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Banking 
on a 
Sustainable 
Future

Banks are at the forefront of the ESG wave 
in Asia, in one sense more intrinsically so 
than in other regions. That’s because the 

continent is home to some 60% of humanity — and 
a high proportion of the world’s major infrastructure 
projects.

Regulatory frameworks are developing fast. The 
volume of regulations in Asia has doubled in five 
years, by one estimate from Goldman Sachs. But 
there is some way to go before catching up with 
pace-setters in Europe.

ASIA BANKS

Asian lenders must manage 
evolving regulations and data 
challenges

4 ESG Data & Technology | Special Report



ASIA BANKS

Asia’s disparate 
and diverse 
nature means 
that regulatory 
frameworks 
that exist across 
countries are 
patchy and 
vary widely. 
Calls for more 
standardised 
rules across 
the region are 
becoming louder.
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ASIA BANKS

Asia’s disparate and diverse 
nature also means that regulatory 
frameworks that exist across 
countries are patchy and 
vary widely. Calls for more 
standardised rules across the 
region are becoming louder.

“Firms and investors are 
navigating a confusing 
landscape of disclosure 
frameworks, incentive structures, 
data collection methods 
and external assessments,” 

according to the Asia Securities Industry & 
Financial Markets Association (ASIFMA), which 
represents more than 165 financial groups in Asia. 
“Variation is evident not only between markets but 
also within markets.”

A major challenge is securing the quality of data 
that underpins a robust ESG framework. ASIFMA 
has called for standardisation firstly in the data that 
corporate clients should disclose to banks, and 
secondly in the metrics that lenders should use to 
assess creditworthiness. Its survey found 35% of 
respondents identified “poor quality data” as their 
biggest challenge in ESG investment.

A major 
challenge 
is securing 
the quality 
of data that 
underpins a 
robust ESG 
framework.
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Carrot and Stick
One key responsibility for banks in the fight against 
climate change will be directing funds away from 
clients that are among the biggest polluters. That 
might involve a carrot approach — helping improve 
their sustainability performance — or a stick — 
refusing to work with them altogether.

As a case in point, Singapore lenders must now take 
action against environmentally weak clients, whether 
by offering cheaper loans in return for the company 
achieving its carbon-emission goals — or by raising 
borrowing costs on firms that refuse to act.

Under new rules from the Monetary Authority of 
Singapore, banks must undertake more rigorous due 
diligence on customers with higher environmental 
risks, and can drop a customer if they deem the risks 
too high.

In April 2022, the Association of Banks in Singapore 
produced a template of questions for banks to 
use in discussions with corporate clients covering 

environmental risks and data. 
The aim is partly to pinpoint 
opportunities to finance efforts 
to transition toward a greener 
economy.

Australian regulators have brought 
in similar guidelines to those of 
Singapore’s regulator, while Hong 
Kong has introduced climate 
change disclosure requirements 
and incorporated elements of 
the recommendations of the 
Task Force on Climate-Related 
Financial Disclosures (TCFD) into 
its rules. Authorised institutions 
will be asked to make their first 
TCFD disclosures by 2025 at the 
latest.

As with Singapore, Hong Kong 
lenders will be expected to 
encourage corporate clients 

So while banks know what to do, how 
to do it is a different thing. Therefore, 
capacity and capability-building 
within all levels of the organisation, 
appropriate tech, procedures, and 
external advisors are all part of the 
toolkit to ensure compliance in the  
most efficient manner.
Jason Norman Lee, Managing Director, Legal & Regulatory,  
Temasek International Pte Ltd
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achieve peak carbon by 2030 and 
carbon neutrality by 2060.

Separately, China has rolled out 
a new climate change policy that 
highlights the role of the financial 
sector in facilitating green 
financing and investment.

Financial institutions will be 
encouraged to expand their green 
finance activities and invest in 
climate adaptation projects. The 
policy — covering the period 
through 2035 — includes the 

to collect data on climate risk and their plans to 
manage that risk. Banks await more details on how 
to assess that data, Reuters reported.

China’s multi-pronged strategy
China has its own approach. The central bank has 
begun conducting quarterly evaluations of 24 major 
lenders’ performance in green finance businesses. 
Banks are assessed on an array of measures 
including the total value of their green finance 
business versus total assets and those of other banks.

The growth of green finance is one of the People’s 
Bank of China’s key priorities for its five-year plan 
through 2025, in line with a national pledge to 

Under new 
rules from 
the Monetary 
Authority of 
Singapore, banks 
must undertake 
more rigorous 
due diligence 
on customers 
with higher 
environmental 
risks, and can 
drop a customer 
if they deem the 
risks too high.
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Having the gumption
According to Kamran Khan, 
Deutsche Bank’s head of ESG 
for Asia Pacific, the task for 
global banks “is to be able 
to understand the rules and 
the materiality of what those 
standards mean; how they can 
be applied to on-the-ground 
realities in Asia; and to have 
the gumption to ask our clients 
and our own teams to provide 
the evidence and data to 
substantiate their ESG claims.”

Among the key focuses for 
policymakers is systemic risk 
to the financial system brought 
about by the enormous scale of 
the planned transition to a low 
carbon future — transition risk, as 
it’s termed.

launch of products such as sustainable bonds and 
catastrophe and climate risk insurance products.

New regulations are one thing, working out how to 
adopt them is another.

Jason Norman Lee, Managing Director, Legal & 
Regulatory, at Temasek International Pte Ltd in 
Singapore, said organisations are faced on the 
one hand with the challenge of understanding 
the nuances of regulations and ensuring there is 
sufficient capacity within a company to apply them 
in daily business activities, and on the other with 
collating and processing the data required to ensure 
compliance.

