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 What are PAIs?  

A Principal Adverse Impact (“PAI”) is any impact of investment decisions or advice that results in a negative effect on susta inability factors, such as environmental, social 

and employee concerns, respect for human rights, anti-corruption, and anti-bribery matters. For financial market participants and financial advisers, providing the required 

PAI information is one of obligations under the Sustainable Finance Disclosure Regulation (“SFDR”).  

Under the SFDR requirements, European financial market participants must report on a predefined list of PAI indicators, which consists of 18 mandatory indicators (14 

applicable to corporate issuers, 2 are specific to sovereign and supranational, and 2 to real estate) and over 40 optional indicators covering additional environmental and 

social factors. 

HSBC Asset Management has selected the following two optional PAIs to include in our PAI reporting: 

◆ Optional Environmental PAI 4 – Investments in companies without carbon emission reduction initiatives 

◆ Optional Social PAI 9 – Lack of a human rights policy 

 

Under SFDR, PAIs are required to be disclosed in the following ways:  

1. Disclosure at the product level (Article 7 SFDR) – For all products in scope of SFDR, the investment manager discloses in the prospectus whether and how PAIs are 

considered in the investment approach. In addition, the list of PAIs selected by the product is mentioned in the Pre-Contractual Disclosure. The periodic reports are 

produced on an annual basis based on the fiscal year end of the fund also provides information on PAIs in the section “Does this financial product consider principal 

adverse impacts on sustainability factors?” 

2. Disclosure at the entity level (Article 4(1) to (5) of SFDR) – Financial market participants must publish a Principal Adverse Sustainability Impacts statement (PASI 

statement) on their website on an annual basis. For those who consider PAIs on sustainability factors in their investment decisions, the statement should include a 

report describing how they have taken PAI into account covering: 

a. Information on policies for the identification of PAIs, actions taken and planned to mitigate them (for instance, reduction of carbon emissions by means of 

engagement or other policies), references to internationally recognised standards for due diligence and reporting, as well as a historical comparison. 

b. Reporting on mandatory PAI indicators and additional optional indicators identified 

Note that the report must follow the template in Annex I of the RTS and must be published on 30th of June each year with the previous calendar year as a reference period. 
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Disclosure of PAIs in the European ESG Template (“EET”) report 

Though it is not a regulatory obligation, the EET provides as a new, standardized, machine-readable template for ESG data and is intended to facilitate the exchange of ESG 

data between product manufacturers and distributors and intermediaries for the purpose of fulfilling ESG-related regulatory requirements contained in the SFDR, the 

Taxonomy Regulation, MiFID II and the IDD for insurers. 

The EET is to be produced for all open-ended products distributed in the EU at a share class level, and for all sustainable and non-sustainable products in scope of SFDR 

(article 6, 8 & 9 funds).  

The quantitative PAI values in the EET are not linked to PAI consideration at product level nor product classification. Instead, they are provided for all products under scope 

of SFDR entity reporting. As a general principle, the following should be noted concerning the PAI values in the EET template: 

◆ Their purpose is to fulfil the regulatory requirement of the SFDR PAI reporting at entity level and therefore deemed to be used by financial market participants who 

invested in financial products and are subject to SFDR’s reporting at their entity level. 

◆ They are not deemed to be used for investment decisions or product comparison at this stage as there are discrepancies in terms of approaches used within the industry 

to calculate some of them, leading to results which are not fully comparable. 

◆ The data used in the calculation of PAI values are sourced from data vendors. They can be based on company disclosures or estimated by the data vendors in the 

absence of company reports. Please note that it is not always possible to guarantee the data accuracy, timeliness or completeness provided by third-party data 

providers.  

 

Calculation methodology for PAIs in the EET vs. PAIs in the entity report 

The same methodology is used to calculate the PAI values in the EET and in the entity report, except that in the entity report the PAI values are aggregated at entity level, 

and in the EET the PAI values are aggregated at fund level. PAI values are calculated on an annual calendar basis, to be in alignment with the SFDR Entity report.  
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 PAI Calculation assumptions/approaches: 

1. “Current value of investment” vs. “all investments"  

“Current value of investment” is calculated based on all investments taken average of 4 quarter ends snapshot of previous calendar year. (For further details please refer to 

“Data reference period and refresh frequency” for PAI in below.) 

“All investments” are based on the total market value.  

