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1. Introduction  

Climate change is one of the greatest challenges to the global economy. The shifting weather 

pattern is an urgent threat with unprecedented impacts on ecosystems, societies and 

economies. This was formally recognised in 2015, when the Paris Agreement was signed by 195 

countries at the United Nations Climate Change Conference (COP21), committing to limit 

global warming to well below 2 degrees Celsius (°C) compared with pre-industrial levels and 

pursuing efforts to limit the temperature increase to 1.5 °C compared with pre-industrial levels. 

It also set a long-term ambition of reaching net-zero greenhouse gas (“GHG”) emissions by 

2050. The financial sectors play a vital role in ensuring fund flows are consistent with the goal of 

transitioning to a pathway of low carbon emissions. The development of green finance as well 

as the low-carbon economy can be cited as among the contributions of the financial world to 

the climate cause in recent years.   

 

At Hang Seng Investment Management Limited (“HSVM”), we recognise the significant 

potential impact of climate change on our clients and the investments managed by us. We 

are committed to making our own contribution by considering the potential impact on 

climate change in our investment processes. In line with the direction of global regulators on 

the management and disclosure framework of climate-related risks, the Hong Kong Securities 

and Futures Commission (“SFC”) has introduced similar requirements for licensed persons under 

its governance. This policy is aimed at providing investors with a better understanding of how 

HSVM integrates the climate change strategy in its investment process.  

 

 

 

 

 

 

 

 

  



 

 

 

Our responses to climate challenge include three main aspects of disclosure: governance, 

climate investment strategy, and risk management. 

 

2. Governance  

HSVM believes that a strong governance structure will help ensure the effective oversight of 

the implementation of environmental, social and governance (“ESG”) initiatives and fulfilment 

of our fiduciary duties; and will help protect our clients against investment risks arising from 

climate change. Hence, we have developed a clear governance structure, which comprises 

the Board of Directors (“Board”), the ESG Steering Committee (“ESG SteerCo”) and the ESG 

Investment Review Committee, for the oversight and management of climate-related risks. 

 

2.1 Climate-related governance structure 

Board of Directors 

HSVM’s ESG and climate-related matters are overseen by the Board, which is ultimately 

responsible for the long-term business strategy, including sustainability-related initiatives. This 

includes the oversight of climate-related issues revealed during business updates by senior 

HSVM executives. HSVM’s ESG strategies and developments, including climate-related topics, 

are reported as a regular agenda item. The Board holds at least two meetings each year.  

 

Executive Committee and ESG Steering Committee  

The Board, through the Executive Committee, has delegated the supervision of climate-

related risks to the ESG SteerCo. The ESG SteerCo is chaired by the Chief Executive Officer 

(“CEO”) and its members include the Chief Investment Officer (“CIO”), the Chief Risk Officer 

(“CRO”) and the Chief Operating Officer (“COO”).  

 

The ESG SteerCo performs the following functions: 

 provides direction and oversight on the progress of ESG pursuits across HSVM including: 

the investment process; the risk management process; and operations. 

 allocates resources to ESG-related operations. 

 defines and establishes ESG strategies and goals, including the climate strategy. 

 sets and reviews Key Performance Indicators to track the progress of climate change 

targets.  

 

 



 

 

 

The ESG SteerCo meets at least semi-annually, or as and when required in pace with the 

development progress of ESG initiatives. Any significant issues will be addressed at a higher 

level, namely the Executive Committee, and the Board, where necessary.  

 

ESG Investment Review Committee  

Structured under the ESG SteerCo, the ESG Investment Review Committee is chaired by the 

CIO and its members include the CRO and fund managers. The ESG Investment Review 

Committee is responsible for ESG integration in the investment processes, such as directing 

engagement with investee companies on a need basis, and review of ESG scores and climate 

related risks across investment portfolios. The ESG Investment Review Committee also identifies 

and monitors key ESG risks, including climate-related risks, for specific investee companies 

where ESG issues are identified and determines the appropriate actions to take: e.g. 

engagement with the investee company concerned, tightening restrictions on holdings, and, 

in extreme cases, prohibition of holding any stake in the investee company concerned. The 

committee meets at least on a quarterly basis or as and when required.   

