, Beijing, Hangzhou, Shenzhen, Sweden and the UK.

20



Hong Kong Exchanges and Clearing (HKEX)
requires board-level involvement in

4. Governance R|Sk Environmental, Social, and Governance (ESG)

matters

Definition (ISSB /HKEX / OECD Corporate Governance Principles)

A Risks arising from weak governance structures , including poor oversight, lack of
transparency, unethical behaviour, or ineffective hnard mananemeant nf FS(3 icaries

Examples
A Corruption or fraud f—)

A Weak board oversight of climate risks %
A Inadequate ESG policies s
A Poor disclosure quality Y investor distrust - .. N

Hong Kong Example

A Different company required CEO plus boards Ievel representatlves to oversee ESG
matters; weak governance can lead to regulatory penalties and investor withdrawal.

21



Introduction to ESG-Related Opportunities

ESG opportunities are value -creating advantages that arise when
companies proactively address environmental, social, and governance
Issues. They strengthen competitiveness, reduce long-term risk, and
open new markets.

Key ESG Opportunities

A Innovation & New Markets Development of low-carbon
technologies, green buildings, sustainable aviation, renewable
energy solutions.

A Operational Efficiency Reduced energy use, waste, and resource
consumption Y lower operating costs.

A Access to Capital Eligibility for green bonds, sustainability-linked
loans, ESG-weighted investment portfolios.

22



Types of ESG Related Opportunities

A Brand & Reputation Enhancement Strong ESG performance increases
customer loyalty, investor confidence, and stakeholder trust.

A Talent Attraction & Retention Companies with strong ESG commitments
attract skilled employees and reduce turnover.

A Resilience & Long-Term Value Creation ESG integration improves risk
management and strengthens business continuity.

ESG creates new investment opportunities:

A Renewable energy ESG-aligned projects often show:

A Circular economy A Lower operating costs
A Green buildings A Higher efficiency
A sustainable finance products A Stronger stakeholder support

R [ A Better long-term resilience
Low-carbon logistics

23



Module 3 - ESG Shape Corporate Image and Customer
Behaviour

ESG performance signalsac o mp a waluéss ethics, and long -term vision . It
shapes how stakeholders & investors, employees, regulators, and the public 8

perceive the brand.

Consumers increasingly make purchasing decisions basedonac ompany 0 s

environmental and social impact , not just price or quality.

A Ethical Consumption: Shoppers prefer brands that align with their values (e.g.,
cruelty-free, low-carbon, fair trade).

A Transparency Demand: Consumers expect clear ESG disclosures and traceable
supply chains.

A Loyalty and Advocacy. ESG-aligned brands enjoy stronger customer loyalty and
word-of-mouth support.

A Boycotts and Backlash: Poor ESG performance or greenwashing can trigger
consumer rejection.




ESG Shape Corporate Image

A. Strengthen Brand & Reputation T positive impacts to the
environmental and society in turn strengthen engagement of
customers, employees and other stakeholders

B. Improve Trust & Stakeholder Relations - transparency improve trust
among stakeholders and strengthen their license to operate

C. Demonstrate Leadership & Innovation i ESG and SDGs present
an opportunity for business-led solutions and technologies to address
thew o r |Ibdges sustainable development challenges

D. Use a Common Language for Sustainability T ESG requirements
define a common framework and language that help companies
communicate more consistently and effectively with stakeholders

25



ESG Influences Consumer Behaviour

A. Consumers Reward Sustainable Companies

A Around the world, consumers are increasingly basing their purchasing decisions on their
perceptionofac o mp a sugtaimability performance.

B. Younger Generations Prefer Responsible Brands
A Younger generations in particular value responsible and inclusive business practices.
C. Sustainability Drives Market Growth

A Global sustainable development challenges represent market opportunities for
companies able to deliver innovative solutions.

D. ESG Helps Stabilize Markets & Societies

A Business cannot succeed in societies that f a | lhveésting in the SDGs supports pillars
of business success.