Currency adjustments are made using Reuters’ conversion rate at 4pm London time to convert PAI values into Euros.  

2. “Investee company’s enterprise values” 

“Investee company’s enterprise values” i.e., EVIC is first sourced from the asset’s immediate issuer, if not available then from ultimate parent excluding majority ownership, 

then ultimate parent including ownership. For the reference period, we use the latest available EVIC as the previous fiscal year end for Annex 4 and 5 and as at previous 

calendar year end for Annex 1   

3. “Data reference period and refresh frequency” for PAI 

Average quarter ends of the previous calendar year were taken for the portfolio/fund holdings and latest available ESG data as at calendar year end for Annex1. For periodic 

reports (Annex 4 and Annex 5), it will be the data based on the average quarter end of the previous fiscal year for fund holdings and latest available ESG data as at fiscal 

year-end. 

4. “Variation from RTS for units used for PAI 3 & 15” 

For the above two PAIs, we used the same units (million Euros) in the numerator and denominator.  

5. Data coverage/ quality limitations  

Due to the lack of data coverage, PAIs could not be calculated for: 

◆ Portfolio/funds in the Alternatives investment sector (i.e., private equity, private debt, real estate & infrastructure). 

◆ Derivatives. 

◆ In some cases, for second level and beyond fund of funds look-throughs. 

PAI specific ESG data limitation / coverage are detailed in the PAI explanation table below.  
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6. ESG data source, published vs estimated  

HSBC uses ESG data issued by 6 third-party data providers (Bloomberg, Sustainalytics, Iceberg Data Lab, IMF, ISS ESG, S&P Trucost). These data providers use a mix of 

published values and estimated data estimates based on their own methodologies. 

7. SFDR controversial weapon definition Vs. HSBC banned weapon policy  

SFDR’s controversial weapon definition covered within the HSBC Banned Weapon policy which is available on our website: 

https://www.assetmanagement.hsbc.com/about-us/responsible-investing/policies  

8. Eligibility methodology 

Assets were classified based on the Solvency II Complementary Identification Code (CIC) methodology*. The eligibility is calculated as the weight of the portfolio/fund assets 

which match the CIC category classification that applies to the PAI concerned (Corporate, Sovereign, Real Estate, Others). 

*Link to Solvency II Complementary Identification Code (CIC) methodology can be found in here:  

https://register.eiopa.europa.eu/Publications/Consultations/EIOPA-14-052-Annex_IV_V_-_CIC_table.xls  

9. Coverage methodology  

The coverage shows the weight of the portfolio/fund assets which are eligible for the respective PAI and for which the related ESG third-party provider has data coverage.  

10. Fund of Funds Look-through  

HSBC AM is performing a look-through on fund of funds to calculate PAIs scores of the underlying fund’s assets where feasible.  

11. Exact Fit / Partial Fit:  

Exact fit is when the indicator assesses all the components exactly as defined by the SFDR / Partial Fit is when indicators are used which only assess parts of what is defined 

by the SFDR e.g., if data is not readily available. 

  

https://www.assetmanagement.hsbc.com/about-us/responsible-investing/policies
https://register.eiopa.europa.eu/Publications/Consultations/EIOPA-14-052-Annex_IV_V_-_CIC_table.xls
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 PAI Explanation (From Annex 1 Template principal adverse sustainability impacts statement)  

 

# PAI Metric Explanation 

Table 1 Statement on principal adverse impacts of investment decisions on sustainability factors 

1 GHG emissions Scope 1 GHG emissions - 

Metric tonnes CO2 equivalents 

Data Vendor: S&P Trucost and Bloomberg 

Scope 1 designates the GHG emissions (in tonnes of CO2 equivalent) from direct emitting sources owned or controlled 

by a company: direct emissions resulting from the combustion of fossil fuels, such as gas, oil, coal, during their process 

of production. Within the framework of SFDR, GHG Emissions refer to ‘financed emissions’. For example, if a portfolio 

owns 10% of a given company, it would be financing 10% of its emissions. To get the total, we sum up the GHG 

absolute emissions - Scope 1 divided by entreprise value, multiplied by investment for all investee companies. Enterprise 

Value, including cash (EVIC) in million Euro are sourced from Bloomberg incorporated in the metric. 

