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Sustainable Investment Methodology  

This summary of our Sustainable Investment methodology is intended to support investors’ understanding of HSBC 

Asset Management’s (HSBC AM) approach and methodology to determining whether listed securities are Sustainable 

Investments under the Sustainable Finance Disclosure Regulation (SFDR). 

SFDR came into force in 2021 and introduced requirements for investment managers and funds to make disclosures 

relating to their sustainable investment goals and activities.  SFDR is an EU regulation that aims to strengthen the 

disclosure and transparency in sustainable investing and how sustainability considerations are applied across 

investment funds.   

 Article 2, point (17) of SFDR defines Sustainable Investment as follows:   

“Sustainable Investment is an investment in an economic activity that contributes to an environmental objective or an 
investment in an economic activity that contributes to a social objective provided that such investments do not 
significantly harm any of those objectives and that the investee companies follow good governance practices, in 

particular with respect to sound management structures, employee relations, remuneration of staff and tax compliance.” 

SFDR does not define the specific criteria underpinning what constitutes a Sustainable Investment – specifically for 

positive contribution, do no significant harm, or good governance. Financial market participants must determine the 

underlying parameters within their methodology to determine a sustainable investment and disclose their underlying 

assumptions. 

SFDR classifies investment funds into different categories based on their sustainability focus.   

 Article 6: Funds that do not necessarily promote sustainability characteristics nor have sustainable investment 

as an objective.  

 Article 8: Funds that promote environmental or social characteristics but not have sustainability as their core 

objective. 

 Article 9: Funds that specifically target sustainable investment as their main objective.  

HSBC AM offers a range of Article 8 and 9 funds which promote sustainability considerations within their investment 

process and/or objective. The majority of our Article 8 funds and all Article 9 funds have a minimum commitment to a 

proportion of Sustainable Investments.  

Our Sustainable Investment (SI) methodology, as summarized below, determines whether a company and/or security 

is considered a Sustainable Investment according to SFDR and therefore included in our disclosure of the proportion of 

Sustainable Investments held by funds, and when monitoring compliance with fund level commitments.  

Since inception, our SI methodology has evolved from seeking historical revenue alignment to the Sustainable 

Development Goals (SDGs) defined by the United Nations, to a more holistic view that considers also the sustainability 

of business models, operational activities, and ambitions. For example, we have introduced changes such as the 

adoption of HSBC’s Net-Zero Investment Framework (‘NZIF’) within the positive contribution pathways. We feel this 

scope enlargement better reflects the company’s commitment and actions to address sustainability challenges.  

The assessment also includes a ‘Do No Significant Harm’ (DNSH) test while considering good governance. This test 

includes the consideration of Principal Adverse Impacts (PAI). PAIs are specific environmental and social factors 

required by SFDR to be taken into account and reported – these include, among others, greenhouse gas emissions and 

intensity, carbon footprint, emissions to water or gender pay gap. 

HSBC AM’s approach to SI classification is divided into two parts: listed equity and corporate fixed income securities; 

and countries and sovereign debt instruments.  
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a. Our approach to determining listed equity or corporate fixed income as a Sustainable Investment  

For listed equity and corporate fixed income, HSBC AM’s Sustainable Investment methodology considers three key 

pillars as per SFDR’s guidance:  

1. Positive contribution towards an environmental and/or social objective for which we have established multiple 

pathways a company can be considered positively contributing. 

2. Compliance with the principle of doing no significant harm ("DNSH") to any of the other environmental and/or social 

objectives, as measured via the Principal Adverse Impacts. Additional exclusions are also applied including adult 

entertainment, gambling, alcohol and significant controversies. 

3. Compliance with good governance practices.   

A summary graph or our sustainable investment methodology is provided below.  

 

 
Source: HSBC Asset Management, for illustrative purposes. 

 

The sections below provide a summary of the approach that HSBC AM uses to assess each pillar: 

1. Positive Contribution  

According to HSBC AM, a listed equity or corporate fixed income security, a company is considered as contributing 

positively to an environmental and/or social objective if it meets at least one of the following three pathways:  

i. Sustainable Products and Services is typically measured via a company’s sustainable revenues that are aligned 

to the United Nations Development Goals (UN SDGs) activity, or climate-related revenues including those that are 

aligned to the activities specified by the EU Taxonomy. The EU Taxonomy is an important building block of European 

Sustainable Regulation and provides a common language within EU to classify economic activities as sustainable. 

ii. Sustainable Business Alignment, typically referring to a company’s business practices which includes at least   

one of the following criteria.  

