
Highlights 
 
+  Invesco Fixed Income expects responsible investing to accelerate in China in 2021.

+  Recent developments have encouraged Chinese issuers and investors to adopt social investing      
     principles, including growing Chinese government support, large-scale green financing needs, and  
     evidence that ESG-related investments have performed well relative to non-ESG investments.

+  Europe and the US have been early adopters of ESG principles, but we expect Asia, and especially China,  
     to gain ground in the coming year. 

Responsible investment has taken center stage in the global investing and finance arena after years of 
evolution. The number of global investor signatories to the United Nations Principles for Responsible 
Investment (UN PRI)1 topped 3000 in 2020, up from 63 in 2006 (Figure 1). Total assets under 
management represented by the signatories exceeded USD100 trillion in 2020 (Figure 1). We expect 
responsible investment to grow exponentially in the next few years, reshaping the landscape of the global 
financial industry. Europe and the US currently play leading roles, but we believe 2021 will be an important 
year for environmental, social, and governance (ESG)  adoption in Asia, especially in China.

Figure 1: Significant progress in terms of AUM and number of signatories to UN PRI

Source: UN PRI Association (unpri.org). Data from March 31, 2006, to March 31, 2020.

In this article, we take a detailed look at the top-down drivers of growth in ESG adoption in China and their 
potential impact in the coming year. 
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1  The UN PRI is the world’s leading proponent of responsible investment. The UN PRI developed six principles of responsible 
investment – a voluntary and aspirational set of investment principles that offer a menu of possible actions for incorporating 
ESG issues into investment practice. Signatories of the UN PRI agree to the set of principles and aim to incorporate ESG factors 
into their investment and ownership decisions.
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Key themes for 2021 
 
We have identified three key themes likely to drive momentum in responsible investing in China in 2021:

 1. Chinese government and regulator-led efforts will likely gain traction among fixed income 
issuers and investors. 
An estimated USD100 trillion2 of climate-compatible infrastructure investment is required globally 
between now and 2030 to meet Paris Agreement greenhouse gas emission reduction targets. A large 
portion of these investments will likely take place in Asia and in China, in particular. We expect 2021 to be 
an important year in this effort. According to Governor Yi Gang of the People’s Bank of China (PBoC), the 
value of China’s onshore green lending and green bond issuance reached record levels in the third quarter 
of 2020, totaling RMB11.6 trillion3 (USD1.8 trillion) and RMB1.2 trillion4 (USD186 billion), respectively. 

Chairman Xi Jinping set a key milestone in September 2020 when he announced China’s objective to meet 
stricter greenhouse gas emission standards by 2030 and intentions to achieve a zero-carbon economy by 
2060. This is the first time the Chinese central government has committed to a zero-carbon target. PBoC 
Governor Yi Gang later stated that China would work to enhance its green finance standards and explore 
the introduction of mandatory reporting of environmental risks by financial institutions. 

These announcements coincided with the government’s mid-year announcement of its economic stimulus 
package to combat the COVID-19 crisis. It emphasized advancing the adoption of green technology and 
upgrading urban infrastructure to mitigate the risks of pollutants and contaminants to the general public. 
Chinese regulators also set a goal for mandatory ESG disclosure by listed companies by the end of 2020, 
now expected to be 2021 due to the pandemic. 

These are major steps toward the development of ESG principles in China and the building of a green 
financial and clean energy system, especially since China’s state-owned enterprises and central planning 
play a significant role in the nation’s economic and financial activities. These PBoC and regulator-led 
efforts could narrow the gap that currently exists between Chinese domestic and international ESG 
reporting standards, which could attract international ESG investors.

2. Total ESG investment and financing will likely continue to set records globally. The issuance of 
green bonds will likely overtake the social bond issuance that took place following the impact of 
COVID-19 in Asia.  
The value of global assets that apply ESG data to drive investment decisions has almost doubled over the last 
four years to USD40.5 trillion in 2020, according to research firm Optimas.4 Morningstar has reported that 
sustainable funds broke records in Europe, the US, and Asia in the first nine months of 2020 (defined as ESG 
integration, impact, and sustainable-oriented funds) in terms of net inflows and total assets under 
management. Europe and the US attracted USD61.6 billion5 and USD30.7 billion6 in inflows, respectively, 
reaching USD1 trillion and USD179.1 billion in net assets (Figure 2). In terms of ESG bond issuance (green, 
social, sustainable, and sustainability-linked securities), the European, US, and Asian markets issued USD254 
billion, USD79 billion, and USD77.2 billion, respectively (Figure 3), breaking records in their corresponding 
regions. These figures demonstrate a strong and consistent global trend in ESG asset growth and the 
potential for Asian nations, especially China, which is the largest ESG bond issuer in the region, to catch up 
with global leaders. 

