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As the global climate crisis aggravates, the low-carbon 

and net-zero transition has prevailed in the world’s real 

economy. In the common cause toward global climate 

goals, financial institutions and professionals around 

the world should play a key role in supporting the 

real economy’s low-carbon transition and sustainable 

development. Institutional investors can also play a part. 

They can catalyse climate action in the real economy 

by leveraging the stewardship strategy, conversing with 

portfolio investees, and overseeing and supporting high-

emitters’ low-carbon transition.

In 2022, the ESG Leaders Forum intensively researched 

and discussed around institutional investors’ engagement 

in corporates' low-carbon transition. The research and 

discussion aimed to explore asset owners’ and asset 

managers’ vital role in supervising and supporting 

investees’ low-carbon transition, especially in promoting 

low-carbon development for China’s real economy and 

catalysing the country’s climate action. The project 

team conducted in-depth interviews with a number of 

Chinese and international experts. From their opinions, 

the team extracted the concept, definition, and real 

values of institutional investors engaging in investees’ 

low-carbon transition, as well as institutional investors’ 

best practices. In addition, the team examined China’s 

policy framework, market, and the challenges and 

opportunities that institutional investors face in this area. 

Based on the analysis results, it provided suggestions 

and implementation paths to facilitate dialogue between 

institutional investors and their investees and support their 

efforts in achieving low-carbon transition and creating 

Institutional investors are important practitioners of 

sustainable investment and the backbone of the capital 

market. With a long-term commitment to sustainable 

investment with proactive engagements, they will unleash 

more potential from the financial services sector and 

catalyse the real economy’s low-carbon transition and 

climate action in the future.

As long and difficult as the journey may be, consistent 

action will get us there. We will continue to provide 

institutional investors with the platform for exchanges and 

economy grow sustainably.
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To effectively mitigate the numerous risks posed by 
the world’s growing climate-related challenges, high-
emitting companies in the real economy need to adopt 
more proactive measures to cut emission on top of their 

goals. As the provider of corporate capitals, institutional 
investors are uniquely positioned to shape and transform 
corporate behaviours. They possess the strength and will 

companies in their portfolios, thereby catalysing the real 
economy’s actions to climate change and contributing 
to the attainment of global climate goals. This process is 
defined in this report as institutional investors engaging 
in corporates' low-carbon transition, which represents the 
approach for institutional investors to fulfil their fiduciary 
duty and safeguard the long-term value of clients’ assets.

With the strengthening global responses and actions 
to combat climate change in recent years, institutional 
investors have grown more concerned than ever about 
the climate- and environment-related risks of their 
portfolio companies. They place a higher value on the 

created by their investment preferences and behaviours. 
In this regard, institutional investors have widely adopted 
and promoted stewardship and investor engagement 
strategies that focus on urging and supporting portfolio 
companies to address climate-related risks and achieve a 
low-carbon transition. An increasing number of successful 
case studies have emerged in both the international and 
Chinese markets. The extensive experience and the 
momentum of these practitioners are worth exploring and 
learning from in depth. 

This report analyses the global trend of institutional 
investors engaging in corporates' low-carbon transition 
and summarises best practices that may give reference 
to other institutional investors. The analysis is based on 
interviews with several leading Chinese and international 
institutional investor representatives in sustainable 
investment and climate action, as well as a review of 
successful examples of engagement practice worldwide. 
Additionally, the report discusses China’s development 

base and status in this area, as well as the opportunities 
and challenges that institutional investors face in the 
Chinese market. The emerging stewardship and related 
concepts in China have enormous prospects and potential 
to be tapped and explored by institutional investors. 
Institutional investors with an eye on the Chinese market 
should leverage their zeal and stewardship potential and 

assessment of the content above.

Based on this, the second part of this report offers 
recommendations and implementation approaches to help 
those China-focused institutional investors make better 
use of investor engagement as a powerful tool to promote 
low-carbon development and net-zero transition for 
corporates in China, as well as to support China’s goals of 

intensive external engagement and internal foundation 
enhancement, institutional investors should play an active 
role in catalysing China’s real economy’s low-carbon 
development and actions to combat climate change. 
They should focus on developing and enhancing two core 
strengths: the strength to engage in low-carbon transition 
and the fundamental strength of stewardship.