A This directly influences consumer confidence and long-term brand loyalty.

26



Examples:

A A 2024 Hong Kong Consumer Council survey found that 91% of

respondents are willing to pay a premium (up to 7% more) for
eco-friendly products or services.

A A 2024 HKTDC and PwC Hong Kong report revealed that 68% Of B2B

decision-makers prioritise suppliers with clear ESG

https://www.hkt-enterprise.com/en/cases-trends/4Benefits-of-Embracing-ESG-into-Business-in-HK

27
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Module 4 - Key ESG Metrics used in financial decisions

ESG metrics are quantitative and qualitative indicators usedto measureac ompany 0 s
environmental, social, and governance performance. They help investors and boards evaluate
financial risks, opportunities, and long -term enterprise value.

Examples include:

A Ccarbon emissions (Scope 1, 2, 3)
A Energy intensity

A Water use

A Health & safety rates

A Diversity metrics

A Board governance indicators

28



Category Metric Description / Use in Finance Official Source (in brackets)
Measures total greenhouse gas emissions;
Scope 1, 2, 3 Emissions used for carbon pricing, transition risk, and (ISSB IFRS S2; GHG Protocol)
Climate & valuation adjustments.
imate —— : :
Garbon Carbon Intensity Emissions per unit of revenue/output; used to (ISSB IFRS S2)

compare efficiency and regulatory exposure.

Science -Based Targets

Long-term decarbonisation commitments;
signals risk management quality.

(SBTi; ISSB IFRS S2)

Energy, Water &
Resources

Energy Consumption / Intensity

Indicates operational efficiency and cost
exposure.

(GRI'302; ISSB IFRS S1)

Renewable Energy Use (%)

Shows transition readiness and reduces
long-term risk.

(GRI'302; ISSB IFRS S2)

Waste Diversion / Circularity
Metrics

Measures recycling, reuse, and waste reduction
performance.

(GRI 306; SDG Compass)

Social & Human
Capital

Lost -Time Injury Rate (LTIR)

Key safety metric affecting insurance costs and
operational risk.

(GRI 403; IFC Performance
Standards)

Employee Turnover Rate

Indicates workforce stability and productivity.

(GRI1401; ISSB IFRS S1)

Diversity & Inclusion Metrics

Signals governance quality and reduces
reputational risk.

(GRI 405; HKEX ESG Guide)

Governance &
Transparency

Board Oversight of ESG/Climate

Strong governance reduces risk and improves
investor confidence.

(HKEX Corporate Governance
Code; ISSB IFRS S1)

Anti -Corruption Metrics

Critical for compliance and reputational
protection.

(GRI 205; OECD Governance
Principles)

ESG Disclosure Quality &
Assurance

High-quality reporting reduces information
asymmetry.

(ISSB IFRS S1; EU CSRD/ESRS)

TCFD-Aligned Risk Management

Ensures climate risks are embedded into
enterprise risk management.

(TCFD Recommendations)

29




Case Study

AAHK
‘- Sustainability Report Q Search & Your Feedback
amns Lo 2017/18
Chairman & CEO World-class Our Future
Messages Our Approach Our People Gateway Airport

¥ Download PDF \ & \ EN~

About This
Report

HK People’s
Airport

@ Previous: GRI Content Index

Economic Performance!

You are in: Home - About This Report - Performance Data

Next: Verification Statement €

@ Download Image  EBTable

/

@ Previous: GRI Content Index Youarein: Home ) About This Report > Performance Data

Economic Performance!