• HSBC Asset Management’s Net Zero Investment Framework (NZIF) - This framework defines and 

classifies the net zero alignment of companies, based on our views and guidance from the IIGCC’s Net Zero 

Investment Framework (NZIF) implementation guidance. It was developed to measure the status of transition 

and alignment to net zero pathways for corporate issuers. Companies are classified into five categories of 

alignment, representing progressive steps towards alignment with a net zero pathway. A company can be 

considered a Sustainable Investment if it achieves a rating of ‘Aligned’ or ‘Achieving Net Zero’.  

• Top decile Environmental (‘E’) and Social (‘S’) score, measured as companies within the top 10% of 

Emerging and Developed Market universes, according to their Environmental and Social pillar scores. 
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iii. Green, Social and Sustainable Bonds (‘GSS’), where for fixed income instruments, we consider green, social 

and sustainable bonds as sustainable investments since there is a clear and direct contribution to environmental 

and social objectives via the proceeds of these instruments. Specifically, GSS bonds are eligible as SI if, 

a. They are approved against our own internal GSS frameworks, which builds on the International Capital 

Market’s Association (‘ICMA’) guidelines and principles for GSS instruments, or, 

b. GSS bonds that have not been reviewed internally, must meet the additional criteria of securing external 

assurance and delivering reporting commitments within a specified period as collected and recorded 

by third party vendors.  

Investment strategies that employ a fund specific approach to measuring a sustainability theme or area a are eligible 
for consideration as a sustainable investment, provided the approach aligns to the contribution pathways above and 
that the securities also meet the standard ‘Do No Significant Harm’ and Good Governance criteria described as follows.  
All fund specific approaches to measuring a sustainable investment shall go through our internal governance and review 
process. 

 

2. Do No Significant Harm (DNSH) 

A listed equity or corporate debt investment will only be considered a Sustainable Investment if the company meets the 

‘Do No Significant Harm’ (DNSH) and good governance tests. This test includes the consideration of Principal Adverse 

Impacts PAIs, as required by the SFDR regulation. The PAIs measure areas of environmental and social harm such as 

greenhouse gas (GHG) emissions intensity, hazardous waste or gender pay gap.   

 

 

# DNSH PAI  

PAI 1 GHG Emissions 

PAI 2 Carbon Footprint  

PAI 3 GHG Intensity of investee companies 

PAI 4 Exposure to companies active in the fossil fuel sector 

PAI 5 Share of non-renewable energy consumption and production 

PAI 6 Energy consumption intensity per high impact climate sector 

PAI 7 Activities negatively affecting biodiversity-sensitive areas  

PAI 8 Emission to water 

PAI 9 Hazardous waste and radioactive waste ratio 

PAI 10 Violation of UNGC principles & OECD Guideline for multinational enterprises 

PAI 11 
Lack of processes and compliance mechanisms to monitor compliance with UN Global 

Compact principles and OECD Guidelines for Multinational Enterprises 

PAI 12 Unadjusted gender pay gap 

PAI 13 Board gender diversity  

PAI 14 
Exposure to controversial weapons1 (antipersonnel mines, cluster munitions, chemical 

weapons and biological weapons)  

 

HSBC AM has incorporated minimum absolute and relative thresholds across the 14 mandatory corporate Principal 

Adverse Impacts (PAIs) focusing on a sector approach. Companies exceeding these thresholds would no longer be 

eligible to be classed as SI, despite any potential positive contribution to environment or society. Where we may 

disagree with a data point from a third-party vendor, our investment teams with our Responsible Investment team may 

conduct a qualitative or quantitative assessment in order to make a final determination, where we have sufficient data 

 
1 PAI 14 indicator is reflected under our HSBC AM ‘Banned Weapon Policy’ (Policies and Disclosures - Intermediary) 

https://www.assetmanagement.hsbc.co.uk/en/intermediary/about-us/responsible-investing/policies
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to do so.  We have also considered additional SI eligibility screens such as gambling, adult entertainment, alcohol, etc. 

Lastly, we apply a final DNSH test where we screen out SI eligible companies for significant controversies.   