“So while banks know what to do, how to do it is 
a different thing,” Lee said. “Therefore, capacity 
and capability-building within all levels of the 
organisation, appropriate tech, procedures, and 
external advisors are all part of the toolkit to ensure 
compliance in the most efficient manner.”

[The task for global banks] is 
to be able to understand the 
rules and the materiality of what 
those standards mean; how 
they can be applied to on-the-
ground realities in Asia; and to 
have the gumption to ask our 
clients and our own teams to 
provide the evidence and data to 
substantiate their ESG claims.
Kamran Khan, head of ESG for Asia Pacific, Deutsche Bank
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The 
occurrence 
of extreme 
climate 
events, as 
well as a 
disorderly 
transition to 
a low-carbon 
economy, 
could have 
destabilising 
effects on 
the financial 
system

dedicated to ESG to enable 
banks to fully contend with 
these risks.

Weak governance
IFC, part of the World Bank 
Group, deployed $3.6 billion for 
climate financing in 2021 and 
advises financial institutions in 
the region on doing business in 
a sustainable way by promoting 
sound ESG practices

The Financial Stability Board, which looks for cracks 
in the financial system, warns that “the occurrence 
of extreme climate events, as well as a disorderly 
transition to a low-carbon economy, could have 
destabilising effects on the financial system, 
including through a rise in risk premia and falling 
asset prices in the relatively short term.”

Physical risks, from natural disasters such as floods 
and heatwaves, or longer-term effects such as sea-
level rise, also cast a shadow. Regulators in Asia 
are introducing rules for banks to manage climate-
related risks and conduct scenario analysis, which 
helps identify and prepare for the impacts of climate 
change. Systemic risk on a broader scale is also 
being assessed.

Being done well
As well as the E in ESG, banks are at the forefront 
in matters S and G. For example, when financing a 
big infrastructure project, there are financial risks 
(e.g. if a company is fined for ESG non-compliance), 
reputational risks (e.g. if a project faces media 
criticism or resistance) and liability risks (e.g. if a 
project causes environmental damage).

Lenders will increasingly have to weigh up the effect 
of a massive development, such as flooding and 
displacement caused by a new hydropower project, 
against the potential benefit of spreading electricity 
to new regions.

“Bankers and other financial institutions will only make 
money from these projects if they are done well,” 
wrote Kate Lazarus, senior ESG advisory lead for Asia 
Pacific at International Finance Corporation (IFC), and 
Mahwesh Khan, IMD research associate, in “I By IMD.”

“And being done well means taking care of ESG 
considerations, especially with regards to the people 
who are affected.”

They pinpoint as a particular challenge the 
insufficient human and financial resources 
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Source material

I by IMD article

Deutsche Bank

Asifma report

China’s 20 35 strategy – Regulation Asia

Goldman report

ICE report

S&P report

Reuters Hong Kong story

Temasek and HKEX comments from interview

Meantime, S&P Global Ratings 
ranks governance-related risks 
as “most material” for Asian 
banks.

“They are usually related to weak 
governance and transparency in 
some emerging markets, as well 
as some individual banks’ high-
risk appetites or failure to manage 
the risks they take,” the credit 
rating agency wrote in a report.  

http://t.ly/ZLqp
http://t.ly/dgU4
http://t.ly/Invj
http://t.ly/Amdn
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Bursa Malaysia 
Focusing on ESG

2. All Main Market-listed issuers to provide climate-
related disclosures that are aligned with TCFD 
Recommendations. ACE Market-listed issuers, 
on the other hand, are required to produce a 
basic transition plan towards a low-carbon 
economy);

3. Disclosure of sustainability matters and 
indicators that are deemed material for listed 
issuers in specified sectors (Main Market-listed 
issuers only);

4. Disclosure of data for at least three financial 
years for each reported indicator; and

5. All listed issuers to state whether the 
Sustainability Statement has been assured.

Enhancing Board Quality and Diversity
Apart from sustainability reporting, governance 
standards of listed issuers continue to be a 
priority for the Exchange, with the most recent 
enhancements focusing on board governance. To 
strengthen board independence, the enhanced 
Listing Requirements now limit the tenure of an 

Sustainability Reporting Requirements
One of Bursa’s main aspirations is to be a leading 
market for sustainability and ESG in the region, 
and to proactively contribute to the sustainable 
development of our nation. Towards this end, Bursa 
Malaysia has continuously updated its reporting 
requirements for listed issuers to ensure that they 
are on par with international standards and address 
the distinctive informational needs of our key capital 
market stakeholders. Currently, all listed issuers are 
required to disclose a Sustainability Statement in 
their annual reports detailing their management of 
material economic, environmental and social risks 
and opportunities.

As part of the Exchange’s continuous efforts to 
further improve the sustainability-related practices as 
well as disclosures of our listed issuers, we intend to 
introduce major enhancements to our sustainability 
reporting requirements in the Listing Requirements. 
Specifically, our proposals include the following:

1. Disclosure of a set of common sustainability 
matters and indicators that are deemed material 
for all listed issuers;

SPONSORED STATEMENT BURSA MALAYSIA

Bursa Malaysia (“The Exchange”), being one of the largest bourses in 
ASEAN, operates and regulates a fully integrated exchange offering a 
comprehensive range of exchange-related facilities including listing, 
trading, clearing, settlement and depository services.
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independent director to not more than a cumulative 
period of 12 years. 

The Exchange also requires listed issuers to have in 
place a fit and proper policy that addresses board 
quality and integrity for the appointment and re-
election of directors. 