In terms of developing and strengthening the 
capability of engaging in low-carbon transition,this 
report summarises the process and key tasks of 
institutional investors involved in engaging to promote low-
carbon transition of corporates in China. It highlights the 
critical aspects of institutional investors engaging in key 
corporates’ low-carbon transitions in related industries 
and serves as a reference for institutional investors to 
engage more intensively and efficiently in promoting 
low-carbon transition in China. Additionally, taking 
petrochemicals and cement as examples, this report 
summarises the industries’ carbon emissions status, 
national goals and policies related to the low-carbon 
transition of these industries, the low-carbon transition 
pathways of corporates in these industries and KPIs in 
measuring their transition progress. This report provides 
reference and guidance for institutional investors to 

engage to promote low-carbon transition of high-emitting 
companies in China, with practical examples of successful 
engagement in relevant corporates’ low-carbon transition. 
In terms of nurturing and enhancing the fundamental 
strength of stewardship, this report recommends that 
institutional investors evaluate their maturity in terms of 
establishing a robust stewardship system, developing 
proactive stewardship awareness, and strengthening 
their sustainability influence. They should assess their 
fundamental stewardship capabilities to engage in low-
carbon transition intensively and efficiently. To that end, 
this report makes the following four recommendations to 
institutional investors:

Recommendat ion  1 .  Deve lop  a  s tewardsh ip 
governance structure and clarify related internal 
policies to ensure internal information sharing and 
enhance external information disclosure. Regarding 
the governance structure, institutional investors should 
develop an effective internal stewardship governance 
structure, with well-defined stewardship responsibilities 
and functions from the top to the bottom for conducting 
stewardship activities. Regarding the internal policies, 
stewardship policies on investor engagement and 
voting should be developed to standardise internal 
stewardship governance and its relevant decision-making 
processes, while identifying and managing potential 
conflict of interests. Regarding information disclosure, 
the precondition is to ensure internal data sharing. The 
progress of stewardship practices should be disclosed 
to the public regularly and proactively according to 
applicable policies issued by domestic regulators, relevant 
government departments, and associations, with reference 
to international stewardship reporting and disclosure 
standards.

Recommendation 2. Enhance the capability of ESG 
investment research, climate-related risk management, 
and stewardship, and create a tripartite support and 
synergy mechanism of ‘ESG investment research 
+ fundamental investment research + low-carbon 
transition stewardship’. The first step is to continually 
improve ESG investment research capabilities while also 

improving climate-related risk management capabilities. 
The second step is to allocate resources to stewardship, 
create a professional stewardship workforce, and develop 
overall professional stewardship capabilities. The third 
step is to integrate ESG investment research, fundamental 
investment research, and stewardship while constantly 
strengthening and improving expertise in these areas.

Recommendation 3. Adopt a stewardship approach 
that combines engagement and voting. Incorporate 
into voting guidelines the corporate practices in 
responding to climate change. Speed up corporates 
low-carbon transition' by actively exercising voting 
rights. In addition to engaging in intensive dialogue 
with portfolio companies on core issues such as climate 
change and low-carbon transition, institutional investors 
should take the initiative to improve their voting policy 
and guidelines to include the consideration of portfolio 
companies’ practices in climate actions and low-carbon 
transition. Institutional investors should integrate internal 
and external opinions for key motions on corporate 
responses to climate change and low-carbon transition at 
general meetings of shareholders. They should conduct a 
comprehensive study before finalising a voting decision, 
and actively participate in and vote at the general meeting 
of shareholders.

Recommendation 4. Strengthen external exchanges 
and  co l labora t ion  and  launch co l labora t ive 
engagements to progress corporate transition and 
industry changes concertedly. First, Chinese and 
international institutional investors should leverage their 
respective strengths, learn from each other, and engage 
in ‘many-on-one’ dialogue with selected key corporates 
to accelerate their decarbonisation efforts. Second, 
institutional investors can join and support international 
and local investor initiatives, platforms, or alliances 
focusing on climate change and low-carbon transition, and 
participate in more organised and extensive collaborative 
engagements activities.

EXECUTIVE  SUMMARY
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