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Executive summary

Greenwashing was a key topic on the ESG agenda in 
2022. With global sustainable fund assets reaching 
nearly US$3 trillion by the end of Q1 2022, regulators 
around the world are starting to scrutinise and crack 
down on misleading Environmental, Social, and 
Governance (ESG) credentials in investment products. 
This article explores some of the actions taken by 
regulators in the past year, what to expect moving 
forward, and steps financial institutions can take to 
prepare for potential regulatory changes and avoid 
unintentional greenwashing of financial products. 
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Greenwashing is back in the news 
Most of us are familiar with the concept of Greenwashing – the 
term used to describe the practice by which companies overstate, 
misrepresent, or lie about their ESG performance. Greenwashing is 
usually associated with products and services in the real economy,  
and the last few years has seen a spike in greenwashing 
accusations across industries and regions1 .

However, in recent years, we have seen a new type of greenwashing 
emerge – greenwashing of financial products. This typically refers 
to ESG funds sold to retail investors that contain misleading or 
false information about its ESG credentials. This can, for example, 
be the inclusion of “ESG”, “low carbon”, “sustainability”, or other 

similar terms in the fund’s name without it actually integrating 
ESG factors into its investment decision making. Some suggest 
that, in order to claim to be an ESG fund, at least 80% of assets 
should be ESG-oriented and screened. However, not all ESG funds 
follow this practice. A 2021 study by independent think tank, 
InfluenceMap, reviewed 593 equity funds with over US$265 billion 
in assets and found that 71% were misaligned from global climate 
targets2. A separate study by Evergreen Consultants, assessing 
the ESG credentials of managed funds, estimated the incidence of 
greenwashing to be between 5-10% of those carrying a responsible 
investing label3.

1 https://truthinadvertising.org/articles/six-companies-accused-greenwashing/
2 https://influencemap.org/report/Climate-Funds-Are-They-Paris-Aligned-3eb833472679498

47084306dae01c7b0

3 ASX cracks down on ethical fund ‘greenwashing’ (theworldnews.net) 
4 SEC prepares to crack down on misleading ESG investment claims | Financial Times (ft.com) 
5 https://www2.deloitte.com/us/en/insights/industry/financial-services/esg-investing-and-

sustainability.html  

Strong demand for green 
products, investments

Tightened expectations 
and regulations

Lack of  
standardised ESG 
criteria and guidelines

There is a strong market demand for ESG 
investment products. For some unscrupulous 
companies and fund managers, this may present 
an opportunity to falsely package their offerings as 
ESG-oriented in order to meet this demand.

The proliferation of ESG reporting have led 
various organisations to come up with their 
own guidelines. Further, different reporting 
metrics and disclosure standards from 
ESG frameworks and standard setters, 
have created unintended confusion in the 
marketplace. As a result, some industry 
players may develop or select guidelines 
based on what is most convenient or 
advantageous to them as opposed to what will 
make the most meaningful impact.

Regulators, investors, and other key 
stakeholders are raising the bar for what 
can be labelled ESG. In addition, we see a 
growing demand for high quality disclosure 
and transparency, making it easier to detect 
greenwashing of financial products.
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Figure 1: Why are we experiencing greenwashing of financial products?

According to research by data provider Morningstar, global sustainable fund assets reached US$2.77 trillion 
at the end of Q1 2022, nearly a three-fold increase from US$1 trillion in 20194. This growth is expected to 
continue. Research by Deloitte in 2022 found that ESG-mandated assets are on track to represent half of all 
professionally managed assets globally by 20245. It is therefore of utmost importance that regulators crack 
down on this type of greenwashing, and that financial institutions take action to avoid such accusations.

https://truthinadvertising.org/articles/six-companies-accused-greenwashing/ 
https://influencemap.org/report/Climate-Funds-Are-They-Paris-Aligned-3eb83347267949847084306dae01c7b0 
https://influencemap.org/report/Climate-Funds-Are-They-Paris-Aligned-3eb83347267949847084306dae01c7b0 
http://ASX cracks down on ethical fund ‘greenwashing’ (theworldnews.net) 
http://SEC prepares to crack down on misleading ESG investment claims | Financial Times (ft.com) 
https://www2.deloitte.com/us/en/insights/industry/financial-services/esg-investing-and-sustainability.html 
https://www2.deloitte.com/us/en/insights/industry/financial-services/esg-investing-and-sustainability.html 
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Regulators are 
starting to act
On a more positive note, the encouraging news is that regulators across 
the planet are starting to act to combat greenwashing.

In the United States, the Securities and Exchange Commission (SEC) 
announced in 2022 its plans to crack down on misleading ESG investment 
claims. This will include new disclosure requirements for investment funds 
labelling themselves as “ESG”, “sustainable”, or “low carbon”, to provide 
transparency on how ESG is incorporated into its investing practices. 
Shortly after this announcement, the regulator charged a large global 
investment management firm for misstatements and omissions regarding 
their ESG considerations when making investment decisions for certain 
mutual funds that it managed. To settle the charges, the investment 
management firm agreed to pay a US$1.5 million penalty6.

In August 2022, the European Securities Markets Authority (ESMA) 
announced similar intentions, including an endorsement for a new ESG 
benchmark label to deter financial greenwashing.