Separately, in support of the board diversity agenda, 
we now require all listed issuers to appoint at 
least one woman director on their boards. Listed 
issuers with market capitalisation of RM2 billion 
and above must comply with the requirement from 
1 September 2022 onwards, while the rest must 
comply from 1 June 2023 onwards.

PLC Transformation Programme
Apart from the enhanced Listing Requirements, 
Bursa has also recently launched its PLC 
Transformation Programme, which aims to 
improve the attractiveness as well as investability 
of our listed issuers to investors, both local and 
international. 

One of the five main thrusts of the PLCT programme 
is to nurture our listed issuers to be more 
sustainable, socially responsible and ethical. The 
recently launched Guidebook 2 on ESG provides 
detailed guidance for our listed issuers to develop 
a well-defined ESG approach, including putting 
in place better governance, and more effective 
management of environmental and social 
performance through embedding robust ESG 
practices across key functions of the organisation.

Encouraging ESG Adoption
The FTSE4Good Bursa Malaysia Index was launched 
in December 2014, which is part of the Exchange’s 
effort to support investors looking to integrate ESG 
considerations into their investment decisions. 

SPONSORED STATEMENT BURSA MALAYSIA

This ESG index has played an essential role in 
recognising PLCs that have taken steps to improve 
their ESG practices and disclosures. The index will 
include PLCs with a score of at least 2.9 out of 5, 
and that can demonstrate that they are applying 
measures to mitigate their material ESG risks. The 
ESG theme exposures differ depending on the 
industry/sector they operate in. 

Growing the number of constituents in the 
FTSE4Good Bursa Malaysia index is an area of 
focus for the Exchange. The number of constituents 
has seen steady growth since inception, from 24 to 
the current 89. Bursa Malaysia regularly organises 
engagements, workshops, and webinars for PLCs to 
keep them abreast of pertinent developments and 
ever-evolving disclosure requirements observed in 
the global sustainability space.

In a separate development, Bursa Malaysia has 
collaborated with local banks such as Alliance Bank 
Malaysia Berhad, OCBC Bank (Malaysia) Berhad, 
CIMB Bank Berhad and HSBC Amanah Malaysia 
Berhad with the aim of improving Malaysian-listed 
issuers’ ESG adoption practices. Under these 
partnerships, Bursa Malaysia, together with the 
banks, will develop sustainable financing options 
that recognise listed issuers’ ESG credentials in 
accordance with the FTSE4Good assessment 
criteria. This complements the regulatory framework 
that the Exchange has implemented.

Conclusion

Taken together, the key ESG-related initiatives above 
will propel our listed issuers as well as the wider 
capital market ecosystem to greater heights and, 
by doing so, realise the Exchange’s aspiration to 
become a leading market for sustainability and ESG 
in the region and beyond. l

DISCLAIMER: This report is provided for general information purposes only. Although care has been taken to ensure the accuracy of the information within this report, 
Bursa Malaysia Berhad and its subsidiaries (“Bursa Malaysia Group”) do not warrant or represent, expressly or impliedly as to the completeness, accuracy or currency 
of the information in this report. Bursa Malaysia Group does not endorse and shall not be liable for any information in this report that have been obtained via third party 
sources (if any). The information contained in this report is neither an offer or solicitation to enter into any transaction nor is it a recommendation or endorsement of any 
product(s) mentioned in this report. The information also does not constitute legal, financial, trading or investment advice. You are advised to seek independent advice 
and/or consult relevant laws, regulations and rules prior to trading/investing. Bursa Malaysia Group does not accept any liability howsoever arising, including any liability 
arising from any trading/investment decisions made on the basis of this information. This report or any part of this report shall not be used or reproduced in any form 
without Bursa Malaysia Berhad’s prior written permission.
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ESG & the Evolving 
Demands on Asset 
Managers and Banks

ASSET MANAGEMENT
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The absence of standardised 
rules and consistent approaches, 
combined with a fast-evolving 
regulatory environment, require 
financial companies to be fleet-
footed in order to keep up, let 
alone stay ahead.

A sset managers in Asia could be  
forgiven for thinking ESG stands for  
Ever-Shifting Ground. The good  

news is that developments are afoot that stand  
to usher in a more homogeneous future.

ASSET MANAGEMENT
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Notably, the International 
Sustainability Standards Board 
(ISSB) — created at COP26 
in Glasgow in 2021 — has 
been tasked with developing a 
comprehensive global baseline of 
sustainability disclosures for the 

world’s capital markets. Its draft rules were released 
in March, and final guidelines are due to be published 
by the end of the year.

“There is an alphabet soup of many, many 
standards,” said Emmanuel Faber, ISSB chair, in a 
Bloomberg TV interview. “The ISSB could play a role 

16 ESG Data & Technology | Special Report
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in trying to bring everyone within 
a…unified global baseline and 
building blocks on the themes of 
ESG topics.”

The initial standards will cover 
requirements for sustainability-

related and climate-related disclosure, building on 
work by the Task Force on Climate-Related Financial 
Disclosures (TCFD) — set up by the Financial 
Stability Board — and the Sustainability Accounting 
Standards Board.

The ISSB “will bring further transparency on the 
financial impacts of climate change,” said Mary 
Schapiro, head of the TCFD Secretariat. According to 
consultancy KPMG, the development could “signal 
a new era in corporate reporting where the same 
rigour is demanded for sustainability reporting as for 
financial information.”

Fund manager Invesco said the participation of 
Asian countries will be “critical to enabling consistent 
and purposeful comparisons” of sustainability 
reporting across sectors and geographies.  Financial 
companies in Asia are already adapting to a plethora 
of regulations, including a growing volume of 
mandatory disclosures.