 

2.2 Climate Goals 

HSVM is aware of the potential material economic impacts of climate change on the 

investments managed by us and on our investors. As such, we are devoted to the cause of 

carbon footprint reduction. In this regard, our target is to achieve 30% reduction of our entity-

level weighted average carbon intensity (“WACI”) by 2025 and 50% reduction by 2030, 

compared with 20191; and our longer-term goal is to head towards net zero by 2050. 

 

 

 

  

                                                           
1 The baseline year for calculating carbon emission reduction as measured on 31December 2019 and the target years for the 

same as measured on 31 December 2025 and 31 December 2030. 



 

 

 

3. Climate Investment Strategy  

HSVM acknowledges the significant potential impact of climate change on our clients’ assets 

and we are committed to playing our role in tackling climate change. In this regard, we 

identify and consider the impact of climate-related risks on the investments managed by us 

and incorporate the relevant and material climate-related risks in our investment 

management processes. 

 

3.1 Integration of climate-related risks 

HSVM identifies, assesses, manages and monitors climate-related risks of two main categories: 

physical risks and transition risks.   

 Physical risks: climatic consequences that arise directly from the change of climate 

conditions, which can be acute climate risks like tropical cyclones, coastal flooding and 

wildfires, as well as chronic climate risks like extreme heat waves, extremely cold 

weather and heavy precipitation.  

 Transition risks: climate risks that arise inevitably during transition to a low carbon 

economy, which refers to the potential impacts of climate change policies on 

companies operating in countries which commit themselves to decarbonising over a 

certain time frame. 

 

Climate-related risks associated with actively-managed equity and fixed income portfolios are 

identified at the portfolio level by our ESG analysts and investment teams. The findings will be 

tabled at the ESG Investment Review Committee on a quarterly basis, followed by a review by 

respective investment teams. Climate data used by HSVM are mainly sourced from selected 

third-party data provider, together with ESG disclosures, and based on discussions with the 

investee companies concerned if possible. Examples of climate risks-related information being 

considered include carbon-related metrics such as portfolio carbon footprint2, weighted 

average carbon intensity (“WACI”)3, as well as climate-related metrics such as aggregated 

climate value-at-risks (“cVaR”)4, transition risks and physical risks.  

                                                           
2 Weighted Average Carbon Intensity (“WACI”) (tCO2 e/ m$): the portfolio weighted average of investee companies' 

Carbon Intensity (tonne emissions/ million USD sales) 

 
3 Portfolio Carbon Footprint: Carbon emissions normalised by the portfolio’s market value and expressed in tonnes of carbon 

dioxide equivalent emissions (CO2e) per million dollars invested 
4 Aggregated climate value-at-risks (“cVaR”) (%): Sum (Policy Risks [Scope 1 Direct GHG Emissions + Scope 2 Electricity Use + 

Scope 3 Value Chain GHG Emissions] + Technology Opportunities + Physical Risks 



 

 

 

Investee companies that are identified as having a relatively high exposure to transition risks 

and physical risks will be reviewed and discussed by our ESG analysts and respective 

investment teams. The impact of climate-related risks and opportunities on such investee 

companies’ businesses, management strategies and financial projections will be analysed and 

highlighted for further evaluation.  

 

As and when more relevant climate risk metrics become available, HSVM will consider 

embedding them into its investment processes to strengthen its climate strategy. 

 

The degree of relevance of climate-related risks to the investment and risk management 

processes for different type of funds will depend on the nature of the fund concerned and the 

investment strategy applied to it. For example, climate-related risks will be deemed irrelevant 

to index-tracking funds adopting a full replication methodology. For some portfolios where the 

availability of climate-related risk data is unavailable, a qualitative approach may be used 

instead of a quantitative one. As such, the HSVM investment and risk management processes 

applied for the purposes of taking climate-related risks into consideration may change over 

time when further information becomes available.  

 

3.2 Active ownership 

HSVM believes that our understanding of the disclosure and management of climate-related 

risks adopted by investee companies is of utmost importance in the oversight of climate-

related risks associated with the investments managed by us. Therefore, we encourage 

investee companies to improve their transparency and disclosure of climate-related risks on a 

best effort basis. 

