
 

 

06 September 2021 

Kris Nathanail Brighton 
International Organisation of 
Securities Commissions (IOSCO) 
Calle Oquendo 12 
28006 Madrid, Spain 
 

Dear Sirs, 

 

Re: Environmental, Social and Governance (ESG) Ratings and Data Products 

Providers Consultation Report 

 
Friends of the Earth (HK) has considered the above-referenced consultation paper, which 
seeks comments on proposals to address market concerns relating to Environmental, 
Social and Governance (ESG) Ratings and Data Products Providers Consultation Report 
 
 
Comments from Friends of the Earth (HK) on the issues raised in the consultation paper 
are set out in the Appendix to this letter. 
 
 
We hope that you find our comments to be helpful. If you have any questions on our 
submission or wish to discuss it further, please do not hesitate to contact me at 
anthonycheung@foe.org.hk or Green Finance Engagement Manager of Friends of the 
Earth (HK), Tiffany Yip at tiffanyyip@foe.org.hk. 
 

 

 

Yours Sincerely, 

 

 

Anthony Cheung  
Board Governor & Convenor of Green Finance 
Friends of the Earth (HK)   

mailto:anthonycheung@foe.org.hk
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Appendix 

 

Comments from Friends of the Earth (HK) in response to the Environmental, 
Social and Governance (ESG) Ratings and Data Products Providers  

Consultation Report 
 

THE STANCE OF FRIENDS OF THE EARTH (HK) 

As a pioneering promoter of Green Finance in Hong Kong, Friends of Earth (HK) (FoE 

(HK)) is delighted to see international financial regulators being more proactive in 

accelerating the city’s development of green and sustainable finance in 2021. FoE (HK) 

has organized two webinars on 30 August 2021 on this consultation paper, in both 

English and Chinese, targeted the representatives and practitioners from listed 

companies, financial institutions and rating agencies in Asia-Pacific region, 

providing an overview of the report and put forward suggestions to further advance 

and improve the quality and transparency of ESG ratings and data in order to meet the 

tightening regulatory requirements. 

Throughout the webinars we have collected opinions and thoughts from the industry, and 

found out the most popular sources of ESG data are ESG ratings and direct engagement 

with companies.  

 

SITUATION IN HONG KONG 

The Hong Kong Exchanges and Clearing Limited (HKEX) proposed the “ESG Reporting 

Guide”, requesting listed companies in Hong Kong to disclose ESG-related data on an 

annual basis, and subsequently tightened the disclosure requirements last year. These 

actions demonstrated the growing importance of ESG factors in the capital market. Even 

though listed companies have gradually started to disclose environmental data under 

regulatory requirements, the compliance level and quality for most of them are still far 

from satisfactory. Friends of the Earth (HK) believe that with the increased adoption of 

international ESG ratings, the completeness and comparability of ESG data will be 

improved, and companies with better performance will have an advantage in their 

borrowing capacity. 

 

  



 

 

 

LIMITATION ON TRADITIONAL SCORING ESG SCORING DATASETS 

After the discussions with the practitioners, we found that there are limitations of using 

traditional ESG scoring, in particular, 

1) Stale and/or backward looking 

2) Overreliance on company disclosed information 

3) Limited coverage outside of several emerging & frontier markets 

4) Conflicting signals from different providers 

5) Opaque and open to biases 

 

OUR OPINIONS 

Recommendation 1:  

Friends of the Earth (HK) strongly believes that IOSCO members (securities 

regulators) should regulate on the use of ESG ratings and data products and ESG 

ratings and data product providers in their jurisdictions. 

 

 

  



 

 

 

Recommendation 2:  

Friends of the Earth (HK) agrees that the ESG ratings and data products providers should 

base on publicly disclosed data sources and other information sources where necessary, 

using transparent and defined methodologies. 

 

 



 

 

Recommendation 3 & 4:  

Friends of the Earth (HK) agrees that ESG ratings and data products providers should 

ensure their decisions are independent and free from political or economic pressures and 

from conflicts of interest arising due to the ESG ratings and data products providers’ 

organizational structure, business or financial activities, or the financial interests of the 

ESG ratings and ESG data products providers’ employees.  

Friends of the Earth (HK) further supports that ESG ratings and data products providers 

should avoid activities, procedures or relationships that may compromise or appear to 

compromise the independence and objectivity of the ESG rating and ESG data products 

provider’s operations or identifying, managing and mitigating the activities that may lead 

to those compromises. 

Friends of the Earth (HK) also recommends that ISOCO members (securities 

regulators) should make complaint or whistleblowing hotlines available to report 

on potential conflicts of interest.  

 

 

  



 

 

 

Recommendation 5:  

Friends of the Earth (HK) supports that IOSCO members (securities regulators)  

should make it mandatory, for ESG ratings and data products providers to make 

high levels of public disclosure and transparency an objective in their ESG ratings 

and data products, including their methodologies and processes. 

 

 

Recommendation 6:  

Friends of the Earth (HK) is neutral towards the recommendation that ESG ratings 

and data products providers could consider maintaining in confidence all non-public 

information communicated to them by any company, or its agents, related to their ESG 

ratings and data products, in a manner appropriate in the circumstances. 

 



 

 

Recommendation 7:  

Friends of the Earth (HK) has reservation on this recommendation for Asian market 

and economies. It is because financial market participants in Asia & emerging market in 

general might not have the expertise to conduct due diligence on the ESG ratings 

and data products that they use in their internal processes.  

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Recommendation 8 & 9:  

Friends of the Earth (HK) recommends that ESG ratings and data products providers 

should publicly disclose their information gathering processes with entities covered 

by their products in a manner that is efficient and leads to more effective outcomes for 

both the providers and these entities. 

Friends of the Earth (HK) further supports that ESG ratings and data products providers 

must respond and address issues flagged by entities covered by their ESG ratings and 

data products while maintaining the objectivity of these products. 

Friends of the Earth (HK) recommends that IOSCO members (securities regulators) 

should provide rules and guidelines on the information gathering and responding 

processes accordingly. 

 

 

  



 

 

 

Recommendation 10:  

Friends of the Earth (HK) agrees that entities subject to assessment by ESG ratings and 

data products providers could consider streamlining their disclosure processes for 

sustainability related information to the extent possible, bearing in mind regulatory and 

other legal requirements in their jurisdictions. 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

CONCLUSION 

Friends of the Earth (HK) strongly supports that securities regulators and/or 
policymakers, as applicable, should promote and enhance financial and investor 
education initiatives relating to sustainability. 
 
Friends of the Earth (HK) is in the forefront aiding the drive to promote green and 
sustainable finance in Hong Kong. We have partnered with the European Federation of 
Financial Analysts (EFFAS) to launch the Certified ESG Analyst (CESGA®) program in 
Hong Kong & Singapore—the first of such internationally-recognised ESG professional 
accreditation in Hong Kong and across Asia Pacific region. This programme is a 
pioneering initiative aimed to provide the necessary, professional and technical training 
for the efficient Valuation, Measurement and Integration of ESG issues into investment 
analysis. 
 
In addition, we launched our Green Finance Roadmap in 2018 and the Green Finance 
Blog in 2019 - both of which are the first of its kind in Hong Kong and across the whole 
Asia Pacific region - to educate both our industry practitioners and to raise the awareness 
of ESG and green finance to the public respectively.  
 
As Friends of the Earth (HK) has researched into this area and conducted a 
comprehensive analysis on the ESG ratings and relevant regulations in the field, we hope 
that financial institutions (banks, insurance and asset managers) would make good use 
of ESG data and not fall into the trap of greenwashing. 