Hong Kong, which aims to implement the ISSB 
standards by the end of 2022, requires fund 
managers to include climate risks in their processes 
as well as make appropriate disclosures. The 
regulator there has established rules for funds 
seeking to use ESG, or green, in their names, 
highlighting the major regulatory concerns over 
“green-washing”.

In Singapore, environmental risks must be tallied in 
research and portfolio construction, while  
asset managers need to undertake scenario 
analysis when the environmental risk is seen as 
“material”. Under Monetary Authority of Singapore 
(MAS) guidelines, banks must disclose their 
approach to managing environmental risk and  
its potential impact on their business at least once 
a year.

Japan is seeking to mandate disclosures from 
larger listed companies in 2022, and eventually 
from all companies that produce annual reports. 

There is an 
alphabet soup 
of many, many 
standards. The 
ISSB could play 
a role in trying to 
bring everyone 
within a…unified 
global baseline 
and building 
blocks on the 
themes of ESG 
topics.
Emmanuel Faber, ISSB chair,  
in a Bloomberg TV interview
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India has implemented 
sustainability-related reporting 
requirements for the top 1,000 
listed companies by market 
value.

China requires key polluting 
companies and subsidiaries 
to publish environmental 
information. A mandatory 
disclosure system will come 
into effect by 2025, mostly 
covering large polluters, and 
listed companies and bond 
issuers with a poor record in 
environmental protection.

China’s central bank undertakes 
quarterly assessments of 
24 major banks on their 
green finance performance. 
In a potentially significant 
development, a mashup of 
state and private bodies — 
China Enterprise Reform 
and Development Society 
(CERDS) — has compiled the 
country’s first ESG disclosure 
standards, albeit not mandatory. 
China’s regulators are urging 
listed companies to report 
ESG information with a view 
to introducing mandatory 
disclosure in the future.

Whatever the rules, the 
availability of accurate and 
appropriate data is crucial. 
Hong Kong’s central bank has 
drafted regulations requiring 
banks to improve their ability 
to fill any information or data 
gaps. Malaysia plans to create 
a catalogue of climate data to 

support scenario analysis and various needs, while 
Australia’s regulator is seeking help on physical 
climate risk modelling.

For asset manager Amundi, covering some 10,000 
companies using 37 ESG criteria requires the input 
of no fewer than 15 data providers.

“This produces a lot of data that takes a long time 
to compute,” said Eric Bramoulle, the company’s 
CEO in South Asia, on a call organised by The Asset 
magazine and Deutsche Bank. “This is where we 
are focusing a lot of our energies.”

He is not alone. Different asset managers and 
banks require different types of data or different 
granularities of the data, and this creates a 
reporting, collation and operational burden on 
companies, said Jason Norman Lee, Managing 
Director, Legal & Regulatory, at Temasek 
International Pte Ltd in Singapore.

Lee pointed to initiatives such as the European 
Single Access Point, which offers a one-stop 
shop for public financial and sustainability-related 
information about EU companies and investment 
products, as useful developments. Technology will 
also play a bigger part.

Globally, the market for ESG data is on a tear, 
surpassing $1 billion annually for the first time in 
2021, according to U.S. consultant Optimas. That 
figure may jump to $1.3 billion in 2022.

Another strain on institutional investors comes 
simply from operating in places where climate 
policy is less supportive than, say, in the European 
Union, according to Zoe Whitton, a partner 
at climate consultancy Pollination. This has 
contributed to “a material extension of the scope 
and responsibility of the traditional institutional 
investor,” since they are required to navigate 
inconsistencies between standards.
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Globally, the market for ESG data is on 
a tear, surpassing $1 billion annually for 
the first time in 2021, according to U.S. 
consultant Optimas. That figure may 
jump to $1.3 billion in 2022.

A report by Goldman Sachs 
highlighted the emergence of 
fund requirements across Asia, 
mirroring developments in Europe 
that have seen funds attract 
greater inflows as the system has 
developed.

“As a read-across for what may 
evolve in the APAC market, 
European ESG funds have 
benefited from tightened ESG 
fund requirements,” the bank’s 
report said, noting that Asia 
had potentially overtaken the 
U.S. in terms of ESG corporate 
disclosure.

And while Asia Pacific may lag 
Europe, regulators have used that 
gap to evaluate global policies 
before adapting them to their 
domestic markets, according to 
Magnus Cattan, vice president, 
ICE Fixed Income & Data 
Services.

An already challenging situation 
faces further complexity, with 
the Taskforce for Nature-related 
Financial Disclosures (TNFD) 
— dubbed “TCFD for nature” — 
developing quickly. More than 
half of the world’s economic 
output — $44 trillion of economic 
value generation — is moderately 
or highly dependent on nature, 
so nature loss represents a 
significant risk to corporate and 
financial stability, according to 
the taskforce. 

“If you were to have asked 18 
months ago whether banks and 
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ESG regional development in Asia, in a January 
2022 report. “That is no longer the case.”

“There is now a general acceptance that biodiversity 
loss and the climate crisis go hand in hand even if 
there is an ongoing struggle to find bandwidth to 
engage with another, more complex new area.”  

asset managers really wanted 
to talk about the financial risks 
associated with biodiversity 
loss, you would have been 
met with a healthy degree 
of scepticism,” wrote Gilly 
Hutchinson, Linklaters’ head of 

If you were to have asked 18 
months ago whether banks 
and asset managers really 
wanted to talk about the 
financial risks associated 
with biodiversity loss, you 
would have been met with a 
healthy degree of scepticism. 
That is no longer the case.
Gilly Hutchinson, Linklaters’ head of ESG regional development in 
Asia, in a January 2022 report



Creating Opportunities,
Growing Values
The pulse of our marketplace is defined by the
vibrant entrepreneurial spirit of our traders, investors
and fundraisers.