Data limitation: GHG Emissions - Scope 1 data are primarily based on company disclosures or estimated by S&P Trucost 

in the absence of company reports. There is no 100% coverage for these metrics. While our data provider, S&P Trucost, 

endeavours to provide full coverage for the entire universe of possible holdings, there are sometimes gaps due to 

companies not reporting emissions, and it is not appropriate to estimate non-reported emissions for niche asset classes 

or sub-industries. There is a further potential gap when our holding is at the subsidiary level, and emissions are only 

reported at the level of the parent company and not distributable to the subsidiary.  

These datapoints are measured in tonnes of CO2 equivalents per million of euros of revenue. They cover the full 

spectrum of GHG emissions and not only carbon. Hence, we consider them as an Exact Fit of the PAI definition. 

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds based on the 

International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are used for projects that 

positively impact the environment or climate, such as renewable energy or sustainable waste management. This 

approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-based assessment of 

GHG emission reductions. 

 

 
 Scope 2 GHG emissions - 

Metric tonnes CO2 equivalents 

Data Vendor = S&P Trucost and Bloomberg 
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Scope 2 comprises company's indirect GHG emissions (in tonnes of CO2 equivalent) from purchased or acquired 

electricity, steam, heat and cooling necessary to manufacture the product. Within the framework of SFDR, GHG 

Emissions refer to ‘financed emissions’. For example, if a portfolio owns 10% of a given company, it would be financing 

10% of its emissions. To get the total, we sum up the GHG absolute emissions - Scope 2 divided by enterprise value, 

multiplied by investment for all investee companies. Enterprise Value, including cash (EVIC) in million Euro are sourced 

from Bloomberg incorporated in the metric. 

Data limitation: GHG Emissions - Scope 2 data are primarily based on company disclosures or estimated by S&P Trucost 

in the absence of company reports. There is not 100% coverage for these metrics. While our data provider S&P Trucost 

endeavours to provide full coverage for the entire universe of possible holdings, there are sometimes gaps due to 

companies not reporting emissions and it is not appropriate to estimate on reported emissions for niche asset classes or 

sub-industries. There is a further potential gap when our holding is at the subsidiary level and emissions are only reported 

at the level of the parent company and not distributable to the subsidiary. 

This PAI is measured in tonnes of CO2 equivalents and cover the full spectrum of GHG emissions and not only CO2. 

Hence, we consider it as an Exact Fit of the PAI definition.  

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds based on the 

International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are used for projects that 

positively impact the environment or climate, such as renewable energy or sustainable waste management. This 

approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-based assessment of 

GHG emission reductions. 

 

 

 

 Scope 3 GHG emissions - 

Metric tonnes CO2 equivalents 

Data Vendor: S&P Trucost and Bloomberg 

GHG emissions - Scope 3, defined as all other indirect emissions (not included in scope 1 and 2) that are generated 

throughout a company's value chain, can often be the largest source of emissions for companies. Scope 3 emissions are 

divided into two main categories: upstream (supply chain, i.e., purchased or acquired goods & services) and downstream 

(products value chain: use of sold goods and services) activities of a company. This PAI accounts for both  upstream and 

downstream activities included in GHG emissions - scope 3 categories.  

Within the framework of SFDR, GHG Emissions refer to ‘financed emissions’. For example, if a portfolio owns 10% of a 

given company, it would be financing 10% of its emissions. To get the total, we sum up the GHG absolute emissions - 

Scope 3 divided by enterprise value including cash (EVIC), multiplied by investment for all investee companies. Enterprise 

Value, including cash (EVIC) in million Euro are sourced from Bloomberg incorporated in the metric. 

Data limitation: Scope 1 and 2 carbon are more directly under the control of the individual companies we invest in, 

whereas scope 3 estimates are more an estimation of a company's interaction and the resulting GHG emissions of 
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upstream stakeholders. Due to a lack of reported information, it is a great challenge to estimate and quantify company 

scope 3 emissions. 

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds based on the 

International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are used for projects that 

positively impact the environment or climate, such as renewable energy or sustainable waste management. This 

approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-based assessment of 

GHG emission reductions. 

 

 

 Total GHG emissions - Metric 

tonnes CO2 equivalents 

Data Vendor: S&P Trucost and Bloomberg 

Total GHG Emissions (Scope 1, 2 & 3) are commonly referred to as ‘financed emissions’. For example, if a portfolio owns 

10% of a given company, it would be financing 10% of its GHG emissions. It is the sum of the GHG absolute emissions 

(Scope 1,2 & 3) divided by enterprise value, multiplied by investment. GHG emissions are primarily based on company 

disclosures or estimated by S&P Trucost in the absence of company reports. Enterprise Value, including cash (EVIC) in 

million Euro are sourced from - Bloomberg incorporated in the metric.  