Figure 2: Europe trounced the world in sustainable fund management in 2020

Source: Morningstar Direct. Data as of Sept. 30, 2020.

2  Source: Climate Bonds Initiative and Syntao 
Green Finance “China’s Green Bond Issuance and 
Investment Opportunity Report,” October 2020.

3  Source: Reuters, “China to improve green 
finance standards to support carbon neutrality 
goal,” December 2020.

4  Source: Optimas, “ESG Data Integration by 
Asset Managers: Targeting Alpha, Fiduciary Duty 
& Portfolio Risk Analysis,” June 2020.

5  Source: Bloomberg Green, “U.S. falls further 
behind Europe in fast-growing ESG market,” 
December 2020.
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Figure 3: ESG bond issuance in Europe far outpaced US sales in 2020
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Sources: Bloomberg L.P., and Morningstar. Data from Jan. 1, 2016, to Dec. 1, 2020.

In 2020, Asia saw a pause in green bond issuance, largely due to the shift toward social bond issuance, as 
many countries issued social bonds to finance COVID-19 containment. We expect the decline of green 
bond issuance to reverse in 2021 as environmental issues and goals return to the forefront of long-term 
societal objectives. The sustainable investment think tank, Climate Bonds Initiative, expects China to 
require RMB3 trillion to RMB4 trillion6 (USD462 billion to USD620 billion) in green investment annually by 
2030.  Over the longer term, we expect China to play a leading role in green financing, especially 
considering the government’s commitment to carbon neutrality and clean energy in the coming decades. 

Figure 4: Green bond issuance in Europe was 164% higher than in US in 2020
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Figure 5: Green issuance in Asia was overshadowed by social bonds in 2020
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6  Sources: Climate Bonds Initiative and Syntao 
Green Finance, “China’s Green Bond Issuance 
and Investment Opportunity Report,” October 
2020.
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3. ESG investments will likely be more resilient than, or outperform, non-ESG investments in 2021,
based on empirical research. 
In a 2020 study, Invesco Fixed Income found that Asian green bonds outperformed the BofA Asian Corporate 
Bond Index by 120 basis points during the four-month window surrounding the March 2020 market sell-off.7  
The general outperformance of green bonds globally has been studied by numerous other institutions as 
well. The Climate Bond Initiative, which published a quarterly study on green bond markets as early as 2016, 
found a general green bond premium across corporate bonds denominated in different currencies. A study by 
MSCI looked at corporate bond data from January 2014 to July 2020 and concluded that companies highly 
rated for ESG factors outperformed companies with low ESG ratings.8

The outperformance of ESG-themed investments is broad-based and not limited to fixed income investments. 
ESG equity funds have generally outperformed in the Chinese domestic market, for example. The Ping An 
Insurance Group found that the annualized returns of ESG and pan-ESG concept equity funds were 47.1% 
and 56.4%, respectively, both outperforming the average return of 42.2% for overall equity funds.9  In the 
past 12 months, the MSCI China Environment Index rose 109%,10 driven by its holdings of electric vehicle 
makers. 

We believe the growing empirical evidence of past outperformance of green bond and ESG-based 
investments will motivate investors to focus greater attention on responsible and ESG-themed 
investments. PricewaterhouseCoopers has suggested that ESG investment is likely to be the most 
significant development in money management since the creation of the ETF two decades ago. It forecasts 
that ESG will reshape finance and make up 41%-57% 11 of total managed investments by 2025. Given 
Asia’s potential to catch up to global peers, we believe ESG investing and finance will present a particular 
opportunity in Asia, and especially China.

Conclusion 
We expect the trend toward responsible and ESG investment to accelerate globally, especially in China, 
over the next five to 10 years due in part to the world’s large-scale green financing requirements and a 
growing investor base and awareness. A high growth phase of responsible and ESG investment in China will 
likely be fueled by Chinese government policy support, substantial green financing requirements and the 
growing empirical evidence that ESG investments may be more resilient than and potentially outperform 
non-ESG investments.  

