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New disclosure standards for Sin
ESG funds due early next year:

MD Ravi Menon says that with the enhanced disclosure in place, investors will be able to better understand the criteria that an ESG fund uses to select its investments
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Sngapore
THE Monetary Authority of Singapore
(MAS) will set out early next year its
regulatory expectations on the dis-
closure standards that retail funds in
Singapore with an ESG (environ-
mental, social, and governance) in-
vestment objective must meet, said
its managing director Ravi Menon.

In a speech on Wednesday, Mr
Menon said that with the enhanced
disclosure in place, investors will be
able to better understand the criteria
that an ESG fund uses to select its in-
vestments.

Investors will also obtain from a
single offering document more in-
formation on the fund’s investment
process, as well as the risks and limita-
tions associated with the fund’s ESG
strategy. They will receive periodic
updates on whether the investment
objective of an ESG fund has been met
too.

The attention comes amid rising at-
tention on whether ESG funds have
been correctly labelled, raising risks
of greenwashing. There are varying

ESG scoring methods in the market.

A 2020 Milken Institute report
looked at a sample of 943 firms’ per-
formance in 2018, the latest year for
which all ESG scores from three major
rating agencies — RobecoSAM, Sus-
tainalytics, and Thomson Reuters —
were available.

The analysis showed that the three

“We need to make
sure that as green
investments become
more mainstream,
there are strong
disclosure
requirements

in place.”

MAS managing director Ravi Menon

rating agencies give very different
ESG scores, with a correlation below
0.5, to more than 60 per cent of the
firms. The exception is for the worst-
performing ones, where the rating
agencies were in agreement.

Mr Menon said in his speech: “We
need to make sure that as green in-
vestments become more main-

stream, there are strong disclosure re-
quirements in place.”

He likewise pointed out that there
are more than 200 frameworks, stand-
ards, and other forms of guidance on
sustainability reporting and climate
related disclosures. “This has resul-
ted in selective reporting and incon-
sistent disclosures that are not com-
parable.”

Having green finance as a “key ena-
bler” for the transition to a sustain-
able future, as Mr Menon noted,
comes as climate change is happen-
ing at a “rapid, widespread, and in-
tensifying” pace, as pointed out in the
recent report from the United Nations
Intergovernmental Panel on Climate
Change.

Global warming has already
reached 1.1 degrees Celsius above
pre-industrial levels, the warmest in
125,000 years. “With each year’s
delay in reducing global emissions,
the task will get more difficult and
costly,” said Mr Menon.

The volume of assets invested in
sustainable projects is rising rapidly,
with now about one-fifth of all assets
worldwide are now in funds that use
some form of ESG criteria, data cited

from a KPMG report showed.

But green finance has not been
able to reach scale, Mr Menon pointed
out. According to the International En-
ergy Agency, global investment in en-
ergy projects needs to more than
double from its current level by 2030
in order to meet net-zero emission
goals by 2050. Given the challenges,
steps must be taken to improve the
quality, availability, and comparabil-
ity of data, the definitions for green
and transition activities, and to im-
prove disclosures by having a consist-
ent set of global standards, said Mr
Menon.

Bankers told The Business Times
that this is a step in the right direction
to protect retail investors from “green-
washed” products.

John Ng, head of funds selection
and advisory, DBS Private Bank said:
“Today’s ESG landscape is still frag-
mented as there isn’t a single estab-
lished disclosure standard or ESG
evaluation process for fund man-
agers. Protocols on company analysis
and selection based on ESG require-
ments are pretty much left to indi-
vidual fund houses to determine, and
are based on varying criteria, which
can give rise to inconsistencies.

“With MAS taking the lead to en-
sure that all ESG funds sold in Singa-
pore provide better disclosure on
how fund managers determine their
ESG processes, this will avail greater
transparency to investors and deepen
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agore retail

their understanding of ESG funds,
which will ultimately enable them to
make more informed investment de-
cisions.”

Tan Siew Lee, head of wealth man-
agement Singapore, OCBC Bank, said:
“The ripple effect of a well-structured
standard will also stimulate a correct-
ive alignment mechanism across com-
pany reporting, fund manufacturers
and rating agencies; thereby equip-
ping retail investors with ESG insights
to make more informed investment
decisions, while ensuring their invest-
ments are channelled into ESG funds
the right way.”

Mr Menon also announced that the
National University of Singapore
(NUS) will be establishing by the end
of this year the Sustainable and Green
Finance Institute, or SGFIN.

The institute will help groom a
pipeline of talent and leadership in
sustainable and green finance across
the career spectrum. In a press state-
ment, NUS said the institute plans to
recruit more than a dozen research
talents from around the world.

A key research focus of SGFIN is to
develop a sustainability and impact
measurement and assessment frame-
work, to assess the monetary value of
companies’ environmental and social
performance. It aims to address the
lack of consistent and standardised
ESG data in Asia by utilising modern
statistical and advanced machine
learning tools to capture environ-
mental and social data on Asian
firms.



