
18 July 2019 

Hong Kong Exchanges and Clearing Limited 
8/F, Two Exchange Square 
8 Connaught Place,  
Central 
Hong Kong  

Re: Consultation Paper on Review of the ESG Reporting Guide and Related Listing Rules 

Dear Sir/Madam,  

We are honored and grateful to support the public consultation regarding the review of the ESG Reporting 
Guide and Related Listing Rules. In addition to our response to the consultation, we would like to further 
express our view in this letter. 

AvantFaire Investment Management Ltd., to the best of our knowledge, is currently the only SFC 
licensed asset manager in Hong Kong specialising in impact investment. Impact investment is a thematic 
approach in managing assets and investments with measurements around ESG and sustainable factors. 
We tackle ESG problems through investing in funds and private companies that provide solutions to ESG 
and sustainability issues. We carry fiduciary duties to our investors and provide them suitable financial 
products. The nature of our business requires us to understand and measure ESG impacts along the supply 
chain, communicate, and deliver measurable and meaningful social impact and financial returns to our 
investors.  

The following are our views on ESG reporting and disclosure. 

Firstly, social-KPIs must be measurable, trackable, and meaningfully linked to the compensation structure 
and profit of the organizations. For each listed company, both internal and external social-KPIs must be 
linked to the compensation structure, not only to the top management but to the whole organization. In 
order to align organizational interests with the public, the implementation of ESG policy needs to be 
supported by regulatory enforcement. The questions related to work safety and record keeping are also 
very important. For example, industry regulations in North America, Europe and the UK require reporting 
of fatality rates and making trend comparisons. For construction and energy industry, fatality rate is one 
of the most critical measures to value a company. With record keeping and mandatory disclosure, analysts 
would be able to produce social risk adjusted valuation and impact analysis. Work safety, anti-corruption, 
anti-harassment training should be provided on a regular basis.  

Secondly, supply chain must be managed and disclosed with data and qualitative details. For example, 
because of the ESG regulation in China, an overseas producer listed in Hong Kong may shift its 
manufacturing operation to other countries, where less disclosure is required. In this case, the analysts 
may find it even harder to trace the economic impact, the stakeholders of this producers in Hong Kong 
and overseas may be affected, and the net environmental and humanity impacts are less tracible. Stock 
price may not be able to reflect the stakeholders’ interest in some circumstances. With supply chain 
management disclosure, we believe HKEX will be ultimately benefited from its ESG transparency policy 
and active market engagement. 



Thirdly, we need more data and disclosure to correctly assess risk and valuation of investments. Climate 
change has become an urgent global issue, more data and disclosure will not only benefit Hong Kong 
financial market practices, but also become a critical contributor to tackle global warming, support United 
Nations initiatives, and tangibly benefit our local community. We look forward to HKEX taking the lead 
in Asia in ESG reporting and disclosure for listed companies, and building the ecosystem in Hong Kong 
for impact investment for both local and overseas investors.

We remain at your service at contact@avantfaireim.com. 

Yours Faithfully, 

Catherine Chen 

Founder and Managing Partner 

AvantFaire Investment Management Ltd. 






