7  Source: Invesco, “Asian green bonds may offer 
resilience in volatile markets, Maynard Xu, June 
2020.

8  Source: MSCI, “Here are MSCI’s 5 ESG trends to 
watch in 2021,” January 2021.

9  Source: Ping An Research, “ESG investing 
showing dramatic growth in China in 2020, 
outperforming market average,” December 
2020.

10  Source: Bloomberg L.P., MSCI China IMI 
Environment 10/40 Net Return USD Index. Data 
from Nov. 3, 2020, to Nov. 3, 2021.

11  Source: PwC, “Asset and wealth management 
revolution: The power to reshape the future,” 
2020.
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Investment risks 
The value of investments and any income will fluctuate (this may partly be the result of exchange rate 
fluctuations) and investors may not get back the full amount invested. Past performance is not a guide to 
future returns. 
When investing in less developed countries, you should be prepared to accept significantly large 
fluctuations in value.
Investment in certain securities listed in China can involve significant regulatory constraints that may affect 
liquidity and/or investment performance

Important information 
This document is for Qualified Investors in Switzerland, Professional Clients only in Dubai, Jersey, 
Guernsey, Isle of Man, Ireland, Continental Europe (as defined below) and the UK; for Institutional 
Investors only in the United States and Australia; in New Zealand for wholesale investors (as defined 
in the Financial Markets Conduct Act); for Professional Investors in Hong Kong; for Qualified 
Institutional Investors in Japan; in Taiwan for Qualified Institutions/Sophisticated Investors; in 
Singapore for Institutional/Accredited Investors; for Qualified Institutional Investors and/or certain 
specific institutional investors in Thailand; in Canada, this document is restricted to Accredited 
Investors as defined under National Instrument 45-106. It is not intended for and should not be 
distributed to, or relied upon by, the public or retail investors. Please do not redistribute this 
document. 

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland, 
France, Germany, Greece, Italy, Luxembourg, Netherlands, Norway, Portugal, Spain and Sweden. This 
does not constitute a recommendation of any investment strategy or product for a particular investor. 
Investors should consult a financial professional before making any investment decisions. 

       This overview contains general information only and does not take into account individual objectives, 
taxation position or financial needs. Nor does this constitute a recommendation of the suitability of any 
investment strategy or product for a particular investor. Investors should consult a financial professional 
before making any investment decisions. It is not an offer to buy or sell or a solicitation of an offer to buy or 
sell any security or instrument or to participate in any trading strategy to any person in any jurisdiction in 
which such an offer or solicitation is not authorized or to any person to whom it would be unlawful to 
market such an offer or solicitation. It does not form part of any prospectus. While great care has been 
taken to ensure that the information contained herein is accurate, no responsibility can be accepted for any 
errors, mistakes or omissions or for any action taken in reliance thereon. 

       The opinions expressed are that of Invesco Fixed Income and may differ from the opinions of other 
Invesco investment professionals. Opinions are based upon current market conditions, and are subject to 
change without notice. 

       As with all investments, there are associated inherent risks. Please obtain and review all financial 
material carefully before investing. Asset management services are provided by Invesco in accordance with 
appropriate local legislation and regulations. 

       This material may contain statements that are not purely historical in nature but are “forward-looking 
statements.” These include, among other things, projections, forecasts, estimates of income, yield or 
return or future performance targets. These forward-looking statements are based upon certain 
assumptions, some of which are described herein. Actual events are difficult to predict and may 
substantially differ from those assumed. All forward-looking statements included herein are based on 
information available on the date hereof and Invesco assumes no duty to update any forward-looking 
statement. Accordingly, there can be no assurance that estimated returns or projections can be realized, 
that forward-looking statements will materialize or that actual returns or results will not be materially 
lower than those presented. 

       By accepting this document, you consent to communicate with us in English, unless you inform us 
otherwise. All information is sourced from Invesco, unless otherwise stated. 

     All data as of March 10, 2021, unless otherwise stated. All data is USD, unless otherwise stated. 

Restrictions on distribution

Australia  
This document has been prepared only for those persons to whom Invesco has provided it. It should not be 
relied upon by anyone else. Information contained in this document may not have been prepared or 
tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You 
may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco. The 
information in this document has been prepared without taking into account any investor’s investment 
objectives, financial situation or particular needs. Before acting on the information the investor should 
consider its appropriateness having regard to their investment objectives, financial situation and needs. 

You should note that this information: 
— may contain references to dollar amounts which are not Australian dollars;  
— may contain financial information which is not prepared in accordance with Australian law or practices; 
— may not address risks associated with investment in foreign currency denominated investments; and 
— does not address Australian tax issues.
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Issued in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, 
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services License number 239916. 