Data limitation: Lack of coverage of GHG emissions - Scope 3 and some niche asset classes (such as Small Caps, High 

Yield, Frontier or Emerging Markets issuers). These gaps are due to companies not reporting emissions, and it is not 

appropriate to estimate non-reported emissions for niche asset classes or sub-industries. Scope 3 emissions cover both 

upstream and downstream emissions.  

This PAI is measured in tonnes of CO2 equivalents and cover the full spectrum of GHG emissions and not only carbon. 

Hence, we consider it as an Exact Fit of the PAI definition. 

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds based on the 

International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are used for projects that 

positively impact the environment or climate, such as renewable energy or sustainable waste management. This 

approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-based assessment of 

GHG emission reductions. 

 

2 Carbon footprint Carbon footprint - Metric 

tonnes of CO2 per million of 

euros (EV) 

Data Vendor: S&P Trucost and Bloomberg 

This PAI is the sum of all financed emissions (scope 1, 2 and 3) divided by the total value of investments.  

Data limitation: Carbon emissions (Scope 1, 2 & 3) are primarily based on company carbon disclosures or estimated by 

S&P Trucost in the absence of company reports. It is worth noting the lack of coverage of scope 3 Carbon emissions and 

some niche asset classes (such as Small Caps, High Yield, Frontier or Emerging Markets issuers). These gaps are due to 
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companies not reporting emissions and it is not appropriate to estimate non-reported emissions for niche asset classes or 

sub-industries. Scope 3 emissions cover both upstream and downstream emissions. 

This PAI is considered as an Exact Fit of the definition.  

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds based on the 

International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are used for projects that 

positively impact the environment or climate, such as renewable energy or sustainable waste management. This 

approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-based assessment of 

GHG emission reductions. 

 

 

3 GHG intensity of 

investee 

companies 

GHG intensity of investee 

companies – Metric tonnes of 

CO2 equivalents per million of 

euros of revenue 

Data Vendor: S&P Trucost  

GHG intensity measures the quantity of GHG emissions (scope 1,2 and 3) per million-euro revenue of an issuer of a 

financial investment. It is a measure of environmental efficiency of an issuer, measuring issuer GHG emissions, relative to 

issuer economic output.  

Data limitation: GHG intensity are primary based on company GHG emissions (Scope 1, 2 & 3) disclosures, or estimated 

by S&P Trucost in the absence of company reports. The lack of coverage of scope 3 and niche asset classes (Small Caps, 

High Yield, Frontier or Emerging Markets issuers) are due to companies not reporting emissions and it is not appropriate 

to estimate non-reported emissions for niche asset classes or sub-industries.  Scope 3 emissions cover both upstream 

and downstream emissions.  

This PAI is measured in tonnes of CO2 equivalents and cover the full spectrum of GHG emissions and not only CO2. 

Hence, we consider this metric to be an exact fit to the PAI definition.  

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds based on the 

International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are used for projects that 

positively impact the environment or climate, such as renewable energy or sustainable waste management. This 

approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-based assessment of 

GHG emission reductions.  

4 Exposure to 

companies active 

in the fossil fuel 

sector 

Share of investments in 

companies active in the fossil 

fuel sector 

Data Vendor: Sustainalytics 

For this PAI, the selection of data points provided by Sustainalytics cover the full spectrum of fossil fuel involvements of 

companies determined on their revenues analysis. Hence, we consider this metric to be an exact fit to the PAI definition.  

It's important to note that we decided to consider 0 Fossil Fuel share for some internally approved green bonds issued by 

companies operating in the fossil fuel sector based on the International Capital Market Association (ICMA) guidelines.The 



10 
 

    
PUBLIC PUBLIC PUBLIC 

funds raised by these bonds are used for projects that positively impact the environment or climate, such as renewable 

energy or sustainable waste management.  

