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What is Green Finance?

Green financing is to increase level of financial flows from the public, private and not-for-profit 
sectors to sustainable development priorities. A key part of this is to better manage environmental 
and social risks, take up opportunities that bring both a decent rate of return and environmental 
benefit and deliver greater accountability.

UN Environment Programme
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From sustainability….

Economic 
Prosperity 

Environmental 
Stewardship

Social 
Well-being 

Corporate sustainability means balancing 
environmental stewardship, social well-being, 
and economic prosperity while driving toward a 
goal of long-term success for the health of the 
company and its stakeholders. 

Farver, 2013

Sustainable development: Development that 
meets the needs of the present without 
compromising the ability of future generations to 
meet their own needs. 

Brundtland Report, 1987
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On 7 May 2019, The Hong Kong Monetary Authority (‟HKMA”) published a press release to present its initiatives in
promoting the development of sustainable banking and green finance in Hong Kong.

1. Green and sustainable Banking

 Develop a common framework for “Greenness Baseline” assessment of banks

 Establish goals/targets for promoting green and sustainable banking

 Monitor progress made by banks

2. Responsible Investment

 Adopt Green and ESG investments as appropriate for the Exchange Fund

3. Centre for Green Finance (CGF)

 Establish the CGF as a platform for sharing technical support and experience in green finance development

Regulatory update: HKMA’s sustainable banking and green finance initiatives
Green and sustainable financing in Hong Kong
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In June 2020, The Hong Kong Monetary Authority (‟HKMA”) published a white paper on green and sustainable
banking.

1. Phase 1 – Development of an assessment framework

 Assesses the “greenness” baseline of AIs. 

 Formed a Working Group on Green and Sustainable Banking consisting of representatives from 22 AIs to 
develop the framework. 

2. Phase 2 - Engaging the industry and other relevant stakeholders in a consultation on the supervisory expectations 
or requirements

 Consult the industry on HKMA supervisory expectations

 Adopt a proportionate approach such that the requirements are appropriate to AIs of different sizes.

3. Phase 3 - implement, monitor and evaluate banks’ progress 

Regulatory update: HKMA’s sustainable banking and green finance initiatives
Green and sustainable financing in Hong Kong
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The Hong Kong Securities and Futures Commission (‟SFC”) published a consultation paper on management and
disclosure on climate risk by fund managers outlying proposed changes to the code of conduct, which is developed
with reference to Taskforce on Climate Related Financial Disclosure (TCFD)

Governance: 

• require the board to have oversight 
of the incorporation of climate-
related considerations into 
investment and risk management 
processes 

• oversee progress against goals for 
addressing climate risks

Climate Related Risk Management:

• Apply appropriate tools and 
matrix to assess and quality risks

• Adopt appropriate measures to 
quality risks

• Monitor risks on an on-going basis

Investment Management:

• Identify climate-related risk and 
assess the impact in the 
investment management process

• Assess materiality and relevance

Climate Related Risk Disclosure:

• Make disclosure on how these risks 
are factored in the portfolio 
construction process

Regulatory update: Fund Managers disclosure requirements
Green and sustainable financing in Hong Kong
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Green Finance

Green Banking

Green Insurance

Green Fund Investment

• Climate change would pose risks to the operations and business of 
banks, for example, by causing disruption to banks and their clients.

• Climate change would bring business opportunities to banks arising 
from the reallocation of capital in transitioning to a low-carbon 
economy. 

• Process for Insured/Project Selection – Working solely with brokers 
and insureds that create a positive environmental and social impact

• Underwriting Models- insurers are required to factor in ‘Climate 
Change’ and a ‘Carbon Price’ into their risk models. 

• Product Development – create and supply dedicated insurance 
solutions/ products that enable a shift towards a low carbon 
economy and new environmental friendly technologies

• Investment in green industry
• Incorporate green element into investment decision
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Perform a gap analysis on current ESG capability 
maturity against existing and emerging ESG 
regulatory requirements and industry best 
practices

1. Assess current 
state and identify 

missing components

4. Finalise the ESG 
strategy and 

communicate

3. Develop the 
required components 

of the ESG strategy

2. Evaluate business 
impacts and prioritise 
areas for remediation

Key steps to having a fit-for-purpose SF/ESG strategy

Conduct an ESG impact assessment to identify 
significant impacts to the business so that internal 
stakeholders can prioritise their efforts to address 
missing components in the strategy

Develop the overall ESG policy and guidance and 
design reporting and monitoring mechanism 
including data collection methodology for the 
metrics and targets

Conduct high level ESG training to senior 
management team and other staff to align 
expectations to the new strategy and cascade it 
through the rest of the organisation

What should organization do?

