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ESG 101

ESG stands for Environmental, Social, and Governance. It is also called “sustainability” in many situations. Each pillar
comprises a number of criteria that may be considered. E, for instance, can include a company’s use of energy and
greenhouse emission management. S can be employee engagements and how a company manages its social and
business relationships. G may include board management and risk oversights.

Here is our definition at Principal.

ESG at Principal
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ESG Investing

Nowadays, more investors consider it important to incorporate these values and concerns into their selection of
investments. As ESG investing has become more mainstream, people are recognizing that it does not have to mean
sacrificing returns. In a business context, ESG can be about the company’s business model, i.e. how its potential
negative impact.

An investment team’s ESG scoring process will compile relevant information and score specific metrics for investors
to evaluate a firm’s collective conscientiousness for social, environmental factors and overall governance within the
organizations.

Common Investment Objectives

There can be different objectives when it comes to ESG investing. MSCI has defined three common investor objectives
or motivations when considering an ESG strategy: Integration, Values and Impact’. Investors may pursue these
objectives through different approaches. To name a few common ones, that can include best-in-class selection,
exclusionary or negative screening, or impact investing.

Best-in-class selection™: Preferring companies with better or improving ESG profiles relative to sector peers.

Exclusionary or negative screening’: Avoiding securities on the basis of an organization or individual's values,
standards and norms, or other ESG considerations.

Impact investing™: Investing with the intention to generate measurable positive social or environmental benefits.



The Sustainable Development Goals?

While ESG definitions and investment objectives can be different, there are common goals that an investment vehicle
can align with. The 2030 Agenda for Sustainable Development, adopted by all United Nations Member States in 2015,
provides a shared blueprint for peace and prosperity for people and the planet, now and into the future. At its heart
are the 17 Sustainable Development Goals (SDGs), which are an urgent call for action by all countries - developed

and developing - in a global partnership.
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An MSCI ESG Rating3

There are also investment results that we can track, one way is through third-party ESG ratings. An MSCI ESG Rating
is designed to measure a company’s resilience to long-term, industry material environmental, social and governance
(ESG) risks. They use a rules-based methodology to identify industry leaders and laggards according to their
exposure to ESG risks and how well they manage those risks relative to peers. The ESG Ratings range from leader
(AAA, AA), average (A, BBB, BB) to laggard (B, CCC).
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LAGGARD LEADER
A company lagging its industry based on its A company with a mixed or unexceptional track A company leading its industry in managing
high exposure and failure to record of managing the most significant ESG risks the most significant ESG risks and
manage significant ESG risks and opportunities relative to industry peers opportunities
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1Source: MSCI. https://www.msci.com/esg-101-what-is-esg
2Source: United Nations. https://sdgs.un.org/goals
3Source: Source: MSCI. https://www.msci.com/our-solutions/esg-investing/esg-ratings

Disclosures:

Investment involves risks. Past performance of any particular fund or product mentioned in this document is not
indicative of future performance of the relevant fund or product, and the value of each fund or product mentioned
in this document may go down as well as up. You should not invest solely in reliance on this document. There is no
assurance on investment returns and you may not get back the amount originally invested. The content is for
informational purpose only.

You should consider your own risk tolerance level and financial circumstances before making any investment
choices. If you are in doubt as to whether a certain fund or product mentioned in this document is suitable for you
(including whether it is consistent with your investment objectives), you should seek legal, financial, tax,
accounting and other professional advice to ensure that any decision made is suitable with regards to that your
circumstances and financial position and choose the fund(s)/product(s) suitable for you accordingly.

The information contained in this document has been derived from sources believed to be accurate and reliable as
of the date of publishing of this document, and may no longer be true, accurate or complete when viewed by you.
The content is for informational purpose only and does not constitute an offer, a solicitation of an offer or
invitation, advertisement, inducement, representation of any kind or form whatsoever or any advice or
recommendation to enter into any transactions in respect of the funds/products referred to in this document. This
document is not intended to be relied upon as a forecast, research, or investment advice regarding a particular
investment or the markets in general, nor is it intended to predict or guarantee the performance of any investment.
The information does not take account of any investor’s investment objectives, particular needs or financial
situation. You should not consider the information as a comprehensive statement to be relied upon. All expressions
of opinion and predictions in this document are subject to change without notice.

Subject to any contrary provisions of applicable law, neither the companies, nor any of their affiliates, nor any of
the employees or directors of the companies and their affiliates, warrants or guarantees the accuracy of the
information contained in this document, nor accepts any responsibility arising out of or in connection with any
errors or omissions of the contents set out in this document.

Dividend is not guaranteed.

This document is the property of Principal Asset Management Company (Asia) Limited that no part of this
document may be modified, reproduced, transmitted, stored or distributed to any other person or incorporation in
any format for any purposes without Principal Asset Management Company (Asia) Limited’s prior written consent.
Source of this document is from Principal Asset Management Company (Asia) Limited.

This document has not been reviewed by the Securities and Futures Commission.

This document is issued by Principal Asset Management Company (Asia) Limited.
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