3. Good Governance 

SFDR requires that Sustainable Investment companies follow good governance practices. We have considered this 

through the assessment of measures such as corporate accountability and strong financial behaviors. We apply further 

screening of SI eligible companies for minimum good standards of governance through a governance score, typically 

provided by third party vendors and monitored by HSBC AM.  

 
  

b. Approach to considering countries and sovereign instruments within our sustainable investments.  

Sustainable investing is relevant not only for corporate, but also for sovereign instruments. In determining whether a 

sovereign bond (i.e. Central Government bonds and Treasury bonds) is a sustainable investment, we look at the below 

criteria: 

 Positive contribution: assessed by using UN SDGs performance of countries or their positive contribution to 

climate change mitigation. 

 DNSH principles which include a minimum ranking on Human Development Index2 Corruption ranking3and 

GHG emissions per capita. 

 Income adjusted approach: SI/DNSH methodology is income adjusted for SDG performance and GHG 

emissions per capita. 

 Good Governance: assessed using a country governance score, typically provided by a third-party vendor.  

 

 

 

  

 
2 The Human Development Index (HDI), published by the United Nations Development Programme (UNDP), is a summary measure of average achievement in key 

dimensions of human development: a long and healthy life, being knowledgeable and having a decent standard of living. The HDI is the geometric mean of normalized 

indices for each of the three dimensions. More information can be found on the website: Human Development Index | Human Development Reports 
3 Corruption Perceptions Index (CPI): The CPI scores and ranks countries/territories based on how corrupt a country’s public sector is perceived to be by experts and 

business executives. It is a composite index, a combination of at least 3 and up to 13 surveys and assessments of corruption, collected by a variety of reputable 

institutions. The CPI considers 13 different surveys and assessments from 12 different institutions. As of 2024, the CPI ranks 180 countries 'on a scale from 0 (highly 

corrupt) to 100 (very clean). More information can be found on the website: Corruption Perceptions Index 2024 - Transparency.org 

https://hdr.undp.org/data-center/human-development-index#/indicies/HDI
https://www.transparency.org/en/cpi/2024
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Important Information  

 

Third party ESG data disclaimer  

HSBC Asset Management uses third party non-financial data sources, including environmental, social, and governance 

(ESG) data and scores, to monitor the exposure of companies and issuers to certain activities, breaches of standards, 

sustainability risks and opportunities, and perform an assessment of environmental and/or social characteristics and 

sustainable investment objectives where relevant. It is also used for reporting and disclosure purposes. While HSBC 

Asset Management will assess third party providers as part of initial and ongoing due diligence, it is not possible to 

guarantee the accuracy, completeness, availability, quality of judgement or timeliness of the data and scores obtained 

from such providers. Any monitoring performed is subject to limitations in respect of coverage of companies and issuers 

by third party providers. 

HSBC Asset Management does not generally have the ability to individually verify any such ESG data and scores it 

receives from third party providers and is therefore dependent on the integrity of both the external providers and the 

processes by which any such data is generated. These data inputs may include information self-reported by companies 

and from third-party providers, which may be derived from the provider’s proprietary estimation models, proxies, 

assumptions, and techniques that are not made public.  

 Additionally, there can be significant variances in data and scores supplied across different third-party providers. The 

lack of consistency and comparability between data and scores that is available may require HSBC Asset Management 

to make judgements, estimations, and assumptions, as necessary.    

HSBC Asset Management may choose to disregard any data or scores it receives on a company or issuer held within a 

sub-fund’s portfolio or which is being considered for investment by a sub-fund, where HSBC Asset Management’s due 

diligence suggests the information provided by the third-party provider may be inaccurate, incomplete or 

disproportionate. 

The use of ESG factors in portfolio construction and their relative weightings may vary depending on investment themes, 

asset classes, investment philosophy and use of different ESG data. 
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Important Information  

  

The value of investments and the income from them can go down as well as up and investors may not get 

back the amount originally invested. The performance figures contained in this document relate to past 

performance, which should not be seen as an indicat ion of future returns. Future returns will depend, inter 

alia, on market conditions, investment manager’s skill, risk  level and fees. Where overseas investments are 

held the rate of currency exchange may cause the value of such investments to go down as we ll as up. 