5 Share of non-

renewable energy 

consumption and 

production 

Share of non-renewable energy 

consumption and non-

renewable energy production 

of investee companies from 

non-renewable energy sources 

compared to renewable energy 

sources, expressed as a 

percentage of total energy 

sources 

Data vendor: Bloomberg  

This PAI represents the percentage of the company's total energy consumption and production that is generated using 

non-renewable sources in the reporting year. This data is taken as reported by the company. To calculate the reported 

shares, the percentages as directly reported by companies are considered, or a calculation is made based on company 

disclosure on total energy consumption and production and related non-renewable share. Bloomberg do not use 

estimation models to cover this PAI. 

Data limitation: Despite a larger research universe, only a small number of companies are disclosing the metric, but we 

can expect this limitation to ease in the future. 

 

5a Share of non-

renewable energy 

consumption 

Share of non-renewable energy 

consumption of investee 

companies from non-

renewable energy sources 

compared to renewable energy 

sources, expressed as a 

percentage of total energy 

sources 

Data vendor: Bloomberg  

This PAI represents the percentage of the company's total energy consumption that is generated using non-renewable 

sources in the reporting year. This data is taken as reported by the company. To calculate the reported shares, the 

percentages as directly reported by companies are considered, or a calculation is made based on company disclosure on 

total energy consumption and related non-renewable share. Bloomberg do not use estimation models to cover this PAI. 

Data limitation: Despite a larger research universe, only a small number of companies are disclosing the metric, but we 

can expect this limitation to ease in the future. 

5b Share of non-

renewable energy 

production 

Share of non-renewable energy 

production of investee 

companies from non-

renewable energy sources 

compared to renewable energy 

sources, expressed as a 

percentage of total energy 

sources 

Data vendor: Bloomberg 

This PAI represents the percentage of the company's non-renewables energy production in the reporting year. This data 

is taken as reported by the company. Total energy production from renewables includes wind, solar, biomass, waste and 

all other types of renewable energy in gigawatt hours (GWh). To calculate the reported shares, the percentages as 

directly reported by companies are considered, or a calculation is made based on company disclosure on total energy 

production and related non-renewable share. Bloomberg do not use estimation models to cover this PAI. 

Data limitation: Despite a larger research universe, only a small number of companies are disclosing the metric, but we 

can expect this limitation to ease in the future. It is worth noting that this data is available for the Utilities’ sector only. 

6 Energy 

consumption 

intensity per high 

Energy consumption in GWh 

per million EUR of revenue of 

investee companies, per high 

Data vendor: Bloomberg  
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impact climate 

sector 

impact climate sector - GWh 

per million of euros of 

revenue 

This data is taken as reported by the company. Energy consumption in GWh per million EUR of revenue of investee 

companies, per high impact climate sectors based on NACE classification of activities. NACE (Nomenclature of 

Economic Activities) is the European statistical classification of economic activities. 

Data limitation: Despite a larger research universe, only a small number of companies are disclosing the metric, but we 

can expect this limitation to ease in the future. 

7 Activities 

negatively 

affecting 

biodiversity-

sensitive areas 

Share of investments in 

investee companies with 

sites/operations located in or 

near to biodiversity-sensitive 

areas where activities of those 

investee companies negatively 

affect those areas 

Data vendor: Iceberg Data Lab 

We use an approximation of the "Share of investments in investee companies with sites/operations located in or near to 

biodiversity-sensitive areas where related-activities negatively affect those areas" due to the challenge of gathering a 

mapping of investee companies with sites/operations located in or near to biodiversity sensitive areas. An assessment of 

companies’ activities located in or near to biodiversity sensitive areas would require a spatial approach which is not yet 

disclosed by companies and available to investors. In this context, we use an approximation to assess the most material 

biodiversity impacts of companies. We rely on the Iceberg Data Lab methodology which estimates all the material 

biodiversity impacts, calculated and supported by robust scientific frameworks (damage functions, pressure factors), and 

translated into the Corporate Biodiversity Footprint (CBF) indicator which reflects the annual biodiversity footprint of a 

company, expressed in the Km².MSA unit. The « Mean Species Abundance » (MSA) is a biodiversity metric expressing 

the average relative abundance of native species in an ecosystem compared to their abundance in an ecosystem 

undisturbed.  For PAI 7, we use the weighted sum of CBF intensity for companies that operate within high-impact 

sectors as defined by the Finance for Biodiversity Pledge. These high-impact sectors include those with the greatest 

impact on biodiversity, such as intensive agriculture, fishing, the forestry industry, mining, oil and gas exploration, 

construction, and real estate development. By definition, this is a negative value: the corporate biodiversity footprint 

intensity corresponds to a certain value per million euros invested per year. This implies that a one million euro 

invested results to a mean loss of a certain CBF value per Km2.MSA over annual period. 

