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ESG investing and retirement

Environmental, social and governance ("ESG") investing is
gaining popularity as one type of investment strategy.
Today, ESG factors are not only integrated into Hong Kong'’s
retail investment funds, but also retirement funds.

What does it mean for Mandatory Provident Fund ("MPF")
scheme members? Let’s find out.

How much do you know about ESG investing?

ESG investing is the incorporation of environmental, social
and governance factors into the selection and management
of investments in order to understand the true value of an
investment, mitigating risk, and identifying new
opportunities.

What does ESG stand for? The factors that may be
relevant to investors

Environmental

From stronger typhoons to rising rainfall and
higher air-conditioning costs amid hot
temperatures, climate change affects people’s
lives as well as businesses. Factors like water
contamination and air pollution demonstrate how
a company’s operations can impact the natural
environment and vice versa — for instance, water
scarcity affecting a food and beverage company.

Social

With an aging population and more women
joining the workforce, how can companies
support social issues such as better healthcare
and retirement solutions, as well as protecting
employee welfare and promoting gender
equality? Social factors have to do with the
relationship between a company and its
employees, consumers, suppliers, and
communities — all relevant to building stronger
customer loyalty and business reputation.

Governance

Whether it's a family business or a large
conglomerate, governance factors relate to the
structures or systems put in place to ensure
company management is effective. Issues most
relevant to investors include the makeup and
oversight of the board of directors, executive
compensation, capital management, dividend
pay-outs, and mergers and acquisitions.

The benefits of ESG investing

ESG-focused companies tend to perform better in terms of
operational efficiency, cost savings, reducing employee
turnover, innovation, retaining talents, reducing compliance
costs and risk management — all of which should potentially
help increase shareholder value'. What's more, ESG
investing may deliver outperformance over the longer term.
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Looking at the 5-year and 10-year market performances (as
of October 31, 2023), the three global ESG indices have
also outperformed the parent indices

Performance of global ESG indices versus parent
indices

Indices Annualised gross returns
5 years 10 years

ESG index: MSCI All Country World 8.62% 7.72%

Index (ACWI) ESG Universal

Parent index: MSCI All Country World 8.00% 7.36%

Index (ACWI)

Indices Annualised gross returns
5 years 10 years

ESG index: MSCI World Socially 10.56% 8.93%

Responsible Investment (SRI) Index

Parent index: MSCI World Index 8.82% 8.11%

Indices Annualised gross returns
5 years 10 years

ESG index: MSCI World ESG Leaders 9.46% 8.14%

Index

Parent index: MSCI World Index 8.82% 8.11%

Pension Schemes Association

Source: MSCI, data as of October 31, 2023. Returns in USD. It is not possible to
invest directly in an index. Past performance is not indicative of future performance.

Why is ESG important for MPF scheme members?

ESG factors may have a direct and, potentially substantial,
financial impact on the accrued benefits of MPF scheme
members, particularly over the longer term?. Investing in
companies with good ESG practices may provide an
additional layer of risk management, given their relatively
stronger governance practices and better business ethics.
Greater portfolio resilience can also mean a potentially
higher chance of creating long-term value on your
investments. This is crucial as the investment time
frame for MPFs can be as long as 40 years.

Source: Manulife Investment Management

1. Source: NYU Stern, ESG and Financial Performance: Uncovering the Relationship
by Aggregating Evidence from 1,000 Plus Studies. Published between 2015 — 2020
2. Source: Mandatory Provident Fund Schemes Authority “Principles for Adopting
Sustainable Investing in the Investment and Risk Management Processes of MPF
Funds”, November 26, 2021

Disclaimer (applicable to the contents of this article):

Investment involves risks. Before making any investment choices, you should
consider the scope and the service level offered by the scheme trustee and relevant
service provider, whether fund choices are sufficient enough and suit your investment
needs, and the related fees and charges. You should also consider your own risk
tolerance level and financial circumstances. Investment loss or gain may be incurred
when transferring accrued benefits to/from other provider(s). Please refer to the MPF
Scheme Brochure and Key Scheme Information Document for details including risk
factors, fees and charges of the scheme.

This article is the property of Manulife (International) Limited (Incorporated in
Bermuda with limited liability) (“Manulife”). Unless otherwise indicated, the materials
and information in this article may not be altered, reproduced, disseminated or
distributed in any format without prior permission from Manulife. Manulife may change
the content of this article from time to time without giving any prior notice.

This article is for general reference only. It does not constitute an offer to see or a
solicitation of an offer to buy any products or services from Manulife or any of its
affiliated companies. This article is not intended to give any kind of financial,
insurance, legal, accounting or taxation advice and shall not be based upon as any
kind of such advice.

contributed by Manulife 7= Fll
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About Pension Schemes Association

Pension Schemes Association (the “PSA”) was established in February 2018. As the most prominent MPF sponsor
association in the industry, the PSA assumes the bridging role among stakeholders as to ensure our MPF system can fulfil
public and industry interests, and acts as a consultative body in liaising with relevant policy makers and regulatory bodies on
matters related to the development of the MPF system in Hong Kong.

Mission & Vision

Representing the MPF Community - To act as the representative body for all MPF Scheme Sponsors and industry
stakeholders in Hong Kong.

Providing thought leadership - To act as a consultative body in liaising with relevant policy makers and regulatory bodies
on matters related to the development of the MPF system in Hong Kong.

Enhancing Trust in the system - To enhance the trust and confidence in the MPF industry by partnering with industry
stakeholders to cultivate public awareness of MPF.

Disclaimer (for PSA):

This document is intended to be for information purposes only and is not intended as promotional material in any respect. It does not constitute any solicitation and offering of
investment products. The views and opinions contained herein are those author(s), and do not represent views of Pension Schemes Association (the “PSA”). The material is not
intended to provide, and should not be relied on for, investment advice or recommendation. Information contained herein is believed to be reliable, but the PSA makes no
guarantee, representation or warranty and accepts no responsibility for the accuracy and/or completeness of the information and/or opinions contained in this document,
including any third-party information obtained from sources it believes to be reliable but which has not been independently verified. In no event will the PSA be liable for any
damages, losses or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with your use of this
document or your reliance on or use or inability to use the information contained in this document. This document has not been reviewed by the Securities and Futures
Commission. Any link to other third-party websites does not constitute an endorsement by the PSA of such websites or the information, product, advertising or other materials
available on those websites and the PSA accepts no responsibility for the accuracy or availability of any information provided by linked websites.
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