There is also momentum in Asia Pacific. To combat financial greenwashing, 
the Monetary Authority of Singapore (MAS) announced new disclosure 
requirements effective 1 January 2023 for all ESG funds sold to retail 
investors in Singapore. Also in 2022, the Australian Securities and 
Investment Commission (ASIC) highlighted greenwashing of financial 
products and investment strategies as a key priority7 for the regulator 
to combat. The Australian regulator have already started to probe 
potential greenwashing by superannuation and managed funds that can 
mislead investors into believing they are investing in accordance with ESG 
principles8. ASIC Deputy Chair Sarah Court said that “ASIC is currently 
investigating a number of listed entities, super funds and managed funds 
in relation to their green credentials claims. Companies are on notice that 
ASIC is actively monitoring the market for potential greenwashing and will 
take enforcement action, including Court action, for serious breaches.”
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6 https://www.sec.gov/news/press-release/2022-86 
7https://asic.gov.au/about-asic/news-centre/find-a-media-release/2022-releases/22-294mr-asic-acts-against-

greenwashing-by-energy-company/ 
8ASX cracks down on ethical fund ‘greenwashing’ (theworldnews.net) 

https://www.sec.gov/news/press-release/2022-86 
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2022-releases/22-294mr-asic-acts-against-greenwashing-by-energy-company/ 
https://asic.gov.au/about-asic/news-centre/find-a-media-release/2022-releases/22-294mr-asic-acts-against-greenwashing-by-energy-company/ 
http://ASX cracks down on ethical fund ‘greenwashing’ (theworldnews.net) 
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Implications for Financial 
Institutions and steps you can take
With the mounting regulatory scrutiny expected to continue and 
expand to other jurisdictions across the region, the risk types 
associated with greenwashing are also growing – from regulatory 
and compliance risks to operational and reputational risks. It is 
therefore important for financial institutions to take proactive 
action now to avoid such allegations and prepare for potential 
emerging regulations. It is also important to recognise that 
greenwashing is not always intentional – it can occur as a result 
of misalignment in marketing, internal miscommunication, lack 

of subject matter expertise on ESG, inadequate processes and 
controls, etc. 

The mechanisms and initiatives needed to combat greenwashing 
will vary from company to company. Below, we outline some 
general areas where financial institutions should consider 
greenwashing when developing and managing financial products, 
as well as steps they can take to mitigate this risk.

Product development Product labelling and sales Training and Governance 

Financial institutions who are issuing 
green financial products such as ESG 
funds must ensure that adequate process 
management and controls are in place 
from the initial product development 
stage. Examples of this may include clearly 
defined requirements for green product 
development (e.g. At least 80% of all assets 
in a fund must be ESG-oriented and 
screened before it can be labelled "ESG"). 
You may also have additional requirements 
for these funds such as prohibiting any 
investments in high impact industries. 

Building on the previous recommendation, 
financial institutions may further reduce 
the risk of greenwashing by leveraging 
existing resources and global standards 
to ensure that any definitions, labels, or 
claims made are clearly understood by 
all stakeholders. Several regulators and 
leading organisations around the world 
have developed ESG taxonomies for capital 
markets that can be leveraged to ensure 
clarity, consistency, and transparency 
when labelling and selling green financial 
products. As multiple teams are likely to 
be involved in the development and sales 
of these products, clear communication 
guidelines and requirements are also 
recommended. This may include guidelines 
on what can be communicated, and 
importantly, by who – ensuring centralised 
communication from teams with relevant 
training, expertise, and responsibilities  
for ESG will further mitigate the risk of 
publishing any incorrect or misleading 
information.

The ESG landscape is dynamic and 
rapidly evolving. This, coupled with 
growing regulatory scrutiny, increases 
the risk of greenwashing. It is therefore 
important to ensure regular trainings for 
relevant teams to safeguard alignment 
with the latest expectations and 
requirements. Allocating responsibility 
and accountability for this training may 
enable your organisation to further 
mitigate the risk of greenwashing. 
To ensure internal alignment, those 
appointed with responsbility for ESG 
matters should have regular reporting 
mechanisms in place to communicate 
with other teams, senior management, 
and the Board. 
.



The Growing Focus on Greenwashing of Financial Products   | What are the Implications for Financial Institutions in Asia Pacific?

06

Contact us to learn more about how 
we can support your organisation
Deloitte Climate & Sustainability is a dedicated team 
with ESG experts across Asia Pacific. With extensive 
experience and expertise, we can support the 
initiatives discussed throughout this article with our 
end-to-end service offerings ranging from ESG strategy 
and roadmap development, to training, ESG data 
management and controls, and transforming your 
organisation to new reporting standards and practices. 

Contact us below to learn more about how Deloitte 
can support your organisation take practical action to 
decarbonise, become climate resilient and invest in the 
economic opportunity of the region’s transition to a net-
zero economy.

Work with your  
stake holders

Involve all 
relevant teams 

Internal governance 
and controls

Only make verifiable 
ESG claims

Data collection 
 and disclosure

• Engage your stakeholders to improve transparency 
and understand expectations. 

• Set clear requirements and 
guidelines for development, 
labelling, and sales of green 
financial products. 

• Define roles and responsibilities 
and involve all relevant teams. 

• Formalise reporting 
mechanisms (horizontally 
for cross-team involvement, 
and vertically for senior 
management reporting).

• Recognise that greenwashing is not 
always intentional. To avoid unintentional 
greenwashing, ensure involvement and 
close collaboration between all relevant 
teams throughout the product life cycle to 
avoid external miscommunication. 

• As greenwashing guidelines and 
taxonomies mature, leverage 
these to avoid ambiguity or 
mislabeling. 

• Recognise that ESG and 
sustainable finance are rapidly 
evolving and that it is necessary 
to continuously stay up-to-date. 

• Work with third-party 
organisations to verify 
your claims. 

• Regulators such as the U.S. 
SEC and MAS in Singapore are 
developing disclosure guidelines 
and requirements for ESG funds. 

• There is also a multitude of 
ESG disclosure frameworks 
and standards available in the 
market. These can be leveraged 
to provide standardised and 
consistent information to your 
stakeholders.

Figure 2: Steps Financial Institutions can take to mitigate the risk of greenwashing.
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