Next: Verification Statement €

25,000
20,000
Unit 2013/14 2014/15 2015/16 2016/17 2017/18 E 15,000
) E
Economic value generated ¢ 10,000
I
Revenue HKS million 14810 16,367 18184 18627 21,994 5000
0
Economic value distribution
Operating costs HKS million 4872 5,053 5,848 5,796 6,058
Employee wages and benefits HKS million 1,669 1,786 2,082 2,360 2,825
Payments to providers of funds 12 HKS million 4613 5434 132 138 75

[ ] Operating Costs

Economic Performance

18,184
16,367
14,810

21,994

18,627

14,051

11,600
10,692 L
4,872 é 5,848 5,796 .05
g 2,825
1,669 2082 1512 2,360 : 1,810
!- !-ﬁ = W' Dl
2013/14 2014/15 2015/16 2016/17 2017/18

- Employee wages and benefits
- Financiel donations

Payments to government®

Revenue

- Payments to providers of funds?

~@- Economic value retained*

https://www.hongkongairport.com/iwov-resources/file/sustainability/environment/sustainable-

finance/AAHK Sustainalytics ESG Risk Rating Summary Report 2024.pdf
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Why ESG Metrics Matter in Finance

A. Identify Financially Material Risks

A ESG metrics reveal climate, social, and governance risks that affect cash flow, asset value,
and cost of capital.

B. Support Investment & Capital Allocation Decisions

A Metrics are Integrated into NPV (Net Present Value), IRR (Internal Rate of Return),
payback period, and scenario analysis.

C. Improve Transparency & Stakeholder Trust

A High-quality ESG metrics reduce information asymmetry and strengthen investor
confidence.

D. Benchmark Performance & Competitiveness
A Metrics allow comparison across industries and markets.
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Who Requires ESG Metrics?

Hong Kong (HKEX)
Mandatory ESG disclosure for listed companies
A Climate metrics aligned with TCFD
Global (ISSB)
A IFRS S1: General sustainability metrics
A IFRS S2: Climate metrics (GHG emissions, carbon intensity, scenario analysis)
International (TCFD)
A Governance, strategy, risk management, metrics & targets

EU Corporate Sustainability Reporting Directive / The European Sustainability
Reporting Standards (CSRD /ESRS)

A Mandatory double materiality
A Detailed ESG metrics with assurance
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Case Study

ESG Ratings

S&P Global
Ratings

» Rating: 75/100

* HKIA is the first airport globally to have its ESG rating
publicised by S&P.

» Last updated: July 2023
» ESG Rating Report in 2022
* ESG Rating Report in 2023

Since 2022, AAHK has obtained ESG ratings from Standard & Poor (S&P) Global Ratings and Sustainalytics.

Rated @m

MOORNINGSIAR | SUSTAINALYTICS

Rating: Low risk with a score of 13.2

Ranked top 3 among the 84 airports evaluated
Top-Rated ESG Performer (2023, 2024 and 2025)
Last updated: December 2024

ESG Rating Report in 2022

ESG Rating Report in 2023

ESG Rating Report in 2024

https://www.hongkongairport.com/iwov-resources/file/sustainability/environment/sustainable-

finance/AAHK Sustainalytics ESG Risk Rating Summary Report 2024.pdf
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In-class Exercise 2 - ESG disclosure

L e thave a look at how MTR disclosure ESG related
performances and metrics

QMTR Sustainability at MTR NIy ®EIXa!]#$ ]

Management Approach Environmental & Social Objectives Financial Sustainability Climate and Nature Reporting Framework Content In

_

OUR SUSTAINABILITY REPORT

We adopt a combined approach to disclosing our sustainability management
and performance, comprising this Sustainability Website which discloses
long-standing information, such as our management approach to key
sustainability issues, and the annual Sustainability Report which provides
annual updates on our sustainability-related initiatives, performance and
achievements, as well as our climate-related and nature-related disclosures.
Together with other publicly accessible information, they demonstrate how
we integrate sustainability into our business strategies and decision-making
processes.

