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1. Executive Summary
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Sustainable and responsible investment (SRI) has been growing rapidly in the US and
Europe since the mid-1980s. In Asia there has been little development of SRI, except in
Australia and Japan, up to the present. The long-held view has been that SRI is not suited
to Asian investors. However, a similar view was once held in other SRI markets such as the
UK and US, but history proved otherwise. There is every reason to believe Hong Kong is
ready for SRI, that more funds will emerge this year and that SRI is here to stay. While ac-
knowledging the current economic downturn, we believe SRI presents a relatively stable,
long-term alternative investment for investors.

A SIZABLE POTENTIAL MARKET

Hong Kong presents a ripe market for launching SRI funds. Overseas experience shows
that SRI investors are more likely to come from the caring professions such as medical pro-
fessionals, teachers, social workers and charity organisations, NGOs and religious groups.
Hong Kong has a sizeable pool of workers in these fields.

MPF PRESENTS OPPORTUNITIES

With the introduction of the pension scheme, the Mandatory Provident Fund (MPF), in De-
cember last year, significant new funds will flow to fund managers in Hong Kong. Every
working person earning HK4,000 (US$ 513.6) a month or more, who is not already on a
recognised scheme, is required by law to contribute 5% of their salary to the MPF. Employ-
ers contribute the same percentage. One SRI option is already available to MPF investors,
and logic suggests that SRI should be a cornerstone for pension portfolios in the future due
to the long term nature of the investment. Contributors are, after-all, investing for a better
future 30 years down the road. US, UK and Australian pension providers are already re-
sponding actively to this challenge.

HEIGHTENED CONSCIOUSNESS TOWARDS SRI ISSUES

With increased education levels and rising affluence, there is also increased public aware-
ness towards SRl issues. Although the Hong Kong government has taken few initiatives to
encourage public debate on issues such as sustainable development, existing market re-
search shows that Hong Kong people are increasingly vociferous in their demand for a
cleaner environment, better labour relations and corporate governance. Public debate
about SRI-related issues are a trigger for the development of SRI funds.