 

3.3 Proxy voting 

HSVM makes use of proxy voting to encourage investee companies to implement ESG-related 

initiatives. We demonstrate stewardship and support resolutions that promote and improve 

each investee company’s ESG standards, including but not limited to, strategy and 

governance, climate risk disclosure and carbon emission reduction targets. For more details, 

please refer to our proxy voting guidelines: 

https://www.hangsenginvestment.com/cms/ivp/hsvm/document/ProxyVotingGuidelines.pdf 
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4. Risk Management  

HSVM recognises the significant potential impacts of climate change on our clients’ assets, 

and integrates climate-related risks into our overall risk management framework.  

 

4.1 Risk monitoring 

Investment Management Team 

Significant ESG risks, including climate-related risks, associated with our clients’ assets are 

regularly monitored under our risk management framework. Ongoing assessments of climate-

related risks are conducted, including periodic updates on ESG metrics and climate-related 

metrics with regard to our investment portfolios. Our ESG analysts and fund managers are 

responsible for monitoring and evaluating significant climate-related risks associated with 

investee companies and their overall impact on the relevant investment portfolios. 

 

Risk Management Team 

The Risk Management Team is responsible for developing our climate change measures, such 

as implementation road map, implementing the risk monitoring framework, facilitating ESG 

initiatives such as ESG data analytical enhancement, performing climate goal analysis, and 

coordinating developments of disclosure practices with the operation and investment teams.  

 

The Risk Management Team is also in charge of setting risk monitoring levels on cVaR for each 

actively-managed portfolio against the relevant benchmarks in order to identify any excessive 

exposure to climate related-risks. Irregularities will be reviewed and further analysed by way of, 

among other things, sectorial breakdown, and discussions will be held between the respective 

fund managers, ESG analysts and the Risk Management Team. The findings will be further 

reviewed by the ESG Investment Review Committee and, for extreme cases, the relevant 

investee companies may be included on a restricted list.  

 

4.2 Internal control  

The climate risk controls are conducted throughout the organisation and the scope of duties is 

mainly divided among the different teams as follows:  

 

First Level of Control 

The Investment Team will perform pre-trade monitoring, and the Operations Team will perform  

 



 

 

 

post-trade monitoring, including any climate-related investment rules and restricted list for 

both cases.   

 

Second Level of Control 

The Risk Management Team is responsible for establishing climate monitoring thresholds to help 

identify significant climate-related risks and consider if any action is required. Regular reviews 

of the validity of climate risk factors for each ESG-themed product are also conducted to 

ensure the product continues to fulfil its strategy. In addition, HSVM’s Compliance Team will 

oversee adherence to regulatory requirements.  

 

The ESG SteerCo plays a key role in overseeing and monitoring compliance with ESG 

regulations and internal policies.  

 

4.3 Scenario analysis 

HSVM uses climate scenario analysis to assess the impact of climate-related risks on our 

portfolios based on a range of plausible future scenarios. The process includes: 

 Identifying and defining a range of scenarios, under different warming levels, that 

provide a reasonable diversity of potential future climate circumstances.  

 Evaluating climate-related investment risk factors for each portfolio.  

 If any significant irregularities are identified from the scenario analysis, discussions will be 

held with investment managers. 

 

  



 

 

 

5. Disclosure  

We believe that transparent disclosure is important for different stakeholders to understand our 

climate-related strategy and business resilience. We measure the portfolio carbon footprints of 

Scope 1 and Scope 2 GHG emissions associated with each fund’s underlying investments, and 

such carbon footprints at the fund level will be disclosed in compliance with the SFC’s 

regulatory requirements for climate-related risk disclosure. The carbon emission figures will be 

updated and disclosed at least yearly in HSVM Fund’s Annual Financial Reports5. 

  

                                                           
5 In accordance with the latest regulatory requirements, the carbon emission figures will be disclosed in HSVM Fund’s Annual 

Financial Reports starting from the financial year ending 31 December 2022 which will be published not later than 30 April 2023. 



 

 

 

6. Conclusion  

HSVM is committed to addressing climate change by integrating climate-related 

considerations into our business. We will continue to develop our climate strategy and 

strengthen our policy to play our part in supporting long-term climate ambitions.  

 

 

 

 

 

 

 

 

 

 

 

 