We uncover an evolving myriad of opportunities that
connects investors and business. Opportunities that
create value for everyone.

In light of the growing global call for sustainability,
Bursa Malaysia pledges to be carbon neutral in 2022,
and with net zero greenhouse emissions by 2050
across our operations.

BursaMalaysia.com
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Does Asia Need 
a Unified ESG 
Taxonomy?

TAXONOMIES

22 ESG Data & Technology | Special Report



In terms of money flows alone, 
Asia-Pacific sustainable 
finance is on an upward 

trajectory. While lagging their 
pace-setting peers in Europe, 
investors in Asia have a 
robust and growing appetite 
for environmental, social and 
governance-labelled assets. 
Sustainable bond issuance in 
Asia ex-Japan rose to a record 
$85 billion in 2021, according 
to Refinitiv data, and the market 
is expected to almost double in 
2022, and quadruple by 2025.1

1  Refinitiv

TAXONOMIES

ESG investment in Asia is surging, but the region is generally 
considered to be behind the European Union in the development 
of ESG taxonomies. As countries move at different speeds 
towards developing their own standards, is this multiplicity an 
obstacle to a greener future?

Conditions are also “ripe”, as a 
Moody’s report asserts, for the 
increased issuance of sovereign 
sustainable bonds in the region.2

Net inflows into Asia ex-China 
and Japan sustainable funds, 
meanwhile, reached $911 million 
in the first quarter of 2022.3 China 
ESG funds alone drew in a net 
$11.6 billion in 2021, reaching a 
record total asset value of $46.7 
billion and overtaking the United 
States as the world’s second-

2  ESG Investor

3  Business Times/Morningstar
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largest climate investment 
market in the process.4

The data clearly show that, in 
terms of demand, Asia’s ESG 
finance and investment market 
is in vibrant health. The question 
of determining exactly how this 
flow of money is being invested, 
however, is another matter.

The task of creating and defining 
ESG taxonomies in Asia is already 

4  Morningstar

well underway. Taxonomies for sustainable finance 
have been created in mainland China, South Korea, 
Japan, Mongolia, Indonesia, Malaysia, and the 
Association of Southeast Asian Nations (ASEAN) 
region as a whole. Australia, Singapore, Hong Kong, 
Thailand and New Zealand are in various stages of 
developing their own.

Singapore’s Green Finance Industry Taskforce, for 
instance, issued a second consultation in June on its 
taxonomy, proposing a “traffic-light” system that will 
classify economic activities as green, amber, or red, 
as the city-state’s Monetary Authority accelerates its 
efforts to turn Singapore into a major Asian centre 
for green finance.

The data clearly 
show that, in terms 
of demand, Asia’s 
ESG finance and 
investment market 
is in vibrant health. 
The question of 
determining exactly 
how this flow of 
money is being 
invested, however, is 
another matter.
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Australia’s newly elected government has set the 
country’s Sustainable Finance Institute to work on 
the first phase of its own taxonomy project, after the 
previous administration left the task to the private 
sector and declined to get involved.

Laying a foundation
These efforts are an important step in creating the 
bedrock of a sustainable finance landscape that can 
then be populated with complementary regulations.

“An ESG taxonomy is essential to allow companies, 
investors, regulators, and other stakeholders to have 
a common reference point on what is ESG,” said 
Jason Norman Lee, Managing Director for Legal 
& Regulatory at Temasek International Pte Ltd in 
Singapore.

“Across the APAC region, ESG taxonomies are 
proliferating. These classification systems of 
economic activities that are under discussion, or in 
development, include the EU-China Common Ground 
Taxonomy, the ASEAN Taxonomy, and domestic 
developments in Singapore, Indonesia, Malaysia, 
Korea, and Australia. This growth is a recognition of 
the importance of well-defined parameters that can 
support transparency and increase reference points 
for investors.”

The basis for many of these is the EU Taxonomy (and 
to a lesser extent China’s mandatory taxonomy for 
use of green-bond proceeds). Aligned with these are 
new and evolving requirements for asset managers 
to disclose their ESG integration processes, along 
with mandatory thresholds for fund investments in 
sustainable equities – already seen in Singapore, 
Hong Kong, Malaysia, India, Japan, ASEAN, Thailand, 
Taiwan, Australia, and New Zealand.

A virtuous cycle
Combined, these trends promise to form what 
Goldman Sachs described as a “virtuous cycle” that 
has developed in Europe, in which increased ESG 
fund-labelling requirements trigger greater inflows, 

which prompts wider taxonomy 
adoption, which attracts more 
investment, and so on.

“A taxonomy is the bedrock 
for sustainable investment 
and substantial claims over 
the like, and for this reason 
forms of alignment with the 
EU or other taxonomies are 
beginning to develop a market 
appeal, not least in Asia-Pacific,” 
said Prashant Joshi, Director 
for Global Markets and APAC 
Regulatory Affairs at BNP 
Paribas. “Taxonomy alignment, 
coupled with increasingly robust 
verifiability mechanisms, make 
for an appealing combination for 
qualifying investments.”

The data backs this up. Just as 
flows into EU Article 8 & 9 (ESG) 
funds have outpaced those into 
Article 6 (non-ESG) funds in 
Europe, a 2022 Goldman Sachs 
report claims that the market is 
now paying a “green premium” 
of about 37% for Asia-Pacific 
companies that are aligned with 
the EU taxonomy. This is likely to 
spur the widening of the regional 

An ESG taxonomy is 
essential to allow companies, 
investors, regulators, and 
other stakeholders to have a 
common reference point on 
what is ESG. 
Jason Norman Lee, Managing Director for Legal & Regulatory at 
Temasek International Pte Ltd in Singapore
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whether natural gas and nuclear 
energy should be incorporated 
into or excluded from the EU 
taxonomy.)