Keep Cities
Moving Sustainably

A https://www.mtr.com.hk/sustainability/en/home.htm|
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Module 51 Stakeholder Engagement Strategies in ESG

Stakeholder engagement is the process of
identifying, understanding, and involving
Individuals or groups affected byac o mpany
operations, ESG impacts, or decisions in order
to:

|dentify material sustainability issues

Build trust and strengthen licence to
operate

Improve transparency and accountability
Reduce project delays and social risks
Align business strategy with stakeholder

oo Po T T

expectations

Made with Al

STAKEHOLDER ENGAGEMENT IN ESG

Key Steps to Effective Stakeholder Engagement

IDENTIFY & MAP ‘
STAKEHOLDERS

« Identify Key
Stakeholders

— A
g?g =1 anill

ENGAGE& INTEGRATE REPORT
FEEDBACK & IMPROVE

¢ Incorporate Insights « Disclose Progress

* Surveys & Meetings

« ESG Disclosure » Adapt Strategy & Goals « Monitor & Enhance

& Dialogues

« Assess Influence
& Interests

@ > 8 > T B 5

MATERIALITY DIALOGUE ACTION ACCOUNTABILITY




Strategy 1: Stakeholder Identification & Mapping

Key Actions

A |dentify internal & external stakeholders

A Map influence, interest, and impact

A Prioritise stakeholders based on ESG materiality

A Understand expectations, concerns, and potential risks

Tools

A stakeholder matrix

A Materiality assessment
A Impact mapping

Why It Matters
A Ensures ESG decisions reflect the needs of those most
affected and reduces blind spots in risk management.
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Strategy 2. Engagement Methods & Communication Channels

Key Engagement Methods

A Surveys, interviews, focus groups

A Community meetings & public consultations
A ESG reporting & disclosure

A Digital platforms & grievance mechanisms
A Investor briefings & sustainability roadshows

Why It Matters
Improves transparency, builds trust, and ensures
stakeholders have meaningful opportunities to influence

ESG decisions.
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Strategy 3: Integrating Stakeholder Feedback into ESG
Decisions

A Incorporate feedback into ESG strategy, KPIs, and reporting

A Adjust project design based on community or investor concerns
A Use stakeholder Input to refine risk management

A Document engagement outcomes and follow-up actions

Why It Matters
Creates a feedback loop that strengthens ESG

governance, reduces social risk, and improves long-term

enterprise value.
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Strategy 4. Reporting, Monitoring & Continuous Improvement

To o Jo Jo I

Report ESG performance transparently

Monitor progress against stakeholder expectations
Provide updates on commitments and corrective actions
Use assurance to strengthen credibility

Continuously refine engagement strategy

Why It Matters
Maintains trust, demonstrates accountability, and aligns
with global reporting standards.

39




Case Study 1 Stakeholders Engagement

IDENTIFY & MAP
STAKEHOLDERS

Made with Al

STAKEHOLDER ENGAGEMENT IN ESG

Key Steps to Effective Stakeholder Engagement

=1

ENGAGE &
CONSULT

INTEGRATE REPORT
FEEDBACK & IMPROVE

& Interests

@

MATERIALITY DIALOGUE ACTION

« ldentify Key ‘ * Surveys & Meetings * Incorporate Insights "« Disclose Progress
Stakeholders i = — |
'« ESG Disclosure » Adapt Strategy & Goals - * Monitor & Enhance \

» Assess Influence ‘ & Dialogues ‘

TRANSPARENCY & TRUST

» ﬂ‘ » Qo. » @

ACCOUNTABILITY

https://www.hongkongairport.com/iwov-resources/htmi/sustainability report/eng/SR1718/our-approach/stakeholder-engagement/
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Module 6 - Why ESG Matters in Financial Decision -Making

A ESG has gained traction among investors, companies increasingly integrate this
kind of thinking into their strategic planning, reporting, and communications
choices, and leverage ESG performance as a way of tapping into new markets.