Data limitation: There are methodological bias and limits to the Corporate Biodiversity Footprint (CBF) methodology, the 

most important being that the CBF covers only terrestrial biodiversity and partially marine biodiversity, which are in the 

scope of many inventories, reviews, and damage functions. In addition, some pressure factors such as Invasive species 

are not modelled yet, due to the lack of robust models but will be developed over time. It is worth noting that, as of 

today, only a low fraction of companies is disclosing the metric or information that is requested by the PAI 7, but we 

expect this limitation to ease in the future as some companies are increasingly interested in natural capital accounting to 

mitigate their impacts and measure their risks.  

Considering the approximation made and data limitation, this PAI is a Partial Fit of the definition. 

8 Emissions to water Metric tonnes of emissions to 

water generated by investee 

companies per million EUR 

Data vendor: Bloomberg 

We consider the amount of discharges to water that influence the biophysical or chemical quality of the water, in 

thousands of metric tonnes per million of euros invested. The following pollutants are considered for the purpose of this 
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invested, expressed as a 

weighted average - Thousands 

of Metric tonnes per million of 

euros invested 

metric: direct nitrates, direct phosphate emissions, direct pesticides emissions, direct emissions of priority substances 

(i.e., heavy metals, loads of organic pollutant parameters such as biochemical oxygen demand (BOD) and chemical 

oxygen demand (COD), nitrogen and phosphorus compounds, soluble salts, and suspended solids).  We consider this 

metric to be an exact fit to the PAI definition as provided by the regulator given the correspondence of covered 

substances. Bloomberg do not use estimation models to cover this PAI.   

Data limitation: At least in the beginning, we can expect a highly heterogeneous disclosure with most companies only 

including a subset of this metric in their reporting. 

9 Hazardous waste 

and radioactive 

waste ratio 

Metric tonnes of hazardous 

waste and radioactive waste 

generated by investee 

companies per million EUR 

invested, expressed as a 

weighted average - Thousands 

of Metric tonnes per million of 

euros invested 

Data vendor: Bloomberg 

Hazardous Waste Ratio is measured in tonnes of hazardous waste generated by a company. Following the EU definition, 

the datapoints include both hazardous and radioactive waste as reported by companies. We consider this metric to be an 

exact fit to the PAI definition as provided by the regulator given the correspondence of covered substances. Bloomberg 

do not use estimation models to cover this PAI. 

Data limitation: At least in the beginning, we expect a highly heterogeneous disclosure with most companies only 

including a subset of this metric in their reporting. 

10 Violations of UN 

Global Compact 

principles and 

Organisation for 

Economic 

Cooperation and 

Development 

(OECD) Guidelines 

for Multinational 

Enterprises 

Share of investments in 

investee companies that have 

been involved in violations of 

the UNGC principles or OECD 

Guidelines for Multinational 

Enterprises 

Data Vendor: Sustainalytics  

We rely on Sustainalytics to assess UN Global Compact Principles and OECD Guidelines, i.e., companies in open 

violation of UN Global Compact Principles, get counted under this PAI. Conversely, companies flagged as Watchlist are 

regarded to be closely monitored but not yet in open contravention of the principles which we interpret the regulation to 

require. Given the scope of the principles and standards covered, we consider this datapoint to be an exact fit to the PAI 

definition.  

Data Limitation: In some cases, we cannot always guarantee the data accuracy, timeliness or completeness provided by 

the vendor. Where necessary, we investigate to verify the accuracy of the violations before a decision is made to action. 

In situations where we disagree with the vendor's assessments, we add our proprietary research and conclusions for the 

exclusionary screens committed.  