While the EU and China have 
typically been used as the basis 
for individual taxonomies, there 
are wide regional differences. 
South Korea, for example, 
has included natural gas in 
its taxonomy. Singapore has 
identified eight sectors that 
account for about 90 percent of 
emissions, and classified them 
as green, amber or red according 
to whether they are broadly 
net-zero (or can be so by 2050), 
transitional or harmful.

The ASEAN taxonomy is built 
on the EU version but covers all 
sectors and allows for higher 
emissions over a limited time 
“while incentivising progression 
to lower emissions”. China’s 

taxonomy effort and “may expand to more sectors 
as more APAC taxonomies emerge,” the report said.5

Still, there are significant challenges, one of which 
is that, unlike in Europe, taxonomies in most 
Asia-Pacific countries are currently focused on 
sustainable financing alone; in other words, the 
issue of bonds and loans. There are no Asian green 
taxonomies that, as in Europe, impose a standard 
for corporate and investor reporting of revenue and 
capital expenditure.

Similarly, the region has no unifying regulatory 
body that can ensure the alignment of regional 
taxonomies. (Although it must be noted that even 
within Europe, strong disagreements remain over 

5  Goldman

A taxonomy is the bedrock for 
sustainable investment and 
substantial claims over the like, 
and for this reason forms of 
alignment with the EU or other 
taxonomies are beginning to 
develop a market appeal, not 
least in Asia-Pacific.
Prashant Joshi, Director for Global Markets and  
APAC Regulatory Affairs at BNP Paribas

https://www.goldmansachs.com/insights/pages/gs-research/gs-sustain-our-analysis-of-apac-esg-regulation/report-new-era.pdf?fbclid=IwAR02jsjm0FhmFISlnJCz4Vni01kks7Gz67EGomSf3ZG0RdlJCgz0KWCCH64


TAXONOMIES

27ESG Data & Technology | Special Report

mandatory bond system 
covers six sectors it classes 
as green: clean energy, clean 
transport, climate-change 
adaptation, recycling or resource 
conservation, anti-pollution, and 
energy efficiency.

Malaysia and Japan adopted 
systems based on the Green 
Bond Principles, while Mongolia 
is the only Asian country so far to 
attempt to incorporate a social 
element into its taxonomy.

As BNP’s Prashant Joshi explains, 
the variables within Asia-Pacific 
are considerably wider than in 
Europe, making a unified set of 
standards harder to envision.

“There are a number of obstacle 
factors, ranging from which 
scenarios the jurisdiction is 
working with, to Nationally 
Determined Contributions (NDCs) 
under the Paris Agreement, to 
net-zero carbon commitments,” 
he said. “Naturally, these require 
tools for their achievement, one 
of which is a taxonomy.” As 
high-level goals differ, so may the 
tools, and in turn taxonomies.

Compliance challenges
For companies operating across 
multiple Asian jurisdictions, this 
multiplicity presents a difficult 
and expensive compliance and 
reporting challenge, particularly 
when businesses are already 
straining under the weight of 
increasing anti-financial-crime 
compliance burdens (as well as a 

While fragmentation may create 
operational complexity, the converse 
is that they are thoughtfully adapted 
to the local operating environment, 
which means that they are more likely to 
have local buy-in and succeed in a local 
market.
Jason Norman Lee, Managing Director for Legal & Regulatory  
at Temasek International Pte Ltd in Singapore
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shortage of expertise to manage 
these burdens).

To an extent, this divergence 
is inevitable as regional 
governments in Asia are typically 
keen to maintain autonomy 

Help may come 
from the common-
ground taxonomy 
developed by the 
International 
Platform on 
Sustainable 
Finance (IPSF), 
which will help 
countries find 
the path of 
least resistance 
through both the 
EU and Chinese 
taxonomies by 
laying out the 
commonalities in 
their respective 
approaches and 
outcomes.

over their economies, rather than having overseas-
developed systems parachuted into place.

There are positives to take from this, however.

“We expect there will be greater focus on aligning 
standards and expanding taxonomy use-cases in the 
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find the path of least resistance through both the 
EU and Chinese taxonomies by laying out the 
commonalities in their respective approaches and 
outcomes.

On the right track
Temasek’s Lee outlined three areas that could keep 
Asia-Pacific taxonomies on the “right trajectory”:

	l A principles-based approach so that there is 
some flexibility when tailoring taxonomies in 
different regions and economies;

	l Ensuring taxonomies are aligned with global or 
international standards that are widely adopted (e.g. 
CGT, EU Taxonomy); 

	l Active collaboration amongst regulators, 
policymakers and stakeholders on developing 
transparent, relevant, comparable and interoperable 
standards and guidance.

Meeting this challenge will require a considerable 
capacity-building effort by regulators, policymakers 
and adopters (including funds, other businesses, and 
investors) in the ESG sphere.

It may also require an end to the voluntary nature of 
many existing Asia-Pacific taxonomies. A mandatory 
transition would – after a period of testing and trial 
of voluntary standard – help to accelerate the pace 
of adoption.

“At an application level, the interoperability of APAC 
taxonomies with other regulatory regimes and 
taxonomies needs to be appropriately positioned 
and worked out, as far as working with the 
pertinent considerations for progressive local and 
global investment flows and transactions,” BNP’s 
Joshi said. 

near future,” said Temasek’s Lee. 
“While APAC could be perceived 
as lagging the EU with ESG 
taxonomies, many regulators 
have been carefully analysing the 
pros and cons of global policies 
like the EU Taxonomy and their 
implementation and impact 
before adapting them to their 
domestic markets.