Organizations should  incorporate environmental, social and governance (ESG) 
criteria into their investment decisions to enable more effective management 
and valuation of natural capital and ecosystem services.

Readiness assessment
Perform a feasibility study on their existing ESG maturity capabilities against 
the UNPRB (UN Principles for Responsible Banking).

Use Proprietary Tier Structured Model Tool
Use structured model tool to effectively visualise the maturity of sustainability 
capabilities (both as-is and to-be) on a single page; it has drill-down and 
aggregation functions so that each capability assessment can be fully justified 
if needed.

ESG materiality assessment
Not every ESG factor will be material to a organisation’s business; 

organisations need to identify, assess and validate the most material ESG 

issues that they should focus on and propose detailed recommendations.

Develop an ESG strategy to gain a competitive advantage in the marketplace and to enhance long-term value creation

Sustainable finance framework development
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2. Identify

3. Engage

4. Assess

6. Monitor 
and escalate

5. Integrate

7. 
Communication 
and Reporting

1. Risk governance

Risk culture

1. Risk governance – Provide management oversight on ESG 

related risks; maintain on-going monitoring and ensure 

alignment to the organisation risk appetite.

2. Identify - Conduct a gap analysis to understand the full 

spectrum (both established and emerging ESG risks) of our 

clients’ organisation risks.

3. Engage – Leverage on subject matter experts within the 

organisation to interpret the ESG related risks.

4. Assess - prioritise material ESG issues based on the impact 

and likelihood for inclusion into the existing risk 

management framework.

5. Integrate – mapping ESG issues can be one to one or one to 

many risk categories.

6. Monitor and escalate – monitor the implementation and 

performance of ESG related risks and make revisions if 

progress falls short of expectations.

7. Communication and reporting – establish information and 

communication channels to cascade relevant ESG-related risk 

information to internal and external parties.

Key integration steps

Credit risk

Market risk

Operational 

risk

Reputational/ 

strategic risk

Regulatory 

risk

ESG (incl. 

climate) risk

Environmental

Social

Governance / other

ESG issues to consider

ESG issues may reflect in the 
Bank’s existing risk categories 
and/or may be reflected in a 
new ESG and climate risk 
category

• Climate change
• Materials sourcing and use 
• Waste management 
• Energy efficiency
• Water management
• Biodiversity
• Environmental policy

• Employment practices
• Labour conditions
• Occupational safety risks
• Political funding
• Financial products and services 

information to customers
• Financial consumer protection 

• Corporate governance
• Political accountability
• Solvency
• Voting policies
• Environmental and social 

impacts of investments, 
products and services

Bank risk categories 

(illustrative) Risk strategy and appetite

Incorporating ESG issues to banks’ existing risk management framework is an important process - doing so will provide 

a holistic view to identify, assess, and address the impact of these to our clients’ organisation

Integrating ESG factors into banks’ risk management framework (RMF)
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Responsible investment 

Fundraising

Transactions (Investments/Divestments)
 ESG due diligence covering environmental management, health and 

safety, labour practices, etc.

Fundraising (Investment Strategy) 
 Design ESG investment criteria
 Screening and management tools to identify risks and opportunities

Fund management (Integration, post-deal value creation and on-going 
management)  
 Design and implementation of ESG reporting tools and information 

systems, at both the fund and portfolio company levels
 ESG reporting and assurance 

Our approach is designed to integrate ESG in the entire lifecycle of investment, from fundraising to investing, monitoring 
the investment, managing the fund and divesting
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Substantial growth in ESG assets

Source: PRI, 2017 and 2018,  Principles for Responsible Investment - PRI

Investors increasingly connecting financial performance with ESG performance

Principles for Responsible Investment (PRI)

• Developed by Kofi Annan in 2005; launched April 2006

• Supported by the UN and engages with global policymakers 

• ~2,200 signatories in 2018 approx. $81.7 Trillion in AUM
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• According to Global Sustainable Investment Alliance, 
ESG investing assets increased from $22.9 trillion in 
2016 to $30.7 trillion in 2018

• UN PRI, the world’s leading advocate of responsible 
investment, has more than 2,200 signatories in 2018

GSIA, 2019, http://www.gsi-alliance.org/wp-content/uploads/2019/03/GSIR_Review2018.3.28.pdf
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Responsible Investment Spectrum and the respective ESG considering factors

Potential Screens:

Tobacco 

Alcohol 

Weapons 

Gambling 

Pornography  

Nuclear Energy 

Factors considered:

Carbon footprint

Resources use

Waste reduction

Compensation 

Product safety

Gender equality

Potential value areas：

Climate change

Resource efficiency

Food systems

Support for:

Innovation & risk 

taking 

Proof of  concept 

Enabling environments 

Commercial 

Traditional investing Negative screening Positive screening ESG Integration Impact investing Philanthropy

Competitive returns ESG risk management ESG opportunities Maximum-impact solutions

Seeks financial returns 

regardless of 

Environmental, Social 

and Governance  (ESG) 

factors

Investments are 

screened out based on 

ESG risk 

Sustainability factors 

and financial returns 

drive investment  

selection

Social and 

environmental 

considerations take 

precedence over 

financial returns

Systematic and explicit 

inclusion of ESG factors 

in financial analysis

Financial returns 

disregarded in favor of 

social and 

environmental 

solutions 
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Responsible investment cycle – an example



14©  2020. For information, contact Deloitte China.

Trend:

1. Sustainable Development Goals

2. Task Force for Climate-related Financial Disclosure
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One illustration: the World Economic Forum 2019 Global Risks Report 

latory update: HKEx ESG Reporting Guidelines

Climate change is the leading risk of the global economy

Top 10 risks in terms of 
Likelihood

1. Extreme weather events

2. Failure of climate-change
mitigation and adaptation

3. Natural disasters

4. Data fraud or theft

5. Cyberattacks

6. Man-made environmental 
disasters

7. Large-scale involuntary 
migration

8. Biodiversity loss and 
ecosystem collapse

9. Water crises

10. Asset bubbles in a major
economy

Top 10 risks in terms of 
Impact

1. Weapons of mass destruction

2. Failure of climate-change
mitigation and adaptation

3. Extreme weather events

4. Water crises

5. Natural disasters

6. Biodiversity loss and 
ecosystem collapse

7. Cyberattacks

8. Critical information 
infrastructure breakdown

9. Man-made environmental 
disasters

10. Spread of infectious disease

Source: World Economic Forum Global Risks Perception Survey 2018–2019 
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Environmental 
• Climate change
• Carbon emissions
• Water stress

Social  
• Human capital
• Labour practices
• Human rights

Governance 
• Board composition
• Business ethics
• Corruption and bribery 

• Renewable energy

• Natural capital 

• Waste management

• Privacy and data security 

• Product quality and safety

• Customer welfare

• Accounting 

• Shareholder rights

• Ownership 

Sustainable Development Goals (SDGs)
Blueprint to achieve a better future

• 17 development goals set by the 

United Nations in 2015 for the 

year 2030 to address global 

challenges 

• Governments often employ 

SDGs as a framework to achieve 

a more sustainable future for all; 

companies increasingly setting 

corporate targets aligned with 

SDGs

Source: UNSDG, 2019, https://www.un.org/sustainabledevelopment/sustainable-development-goals/
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International ESG Reporting Standards

TCFD aims to could promote more informed investment, credit, and insurance underwriting decisions and to enable stakeholders to 
understand better the concentrations of carbon-related assets in the financial sector and the financial system’s exposures to 
climate-related risks.

The recommendations are structured around four thematic areas that represent core elements of how organisations operate:

The actual and potential impacts of climate-related risks and 
opportunities on the organization’s businesses, strategy, and financial 
planning

The processes used by the organization to identify, assess, and 
manage climate-related risks

The metrics and targets used to assess and manage relevant climate-
related risks and opportunities

The organization’s governance around climate-related risks and 
opportunitiesGovernance

Strategy

Risk
Management

Metrics 
and 

Targets

Task Force for Climate-related Financial Disclosure
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Financial Impact by Industry 

To assist organizations in understanding how climate-related risks may 
impact them financially, the Task Force prepared a high-level overview of 
the types of financial impact of climate-related risks that have been 
identified for specific industries and groups. 

The financial impacts from climate-related risks are grouped into the 
following general categories:

• Revenues

• Expenditures

• Assets and Liabilities 

• Capital and Financing
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Closing remarks
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Closing Remarks

“Attracting and retaining the best talent increasingly 
requires a clear expression of purpose… In a recent survey 

by Deloitte, millennial workers were asked what the 
primary purpose of businesses should be – 63 percent 

more of them said ‘improving society’ than said 
‘generating profit.’” – Blackrock Chairman and CEO, Larry 

Fink, 2019 Letter to CEOs
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Q&A
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E-mail: melfung@deloitte.com.hk
Number: 2852-5815
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