Investments in emerging markets are by their nature higher risk and potentially more volatile than those 

inherent in some established markets. Economies in Emerging Markets generally are heavily dependent 

upon international trade and, accordingly , have been and may continue to be affected adversely by trade 

barriers, exchange controls, managed adjustments in relative currency values and other protectionist 

measures imposed or negotiated by the countries and territories with which they trade. These  economies 

also have been and may continue to be affected adversely by economic conditions in the countries and 

territories in which they trade.  

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole 

or in part, for any purpose. All non-authorised reproduction or use of this document will be the responsibility of the user 

and may lead to legal proceedings. The material contained in this document is for general information purposes only 

and does not constitute advice or a recommendation to buy or sell investments. Some of the statements contained in 

this document may be considered forward looking statements which provide current expectations or forecasts of future 

events. Such forward looking statements are not guarantees of future performance or events and involve risks and 

uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result 

of various factors. We do not undertake any obligation to update the forward-looking statements contained herein, or 

to update the reasons why actual results could differ from those projected in the forward-looking statements. This 

document has no contractual value and is not by any means intended as a solicitation, nor a recommendation for the 

purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and 

opinions expressed herein are those of HSBC Asset Management at the time of preparation, and are subject to change 

at any time. These views may not necessarily indicate current portfolios' composition. Individual portfolios managed by 

HSBC Asset Management primarily reflect individual clients' objectives, risk preferences, time horizon, and market 

liquidity. Foreign and emerging markets. Investments in foreign markets involve risks such as currency rate fluctuations, 

potential differences in accounting and taxation policies, as well as possible political, economic, and market risks. These 

risks are heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than 

developed foreign markets. This commentary is for information purposes only. It is a marketing communication and 

does not constitute investment advice or a recommendation to any reader of this content to buy or sell investments nor 

should it be regarded as investment research. It has not been prepared in accordance with legal requirements designed 

to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its 

dissemination. This document is not contractually binding nor are we required to provide this to you by any legislative 

provision. 

All data from HSBC Asset Management unless otherwise specified. Any third party information has been obtained from 

sources we believe to be reliable, but which we have not independently verified. 

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the 

investment activities that may be provided through our local regulated entities. HSBC Asset Management is a group of 

companies in many countries and territories throughout the world that are engaged in investment advisory and fund 

management activities, which are ultimately owned by HSBC Holdings Plc. (HSBC Group). The above communication 

is distributed by the following entities:  

• In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC 

Global Asset Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK) 
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Limited ARBN 633 929 718. This document is for institutional investors only, and is not available for distribution to 

retail clients (as defined under the Corporations Act). HSBC Global Asset Management (Hong Kong) Limited and 

HSBC Global Asset Management (UK) Limited are exempt from the requirement to hold an Australian financial 

services license under the Corporations Act in respect of the financial services they provide. HSBC Global Asset 

Management (Hong Kong) Limited is regulated by the Securities and Futures Commission of Hong Kong under the 

Hong Kong laws, which differ from Australian laws. HSBC Global Asset Management (UK) Limited is regulated by 

the Financial Conduct Authority of the United Kingdom and, for the avoidance of doubt, includes the Financial 

Services Authority of the United Kingdom as it was previously known before 1 April 2013, under the laws of the 

United Kingdom, which differ from Australian laws; 

• in Bermuda by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton, Bermuda which 

is licensed to conduct investment business by the Bermuda Monetary Authority; 

• in Chile: Operations by HSBC's headquarters or other offices of this bank located abroad are not subject to Chilean 

inspections or regulations and are not covered by warranty of the Chilean state. Further information may be obtained 

about the state guarantee to deposits at your bank or on www.sbif.cl;  

• in Colombia: HSBC Bank USA NA has an authorized representative by the Superintendencia Financiera de Colombia 

(SFC) whereby its activities conform to the General Legal Financial System. SFC has not reviewed the information 

provided to the investor. This document is for the exclusive use of institutional investors in Colombia and is not for 

public distribution; 

• in Finland, Norway, Denmark and Sweden by HSBC Global Asset Management (France), a Portfolio Management 

Company authorised by the French regulatory authority AMF (no. GP99026) and through the Stockholm branch of 

HSBC Global Asset Management (France), regulated by the Swedish Financial Supervisory Authority 

(Finansinspektionen); 

• in France, Belgium, Netherlands, Luxembourg, Portugal, Greece by HSBC Global Asset Management (France), a 

Portfolio Management Company authorised by the French regulatory authority AMF (no. GP99026); 

• in Germany by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German clients) 

respective by the Austrian Financial Market Supervision FMA (Austrian clients); 