“And while fragmentation may 
create operational complexity, 
the converse is that they are 
thoughtfully adapted to the local 
operating environment, which 
means that they are more likely 
to have local buy-in and succeed 
in a local market. The taxonomy 
will feel less like a transplanted 
alien standard but a base case 
adapted to local conditions. A 
variety of supervisory styles 
allows regulators to test different 
approaches and learn from each 
other’s successes and failures.”

Cost-cutting imperatives may 
also help drive greater alignment, 
as multinational companies 
push for greater interoperability 
to streamline their compliance 
operations. There will also be 
growing pressure of increasingly 
informed investors, who may 
simply avoid assets they believe 
are inappropriately labelled, or fail 
to meet their own set of principles.

Help may also come from the 
common-ground taxonomy 
developed by the International 
Platform on Sustainable Finance 
(IPSF), which will help countries 
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Data with Destiny: 
Bridging Asia’s ESG 
Information Gap
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In Asia, as elsewhere, the surge in ESG-labelled investment in 
recent years has been accompanied by a comparable flood of 
ratings. These metrics purport to offer investors a means of 
benchmarking corporate performance to guide their investment 
decisions but the patchwork nature of regional data is making 
the task an uphill struggle.
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Rising demand for ESG 
funds has triggered a rush 
on the data market, with 

companies such as Bloomberg, 
Fitch Ratings, S&P, Morningstar, 
MSCI, InvestAssure and others 
piling into the ratings game 
promising risk-assessment 
scores of unparalleled rigour and 
depth. ESG ratings have, evidently, 
transformed rapidly into an 
investment must-have.

The numbers have ballooned 
accordingly. The ESG data market 
passed $1 billion in 2021 (with a 
degree of fanfare) and forecasts 
suggest it will keep growing at 
between 20-30% a year. Last year, 
management consultant Opimas 
said, more than $720 million 
was spent on ESG research and 
analytics, and more than $300 
million on indexes.

As the market expands, some 
companies are recognising the 
need to reflect regulatory and 
investor demands, appointing 
ESG officers and teams to 
manage corporate sustainability 
programmes and ensure they 
achieve ratings that keep them on 
the green side of the fence.

Regulation and data-market 
growth go hand-in-hand, so it’s 
unsurprising to see Europe leading 
the world as investor demand 
prompts more stringent reporting 
and disclosure requirements, 
which in turn drives demand for 
more and better information to 
support those disclosures.

It’s equally unsurprising then, perhaps, to see Asia-
Pacific lagging. The region accounts for a rapidly 
rising share of ESG investment capital but only about 
10% of the global ESG data market, according to 
estimates. This, coupled with a nascent taxonomy 
process, makes investors even more than usually 
vulnerable to green-washing.
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The landscape is changing rapidly though, with 
regulators across the region moving towards ESG 
disclosure legislation.

“Authorities in – to name a few – Singapore, 
Hong Kong, Australia, and the Philippines have 
progressed in respect of frameworks and guidelines 

that encourage the building 
of a suitable application in the 
environment or climate-risk 
domain of many conventional 
risk-management practises,” 
said Prashant Joshi, Director 
for Global Markets and APAC 
Regulatory Affairs at BNP Paribas.

Fragmented landscape
Familiar issues remain, however 
– chief among them being a 
highly fragmented and relatively 
undeveloped data landscape.

“The lack of high-quality 
standardised ESG data on 
companies, especially in Asia, 
remains a key impediment to 
unlock capital at the speed and 
quantum needed for the region’s 
transition towards lower-carbon 
economies,” Helge Muenkel, Chief 
Sustainability Officer at DBS, told 
Regulation Asia.

Developing taxonomies is 
challenging enough; feeding 
reliable, credible information 
into those systems in a region 
as diverse as Asia with widely 
differing levels of regulation 
and transparency is even more 
daunting.

Some Asian economies have 
established greater consistency 
and transparency, such as 
through introducing TCFD-
aligned (Taskforce on Climate-
Related Financial Disclosures) 
regulations in Singapore, 
Hong Kong and Malaysia, or 
sustainability reporting and 

The [Asia-Pacific] region 
accounts for a rapidly 
rising share of ESG 
investment capital but 
only about 10% of the 
global ESG data market, 
according to estimates. 
This, coupled with 
a nascent taxonomy 
process, makes investors 
even more than usually 
vulnerable to green-
washing.
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Faced with the 
task of evaluating 
everything from 
carbon emissions 
throughout entire 
supply chains, 
to a company’s 
performance on 
issues of diversity, 
disability or 
gender, and 
its record on 
workplace safety 
or environmental 
pollution, there 
are inevitably 
enormous data 
gaps, and those 
gaps are often filled 
by assumptions.

stewardship codes in Taiwan 
and Japan.

China has made progress too, 
especially in environmental 
reporting requirements such 
as through the release of 
Environmental Information 
Disclosure Guidelines for 
Financial Institutions last year. 
The Securities & Exchange 
Board of India (SEBI) has 
meanwhile been having 
ongoing consultations on ways 
to enhance its existing ESG 
regulations.

Data gaps
So while there has been a surge 
of data disclosure in Asia, the 
lack of a unified set of rules 
across the region opens the door 
for inconsistencies that make it 
difficult for investors to make like-
for-like comparisons.

Faced with the task of evaluating 
everything from carbon 
emissions throughout entire 
supply chains, to a company’s 
performance on issues of 
diversity, disability or gender, and 
its record on workplace safety or 
environmental pollution, there are 
inevitably enormous data gaps, 
and those gaps are often filled by 
assumptions.