A ESG factors Increasingly influence cost of capital , access to financing , and
Investor confidence

A Regulatory pressure (HKEX, China, EU CSRD/ESRS, ISSB) drives mandatory
Integration

A EsG performance signals management quality , risk resilience , and long -term
value creation
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The Push for Change and the Rise of ESG <¢)e‘
7

THE GLOBAL

COMPACT

A ESG practice gained the financial w o r |atiedtisn \/ = Winea
P J Nho Cares Wins
following the 2005 UN-sponsored report, The Global o
. . - Connecting Financial Markets
Compact, which argued that embedding ESG into to a Changing World
capital markets would lead to better societal Bbhpipstons b hdons el ebniibie s i 00
outcomes.
. . a

A The UN subsequently developed the Principles for PRINCIPLES FOR
Responsible Investment (PRI) to be the standard for PRI R AL
global asset manager and asset owner groups to : S -

contribute to a sustainable global financial system.
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ESG Integration in Capital Allocation

ESG considerations : o
Capital prioritisation

shifts toward

Investors increasingly

in Capital allocation orice ESG risks into:

decisions
A Climate transition ALow-carbon ADiscount rates
risks technologies
AValuation models
APhysical climate AEnergy efficiency
risks ACredit spreads
A Sustainable supply
ASOCiaI Iicence to Chain inveStmentS A'nsurance premiums
operate
AResilient
AGovernance quality infrastructure

& board oversight
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How Investors Integrate ESG

ESG Integration: embedding
ESG into valuation models

Screening: exclusionary or
best-in-class

Thematic investing: climate,
water, biodiversity

Impact investing: measurable
social/environmental outcomes

Active ownership:
engagement + voting

Hong Kong Example:
HSBC & Standard Chartered i ESG

y SR

To

in Lending Decisions

Banks in Hong Kong integrate ESG
into credit risk assessments.

High-emission sectors face stricter
lending criteria and higher interest
rates.

Sustainable finance products (green
loans, sustainability-linked loans)
reward companies with strong ESG
performance.
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ESG Investment @ Strategies
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Incorporate Exclude or select Invest in specific | | Generate measurable Engage with

ESG factors into companies based ESG themes social & companies to drive
financial analysis on ESG criteria (e.g, climate, water) | | environmental impact| | ESG improvements
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SHEI N_, Temu Shein opens its first physical store in Paris, -
faces protests, a €40 million fine, and calls for /
- w a ban, but continues to draw crowds of

customers, putting pressure on French
fashion and forcing Europe to react to
Chinese fast fashion.

Written by ul
Maria Heloisa Barbosa Borges 24
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Sustainability vs ESG

United Nations

Sustainability: “... meeting the needs of the present without
compromising the ability of future generations to meet their
own needs”

- Our Common Future (“Brundtland report”)

Long-term, holistic, system-wide @»
S g

Report of the World C on and

Our Common Future

United Nations

ESG: “"Recommendations by the financial industry to better s crow
integrate environmental, social and governance issues in

analysis, asset management and securities brokerage.” Who Cares Wins
S WhO Car ES WinS Connecting Financial Markets

to a Changing World

Investment focused, measurable, financial value

Source: United Nations (1987), UN Global Compact (2004)



Why ESG matters to corporate finance?

The Six Principles for Responsible Investment:

.:iPRI

1. We will incorporate ESG issues into investment
analysis and decision-making processes.

Principles

2. We will be active owners and incorporate ESG Responsible
issues into our ownership policies and practices. Investment PRI

3. We will seek appropriate disclosure on ESG
issues by the entities in which we invest.

4, ..
- 5,000 signatories il

=8 DD meg
« ~USD 140 trillion AUM YT INVESTMENT

EARS OF PROGRESS —

Source: PRI website, PRI (2006, 2007)



Why ESG matters to corporate finance?

Figure 1
S Climate-Related Risks, Opportunities, and Financial Impact
Recommendations of
the Task Force Transition Risks

Opportunities
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Markets
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Financial Disclosures
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Source: TCFD (2017)