• in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and 

Futures Commission. This video/content has not be reviewed by the Securities and Futures Commission; 

• in India by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board of 

India; 

• in Italy and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by 

the French regulatory authority AMF (no. GP99026) and through the Italian and Spanish branches of HSBC Global 

Asset Management (France), regulated respectively by Banca d’Italia and Commissione Nazionale per le Società e 

la Borsa (Consob) in Italy, and the Comisión Nacional del Mercado de Valores (CNMV) in Spain; 

• in Malta by HSBC Global Asset Management (Malta) Limited which is regulated and licensed to conduct Investment 

Services by the Malta Financial Services Authority under the Investment Services Act; 

• in Mexico by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de Inversión, 

Grupo Financiero HSBC which is regulated by Comisión Nacional Bancaria y de Valores; 

• in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Global Asset Management MENA, a unit within 

HSBC Bank Middle East Limited, U.A.E Branch, PO Box 66 Dubai, UAE, regulated by the Central Bank of the U.A.E. 

and the Securities and Commodities Authority in the UAE under SCA license number 602004 for the purpose of this 

promotion and lead regulated by the Dubai Financial Services Authority. HSBC Bank Middle East Limited is a 

member of the HSBC Group and HSBC Global Asset Management MENA are marketing the relevant product only 

in a sub-distributing capacity on a principal-to-principal basis. HSBC Global Asset Management MENA may not be 

licensed under the laws of the recipient’s country of residence and therefore may not be subject to supervision of 

the local regulator in the recipient’s country of residence. One of more of the products and services of the 

manufacturer may not have been approved by or registered with the local regulator and the assets may be booked 

outside of the recipient’s country of residence. 

• in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y Seguros in Perú 

whereby its activities conform to the General Legal Financial System - Law No. 26702. Funds have not been 
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registered before the Superintendencia del Mercado de Valores (SMV) and are being placed by means of a private 

offer. SMV has not reviewed the information provided to the investor. This document is for the exclusive use of 

institutional investors in Perú and is not for public distribution; 

• in Singapore by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary Authority 

of Singapore. The content in the document/video has not been reviewed by the Monetary Authority of Singapore; 

• in Switzerland by HSBC Global Asset Management (Switzerland) AG. This document is intended for professional 

investor use only. For opting in and opting out according to FinSA, please refer to our website; if you wish to change 

your client categorization, please inform us. HSBC Global Asset Management (Switzerland) AG having its registered 

office at Gartenstrasse 26, PO Box, CH-8002 Zurich has a licence as an asset manager of collective investment 

schemes and as a representative of foreign collective investment schemes. Disputes regarding legal claims between 

the Client and HSBC Global Asset Management (Switzerland) AG can be settled by an ombudsman in mediation 

proceedings. HSBC Global Asset Management (Switzerland) AG is affiliated to the ombudsman FINOS having its 

registered address at Talstrasse 20, 8001 Zurich. There are general risks associated with financial instruments, 

please refer to the Swiss Banking Association (“SBA”) Brochure “Risks Involved in Trading in Financial Instruments”;  

• in Taiwan by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial Supervisory 

Commission R.O.C. (Taiwan); 

• in Turkiye by HSBC Asset Management A.S. Turkiye (AMTU) which is regulated by Capital Markets Board of Turkiye. 

Any information here is not intended to distribute in any jurisdiction where AMTU does not have a right to. Any 

views here should not be perceived as investment advice, product/service offer and/or promise of income. 

Information given here might not be suitable for all investors and investors should be giving their own independent 

decisions. The investment information, comments and advice given herein are not part of investment advice activity. 

Investment advice services are provided by authorized institutions to persons and entities privately by considering 

their risk and return preferences, whereas the comments and advice included herein are of a general nature. 

Therefore, they may not fit your financial situation and risk and return preferences. For this reason, making an 

investment decision only by relying on the information given herein may not give rise to results that fit your 

expectations. 

• in the UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the Financial 

Conduct Authority; 

• and in the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with the 

US Securities and Exchange Commission.  

• In Uruguay, operations by HSBC's headquarters or other offices of this bank located abroad are not subject to 

Uruguayan inspections or regulations and are not covered by warranty of the Uruguayan state. Further information 

may be obtained about the state guarantee to deposits at your bank or on www.bcu.gub.uy. 
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