Canada  
This document is restricted to accredited investors as defined under National Instrument 45-106. All 
material presented is compiled from sources believed to be reliable and current, but accuracy cannot be 
guaranteed. This is not to be construed as an offer to buy or sell any financial instruments and should not 
be relied upon as the sole factor in an investment making decision. As with all investments there are 
associated inherent risks. Please obtain and review all financial material carefully before investing. Issued 
in Canada by Invesco Canada Ltd., 5140 Yonge Street, Suite 800, Toronto, Ontario, M2N 6X7. 

Further information is available using the contact details shown: 
- Issued in Belgium, Denmark, Finland, France, Greece, Italy, Netherlands, Spain, Sweden, 
Luxembourg, Norway and Portugal by Invesco Management S.A., President Building, 37A Avenue JF 
Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, 
Luxembourg.
- Issued in Dubai by Invesco Asset Management Limited. PO Box 506599, DIFC Precinct Building No 4, 
Level 3, Office 305, Dubai, UAE. Regulated by the Dubai Financial Services Authority.
- Issued in Austria and Germany by Invesco Asset Management Deutschland GmbH, An der Welle 5, 
60322 Frankfurt am Main, Germany. 
- Issued in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, 
Switzerland.
- Issued in Ireland, the Isle of Man, Jersey, Guernsey and the United Kingdom by Invesco Asset 
Management Limited which is authorised and regulated by the Financial Conduct Authority. Invesco Asset 
Management Ltd, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG9 1HH, UK.

Japan  
This document is only intended for use with Qualified Institutional Investors in Japan. It is not intended for 
and should not be distributed to, or relied upon, by members of the public or retail investors. Issued in 
Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, 
Minato-ku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local Finance Bureau 
(Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan Investment Advisers 
Association.

New Zealand 
This document is issued in New Zealand only to wholesale investors (as defined in the Financial Markets 
Conduct Act). This document has been prepared only for those persons to whom it has been provided by 
Invesco. Information contained in this document may not have been prepared or tailored for a New 
Zealand audience. This document does not constitute and should not be construed as an offer of, 
invitation or proposal to make an offer for, recommendation to apply for, an opinion or guidance on 
Interests to members of the public in New Zealand. Any requests for information from persons who are 
members of the public in New Zealand will not be accepted. Issued in New Zealand by Invesco Australia 
Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, Australia, which 
holds an Australian Financial Services Licence number 239916.

United States  
Issued in the United States by Invesco Advisers, Inc., Two Peachtree Pointe, 1555 Peachtree Street, N.E., 
Suite 1800, Atlanta, Georgia, 30309. 

APAC
This document has been prepared only for those persons to whom Invesco has provided it for 
informational purposes only. This document is not an offering of a financial product and is not intended 
for and should not be distributed to retail clients who are resident in jurisdiction where its distribution is 
not authorized or is unlawful.. Circulation, disclosure, or dissemination of all or any part of this document 
to any person without the consent of Invesco is prohibited. 

This document may contain statements that are not purely historical in nature but are "forward-looking 
statements," which are based on certain assumptions of future events. Forward-looking statements are 
based on information available on the date hereof, and Invesco does not assume any duty to update any 
forward-looking statement. Actual events may differ from those assumed. There can be no assurance 
that forward-looking statements, including any projected returns, will materialize or that actual market 
conditions and/or performance results will not be materially different or worse than those presented. 

The information in this document has been prepared without taking into account any investor’s 
investment objectives, financial situation or particular needs.  Before acting on the information the 
investor should consider its appropriateness having regard to their investment objectives, financial 
situation and needs.
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You should note that this information:
 may contain references to amounts which are not in local currencies;
 may contain financial information which is not prepared in accordance with the laws or practices of 

your country of residence;
 may not address risks associated with investment in foreign currency denominated investments; 

and
 does not address local tax issues.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot 
be guaranteed. Investment involves risk. Please review all financial material carefully before investing. 
The opinions expressed are based on current market conditions and are subject to change without notice. 
These opinions may differ from those of other Invesco investment professionals. 

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons 
into whose possession this marketing material may come are required to inform themselves about and to 
comply with any relevant restrictions. This does not constitute an offer or solicitation by anyone in any 
jurisdiction in which such an offer is not authorised or to any person to whom it is unlawful to make such 
an offer or solicitation. 
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