One rating system might 
interpret a lack of information on 
violations as meaning a company 
is “clean” (rather than perhaps 
under-reporting), or a company 
operating in a highly regulated 
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country like Singapore might automatically be 
given a higher rating than one from a more loosely 
regulated jurisdiction such as Cambodia.

Patchwork of information
Ratings – like Asia’s taxonomies thus far – have been 
largely based on voluntary participation and reliant on 
corporate self-disclosure, and negative events such as 
environmental spills or serious workplace accidents 
are frequently evaluated as part of due diligence and 
risk assessment, without contributing to a long-term 
rating of a company’s ESG performance.

This patchwork of information must then be 
used to form a picture, like a jigsaw with multiple 
missing pieces. A rating based on this mixture of 
fact, assumption, and self-disclosure must then 
be weighed against peer companies for it to have 
any investment value. In Asia, which is particularly 
replete with family conglomerates operating 
highly diversified interests, defining a peer group 
satisfactorily can be difficult (or even impossible).

An Economist Intelligence Unit survey found that 
between 25-30% of companies cited inadequate or 
insufficient data, lack of clarity around ESG standards, 
and inconsistent ratings and data applications as 
major obstacles to integrating ESG principles.

The lack of high-quality 
standardised ESG data on 
companies, especially in Asia, 
remains a key impediment to 
unlock capital at the speed  
and quantum needed for the 
region’s transition towards 
lower-carbon economies
Helge Muenkel, Chief Sustainability Officer at DBS
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As more investors demand that 
their entire portfolios fall into 
line with ESG standards, those 
standards are increasingly being 
applied to rate companies in 
markets where levels of data and 
disclosure are low, such as in 
many parts of Asia. The quality 
of those ratings are consequently 
less valuable to investors.

Unsurprisingly, then, the 
conclusions formed from 
disparate data sets by these 
ratings products vary widely.

One study found that the 
correlation between ESG ratings 
from “prominent agencies” 
averaged 0.61, whereas the 
correlation between credit ratings 
from agencies like Moody’s and 
S&P was more than 0.9.

This creates enormous 
challenges for governments, 
companies, and investors.

“Data is a key issue,” said Jason 
Norman Lee, Managing Director, 
Legal & Regulatory, at Temasek 
International Pte Ltd in Singapore. 
“Different asset managers and 
banks require different types of 
data or different granularities 
of the data, and this creates 
a reporting, collation and 
operational burden on companies.

“The challenges are in 
understanding the nuances of 
the regulations and ensuring that 
there is sufficient capacity within 
an organisation to apply them 

A patchwork of information must be 
used to form a picture, like a jigsaw with 
multiple missing pieces. A rating based 
on this mixture of fact, assumption, and 
self-disclosure must then be weighed 
against peer companies for it to have any 
investment value. In Asia, … defining a 
peer group satisfactorily can be difficult 
(or even impossible).

Another study – by FTSE Russell 
– concluded that while small 
steps on carbon emissions 
disclosures have been made, 
the disclosure gap is actually 
widening as demands for more 
complex information grow and 

governments stall on introducing 
mandatory reporting.

Around half of emissions 
estimates diverge more than 
100% or more from actual 
reported data, the study found. 
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“The Stacs ESGpedia registry platform aims to tackle 
the data problem head-on by creating a trusted 
centralised data repository for banks and investors 
to track a company’s progress measured against 
a standardised set of sustainability metrics,” said 
Muenkel at DBS.

A series of international efforts are underway to 
tackle the same problem.

The International Sustainability Standards Board 
(ISSB) is scheduled to finish the development of a 
new single global baseline for climate disclosures 
this year, in the hope that countries will voluntarily 
adopt them into law.

The Task Forces on Nature-related (TNFD) and 
Climate-related (TCFD) Financial Disclosures are 
both aiming to boost the availability and quality of 
data in their respective fields, creating a “reporting 
framework that will be incorporated into the 
disclosure standards of existing sustainability 
standards bodies, and also written into national law 
by governments”.

A Climate Data Steering Committee has also been set 
up to “advise on the design of a unified global open 
climate data platform that will be available to the 
market, regulators, climate scientists and civil society”.

Ultimately, an Asian version of the European Single 
Access Point – intended to be a unified public portal 
for “sustainability-related information about EU 
companies and investment products” – may be a 
long way off but nevertheless offers stakeholders 
cause for ambition.

“Initiatives such as the European Single Access 
Point…will be useful,” said Temasek’s Lee. 
“Separately, tech solutions that aim to simplify the 
ESG disclosure process by converting data inputs 
into different reporting frameworks as required 
under different jurisdictions and purposes also look 
extremely promising.” 

in daily business activities; and 
then collating and processing the 
data (which may have integrity 
issues) required to ensure 
compliance.”

Winds of change
Change is coming though, and 
there are efforts at both national 
and international level to make 
some sense of this alphabet 
soup.

A Singapore-based registry 
has been launched to help 
financial institutions and 
investors access ESG data, 
for example. ESGpedia was 
created by a Singapore-based 
fintech company, Hashstacs, in 
conjunction with the Monetary 
Authority of Singapore (MAS) as 
part of Project Greenprint, which 
aims to set up data platforms 
and harness technology to 
help mobilise capital for green 
projects.

The blockchain-based registry 
will aggregate and maintain 
ESG certifications and data 
across various sectors on 
a single platform, with the 
aim of leapfrogging the slow 
certification process, which is 
in part the result of fragmented 
data. It launched with 168,100 
certificates, covering 60,552 
companies and 110,500 assets.

The data can be accessed by 
banks, asset managers, investors, 
insurers, and exchanges as well 
as non-financial institutions.
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