11 Lack of processes 

and compliance 

mechanisms to 

monitor 

compliance with 

UN Global 

Compact principles 

Share of investments in 

investee companies without 

policies to monitor compliance 

with the UNGC principles or 

OECD Guidelines for 

Multinational Enterprises or 

grievance/complaints handling 

Data Vendor: Bloomberg 

PAI 11 is intended to capture evidence, or lack thereof, of companies’ mechanisms and due diligence efforts to monitor 

compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises (MNE’s). PAI 11 

considers several raw data points disclosed from companies and publicly sourced data: Industry Org Membership - 

Labour Rights, Employee Freedom of Association Policy, ILO Labour Standards, OECD Guidelines for MNE's, Modern 

Slavery Act Statement, Forced Labour Policy, Child Labour Policy and Un Global Compact Signatory. If any of the above 
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and OECD 

Guidelines for 

Multinational 

Enterprises 

mechanisms to address 

violations of the UNGC 

principles or OECD Guidelines 

for Multinational Enterprises 

fields are 'Yes' the company is considered to have a process for monitoring UNGC principles and OECD Guidelines for 

MNE’s. 

 

Data limitation: This metric is an interpretation of the principles and guidelines in question based on Bloomberg own 

methodology and the underlying data as provided by the company itself or sourced from publicly available sources. 

Actual results may therefore vary. This metric does neither constitute nor replace any legal opinion, legal assessment, 

legal advice, or other expert statement on the existence of a violation.   

12 Unadjusted gender 

pay gap 

Average unadjusted gender 

pay gap of investee companies 

Data Vendor: Bloomberg 

The average unadjusted gender pay gap of investee companies is the difference expressed between the average (mean 

or median) earnings of men and women including management across a workforce, irrespective of worker characteristics 

or job title. The unadjusted analysis offers a holistic view for assessing potential pay disparity as it considers the 

distribution of employees across all jobs. The analysis is unaffected by differences such as level and job title, which may 

themselves be a result of discrimination. It can reveal, for example, gaps in the representation of women in senior-level 

roles. We use the percentage gender pay gap for total employees including management for the company. This 

Percentage represents female earnings in relation to its male counterparts. We consider this metric to be an exact fit to 

this PAI definition. 

Data limitation:  

Only a small proportion of companies disclose gender pay gap data, and not all disclosures are the same, but we expect 

these limitations to ease in the future. 

13 Board gender 

diversity 

Average ratio of female to male 

board members in investee 

companies, expressed as a 

percentage of all board 

members 

Data Vendor: Bloomberg 

Percentage of women on the Board of Directors, as reported by the company. Europe: Where the company has a 

Supervisory Board and a Management Board, this is the Percentage of Women on the Supervisory Board. This data is 

annualized, based on the reporting year. We consider this metric is an exact fit to this PAI definition. Bloomberg do not 

use estimation models to cover this PAI. 

 

14 Exposure to 

controversial 

weapons (anti-

personnel mines, 

cluster munitions, 

chemical weapons, 

Share of investments in 

investee companies involved in 

the manufacture or selling of 

controversial weapons 

Data Vendor: ISS ESG  

We rely on ISS ESG to screen out companies with strong indications of involvement in the production or distribution of 

anti-personnel mines, cluster munitions, chemical weapons, and biological weapons. Based on ISS, coverage of the 

investment universe in this PAI assumes coverage is equivalent to eligibility.  



14 
 

    
PUBLIC PUBLIC PUBLIC 

and biological 

weapons) 

Data limitation: Involvement in some weapon categories like biological and chemical weapons, blinding lasers, not 

detectable fragments remain at best patchy. But there is no alternative as of now. It is worth noting that chemical and 

biological weapons cases are very unusual and have tended to be made by state owned or private companies.  

Nevertheless, we consider this metric to be an exact fit to this PAI definition. 

15 GHG intensity GHG intensity of investee 

countries - Metric kilo tonnes 

per unit of GDP (in millions of 

euros) 

Data Vendor: S&P Trucost  

This metric is measured as the level of GHG territorial emissions (measured in kilo tonnes, Ktonnes) per unit of GDP (in 

millions of euros, M€). GHG Emissions are associated with any aspect of an economy’s activity and includes territorial 

emissions (domestic + exported) and emissions embedded in its imports. GDP used is the purchasing power parity (ppp) 

GDP. Data for the GDP of invested countries is obtained from the IMF (public source) while carbon emissions are sourced 

from S&P Trucost. Intensities are then computed as a simple ratio between emissions and GDP for the latest year 

available.  

 

Data limitation: We consider this metric to be a partial fit as we exclude “Land use, land-use change and forestry" 

(LULUCF) from GHG territorial emissions accounting, given the uncertainty of the numbers. LULUCF is an important 

category accounting for GHG emissions within the United Nations Framework Convention on Climate Change (UNFCCC). 

