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The proliferation of China A-shares has afforded global investors
with hitherto unseen access to the country’s developing ESG
story.

Having previously been either completely inaccessible or available only through
more-generalised Asian vehicles, global investors now have the opportunity to kick
the tyres of China’s climate-positive companies, much in the same manner in which
they have been accustomed to in the West.

This is a unique and exciting opening for investors to scrutinise one of the world’s
leading contributors to clean energy production and decarbonisation and one which
has the full backing of its government, as President Xi Jinping has already pledged
to hit net zero by 2030 and carbon neutrality by 2060.

At the time of writing, China is already both the world’s largest solar products
manufacturer and solar power generator. Last year, China brought a record amount
of solar energy into operation and is currently forecast to do the same in 2023,
much of which will be exported to international buyers. Similarly, the nation has led
the way in the development of electric cars and batteries, with carmakers such as
BYD and Nio having already established themselves beyond China’s borders, most
pertinently within the European market.

With notable progress also being made within wind and hydro as well, it's clear that
China has a wealth of specialist clean energy companies that may be appealing to
international investors.
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But clearly, there is more to ESG than Environmental alone and it's perhaps the
Social and Governance aspects that may have traditionally given investors
pause. However, attitudes towards ESG principles have evolved greatly in recent
years and the Chinese government’s push toward carbon neutrality is closely
aligned with its social and economic policies.

Having endured a challenging recent period due to the global pandemic, China’s
leadership has recognised that its economic and indeed political development
hinges greatly upon addressing its environmental challenges, particularly energy
and pollution. As such, any development within this space moves with the
support of the incumbent government and policy is actively being reshaped to
accommodate the continued progress within this space.

From an international investment perspective, this is positive news but there
certainly remain some hurdles to overcome.

For example, investment houses in Europe may have extensive ESG criteria to
consider as part of their due diligence process. Where there is as yet no
international alignment concerning ESG requirements, it is possible, or even
likely, that a disparity between the criteria in Europe and China will emerge. And
this should be expected.

But the key benefit of accessing these companies directly via China A shares is
analysis and engagement. Much like in the West, prospective investors have the
facility to interact with these companies at an ESG level. This means that paired
with the government’s implicit desire to increase foreign investment in China,
there is now an opening for the international market to import its standards and
practices to Chinese companies. Much like in other economies, companies that
seek to match this engagement and align their ESG practices will be in a more
advantageous position than those that do not. It is quite simply in everyone’s
best interests to get on the same page.
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General Disclaimer
This material is for general information purposes only without regard to any particular user's investment objectives or financial
situation. It is educational in nature and should not be interpreted or constituted as an offer, solicitation or recommendation or advice
to buy or sell securities or pursue any particular investment strategy or investment product in any jurisdiction or country, nor is it a
commitment from Sumitomo Mitsui DS Asset Management Company, Limited or any of its subsidiaries (“SMDAM Group”) to
participate in any of the transactions mentioned herein. Any examples used are generic, hypothetical and for illustration purposes only.
No representation or promise as to the performance of funds or the return on any investment is made. Any forecasts, figures, opinions
or investment techniques and strategies set out are for information purposes only, and are based on certain assumptions and current
market conditions that are subject to change without prior notice.
The material is correct to the best of our knowledge at the date of issue and subject to change without notice. We do not guarantee its
accuracy, completeness, fairness or timeliness, and make no representations or warranties, express or implied, as to the accuracy or
completeness of the statements or any information contained therein and any liability for any error, inaccuracy or omission is
expressly disclaimed. This material does not contain sufficient information to support an investment decision and it should not be
relied upon by you in evaluating the merits of investing in any securities or products. Nothing in this material constitutes accounting,
legal, regulatory, tax or other advice.
It should be noted that investment involves risks, including the possible loss of the principal amount invested, and the value of your
investment may rise or fall. Past performance and yields are not necessarily indicative of current or future results.
This material is issued by the following entities:
In the European Economic Area, this product is not available, nor available to any EEA domiciled investors.
In Japan, by Sumitomo Mitsui DS Asset Management Company, Limited. It is for non-Japanese institutional investors only and is not
intended to offer or solicit investments, provide investment advice or service, or to be considered as disclosure documents under the
Financial Instruments and Exchange Law of Japan.
In the United Kingdom, by Sumitomo Mitsui DS Asset Management (UK) Limited. It constitutes a financial promotion for the purposes
of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is
directed at Guidance.
In Hong Kong, by Sumitomo Mitsui DS Asset Management (Hong Kong) Limited. The contents of this material has not been reviewed
by the Securities and Futures Commission.
In Singapore, by Sumitomo Mitsui DS Asset Management (Singapore) Ptd. Ltd. It is only for accredited investors and institutional
investors as defined in the Securities and Futures Act 2001 (“SFA”). You may wish to seek advice from an independent professional
and financial advice before investing in any investment, and if you choose not to seek such advice, you should consider carefully
whether the investment is suitable for you.
In the United States and Canada, by Sumitomo Mitsui DS Asset Management (USA) Inc. Some statements contained in this material
concerning goals, strategies, outlook or other nonhistorical matters may be forward-looking statements and are based on current
indicators and expectations. These forwardlooking statements or opinions of the author speak only as of the date on which they are
made, and the Company undertakes no obligation to update or revise any forward-looking statements. These forward-looking
statements are subject to risks and uncertainties that may cause actual results to differ materially from those contained in the
statements. The Company and/or its affiliates may or may not have a position in any financial instrument mentioned and may or may
not be actively trading in any such securities.
The organizations and/or financial instruments mentioned are for reference purposes only. The content of this material should not be
construed as a recommendation for their purchase or sale. Charts and graphs are provided for illustrative purposes only. This
document may not be copied, redistributed or reproduced in whole or in part without prior written approval from Sumitomo Mitsui DS
Asset Management (USA) Inc. The content of this document should not be interpreted as a solicitation for business and is intended as
background information for professional institutional investors only. Please contact us should you require further information. Both
Sumitomo Mitsui DS Asset Management Company, Limited and Sumitomo Mitsui DS Asset Management (USA) Inc. are registered as
investment advisory firms under the US Investment Advisor’s Act of 1940.
General Terms
The intellectual property and all rights of the benchmarks/indices belong to the publisher and the authorized entities/individuals. The
material itself or the contents of the material may not be copied, redistributed, reproduced or relied upon by any person, in whole or in
part, without prior written approval from SMDAM Group. All rights, titles and interests in this material and any content contained herein
are the exclusive properties of SMDAM Group, except as otherwise stated.
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