The LULUCF sector covers emissions and removals of greenhouse gases resulting from direct human induced land use, 

land-use change and forestry activities. Carbon is sequestered by forestry and grassland, while carbon losses occur on 

existing cropland and natural land (e.g., grassland) that is converted to cropland or settlement.  

It's noteworthy that we attribute a 0 carbon intensity to certain internally approved Green Bonds issued by sovereigns. 

These sovereign Green bonds are regarded as owing to their explicit commitment to finance projects with environmental 

benefits based on the International Capital Market Association (ICMA) guidelines. The funds raised by these bonds are 

used for projects that positively impact the environment or climate, such as renewable energy or sustainable waste 

management. This approach, which considers 0 carbon intensity, is adopted in the absence of a more precise, project-

based assessment of GHG emission reductions. 

 

16 Investee countries 

subject to social 

violations 

Number of investee countries 

subject to social violations 

(absolute number), as referred 

to in international treaties and 

conventions, United Nations 

principles and, where 

applicable, national law 

Data Vendor: Sustainalytics  

We rely on Sustainalytics’ country risk analysis which includes social risks such as civil or transnational conflict, state 

repression, violent crime, and labour rights/discrimination. Sustainalytics captures the most controversial social-related 

events in which a country is involved in that are interpreted to potentially affect the prosperity and economic 

development of a country and its ability to manage its wealth in an effective and sustainable manner. At the event level, 

the overall impact on stakeholders and the environment gets evaluated based on the Incidents’ Severity Scores as well as 

the risk to a country’s Human Capital. The impacts of an incident, get summarized in a Severity Score, which measures 
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the Depth (the degree of impact), Breadth (how widespread the impact is) and Duration (what the duration is likely to be) 

of an Incident. We consider and report only the most severe events (category 5) to constitute Social Violations in the 

spirit of the regulation.  

Data points provided by Sustainalytics are considered as an exact fit to this PAI’s requirements. 

Investee countries 

subject to social 

violations 

Number of investee countries 

subject to social violations 

(relative number divided by all 

investee countries), as referred 

to in international treaties and 

conventions, United Nations 

principles and, where 

applicable, national law 

See above 

17 Exposure to fossil 

fuels through real 

estate assets 

Share of investments in real 

estate assets involved in the 

extraction, storage, transport, 

or manufacture of fossil fuels 

Eligibility 0%. We do not have any eligible assets for this PAI. 

18 Exposure to 

energy-inefficient 

real estate assets 

Share of investments in 

energy-inefficient real estate 

assets 

Eligibility 0%. We do not have any eligible assets for this PAI. 

Table 2 Additional climate and other environment-related indicators 

4 Investment in 

companies without 

carbon emission 

reduction initiatives 

Share of investments in 

investee companies without 

carbon emission reduction 

initiatives aimed at aligning 

with the Paris Agreement 

Data vendor: Bloomberg 

Indicates whether the company is lacking carbon emissions reduction initiatives aimed at aligning with the Paris 

Agreement. The Paris Agreement sets out a global framework to avoid dangerous climate change by limiting global 

warming to well below 2 Degrees Celsius and pursuing efforts to limit it to 1.5 Degrees Celsius. 

Data limitation: By now, only a fraction of companies has committed to carbon emission reduction initiatives, but we can 

expect this proportion to increase in the future. We consider this metric is an exact fit to this PAI definition. 

Bloomberg do not use estimation models to cover this PAI. 
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Table 3 Additional indicators for social and employee, respect for human rights, anti-corruption and anti-bribery matters 

9 Lack of a human 

rights policy 

Share of investments in entities 

without a human rights policy 

Data Vendor: Bloomberg 

This PAI is disclosing the investments in companies which lack a certain Human Rights policy or programme. 

Data limitation: By now, only a fraction of companies publishes a human right policy, but we can expect this proportion 

to increase in the future. We consider this metric to be an exact fit to this PAI definition. 

Bloomberg do not use estimation models to cover this PAI. 
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Important information 
 
This document is distributed by HSBC Asset Management and is intended for professional investors and non- professional investors as defined by MIFID.  

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 indication 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 well 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) 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); 
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• 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 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. 

Copyright © HSBC Global Asset Management Limited 2025. All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, 

recording, or otherwise, without the prior written permission of HSBC Global Asset Management Limited. Expires: 30/06/2025
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