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Introduction

The HSBC GIF Global Lower Carbon Bond and HSBC GIF Global Lower Carbon Equity funds were launched in 

September 2017. The funds target a lower portfolio carbon footprint than their reference benchmarks by 

reducing total exposure to securities with the highest greenhouse gas (GHG) emissions. Carbon intensity is a 

key input for portfolio construction and is also used to report carbon intensity of the fund relative to the 

benchmark. 

This document sets out the carbon footprint metrics, data and methods used in these funds. While we use the 

approach recommended by the Financial Stability Board (FSB)-backed Taskforce on Climate-Related Financial 

Disclosures (TCFD), we intend to review our approach periodically to ensure it continues to draw on the best 

available data and methods. 

1. Carbon metric

The Financial Stability Board (FSB)-backed Taskforce on Climate-Related Financial Disclosures (TCFD) issued 

voluntary recommendations for consistent climate-related financial risk disclosures in June 2017. While the 

challenges and limitations of current carbon footprinting metrics are acknowledged, the Task Force, 

nevertheless, views the reporting of weighted average carbon intensity as a first step and encourages asset 

owners and asset managers to report using this metric. We have therefore selected the metric recommended by 

the Task Force1. 

This metric illustrates the carbon intensity or carbon efficiency by an issuer as it measures the amount of annual 

carbon emitted per $1 m revenue generated annually.  The normalisation of annual revenue ensures that this 

metric can be used to compare companies’ carbon performance across countries, sectors and market size. We 

recognise that this approach means the metric is sensitive to changes in revenue and FX rates. 

We note that the metric covers scope 1 (direct operational emissions) and scope 2 (purchased electricity, steam 

or heat) GHG emissions only. While for some sectors and companies scope 3 emissions, such as those 

resulting from a company’s product or supply chain not owned or controlled by the company, are significant, this 

data is also more variable in terms of accuracy and consistency2.
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1. Source: Recommendations of the Task Force on Climate-related Financial Disclosures, June 2017

2. Source:  World Business council for Sustainable Development/World Resources Institute. For further information and full definitions see  World Business council for Sustainable

Development/World Resources Institute GHG Protocol Corporate Accounting and Reporting Standard (2015), and  http://www.ghgprotocol.org/standards/scope-3-standard

Weighted

Average 

Carbon 

Intensity

Description Portfolio’s exposure to carbon-intensive companies, expressed in tons CO2e/$M 

revenue. Metric recommended by the Task Force.

Formula

Methodology Unlike the next three metrics, Scope 1 and Scope 2 GHG emissions are allocated 

based on portfolio weights (the current value of the investment relative to the 

current portfolio value), rather than the equity ownership approach (as described 

under methodology for Total Carbon Emissions). Gross values should be used.
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2. Carbon data sources

The availability of good quality carbon data is a well-known challenge. While in a number of jurisdictions there 

are specific GHG reporting requirements, for certain countries, sectors and smaller cap companies, data is less 

available. There are now a variety of carbon data providers, each with different approaches to estimating the 

data gaps and providing differing coverage. 

We use a number of leading data providers including Bloomberg (using CDP data), ISS-Ethix Climate Solutions 

(previously South Pole carbon), FTSE Russell, and S&P Trucost. We have a primary data provider and utilise 

the other providers where gaps exist and for comparison purposes. This carbon data is used in the investment 

processes on a relative basis, looking at carbon intensities within sectors, as well as on an absolute basis.

For country level carbon footprinting we use UNFCCC (UN Framework Convention on Climate Change) 

National Inventory Submissions3 (covers 40 countries) and Carbon Dioxide Information Analysis Centre 

(CDIAC)4 available via the Global Carbon Atlas portal5. 

3. Asset class level carbon footprinting methodology

Data quality and availability differs between and within asset classes. Here we outline our approach to carbon 

footprinting, including key data sources and how we address gaps in data for each asset class. 

3.1. Public equities

We are able to source data that covers 100% of the universe (MSCI World) for the HSBC GIF Global Lower 

Carbon Equity Fund. The majority is directly disclosed by the company in public filings or via CDP (77% by 

market value; 63% by number of companies) with the balance estimated by the data provider(s).

We use the most up to date data available, which will mean that reporting periods will not all be aligned but we 

have chosen to use the timeliest data available. 

3.2. Corporate bonds

Historically, carbon data has primarily been used for the analysis of equity securities and the data provided is 

therefore linked to an equity stock line and identifier. Coverage is less complete for corporate bonds and an 

additional step is required to map data to the relevant bond issuer entity. We apply the carbon footprint of the 

parent entity to all bond issues, whether issued at the parent level or below following Bloomberg company 

taxonomy. 

Within the universe of the HSBC GIF Global Lower Carbon Bond Fund, 69% of corporate bonds by issuer, 

representing 91% by market value have carbon data. While many private companies such as Rabobank have 

completed a CDP survey and hence have public carbon emission data, many non-listed companies do not have 

data. The Fund will only invest in corporate bonds where a carbon footprint is available or can reasonably be 

calculated from other source data. For the purposes of calculating the benchmark carbon intensity, to allow for 

comparison and reporting of footprint relative to the fund only, we will assume the average of the sector for 

companies without carbon data6. We expect data coverage for corporate bonds to improve, in part driven by the 

TCFD recommendations which explicitly reference public debt, as well as public equity issuers. 
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3. http://unfccc.int/national_reports/annex_i_ghg_inventories/national_inventories_submissions/items/9492.php

4. CDIAC: Boden, TA, Andres RJ, and Marland, G 2016. Global, Regional, and National Fossil-Fuel CO2 Emissions. Carbon Dioxide Information Analysis Center (CDIAC), Oak Ridge 

National Laboratory, US Department of Energy, Oak Ridge, Tenn., USA DOI:10.3334/CDIAC/00001_V2016. Available at: http://cdiac.ornl.gov/trends/emis/meth_reg.html

5. http://www.globalcarbonatlas.org/en/CO2-emissions

6. Based on L3 Barclays sector definitions

http://www.globalcarbonatlas.org/en/CO2-emissions
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3.3. Off-benchmark investments

We take the following approach for off-benchmark bonds:

 Asset-Backed Securities (ABS) - not currently eligible as the instruments often lack sufficient transparency 

and disclosure to calculate the carbon intensity of underlying assets.

 Credit index products (such as CDX and iTRAXX) - a look-through calculation to the composition of the 

underlying index and the associated bonds is used to produce a weighted –average carbon intensity.

 Green bonds – carbon intensity is taken as zero, rather than net positive. We select only green bonds that are 

accredited by an authorised counterparty7 with a 2nd party opinion and associated reporting of use of 

proceeds. 

 High yield bonds - treated the same as other corporate bonds i.e. they are only eligible for investment where 

the carbon footprint is available or can reasonably be calculated.

Cash holdings, used for short term risk management and liquidity purposes, are given a carbon footprint of zero. 

3.4. Sovereign bonds

We use the sovereign bond methodology defined by the Global Footprint Network and South Pole Group in their 

report entitled “Carbon Disclosure and Climate Risks in Sovereign Bonds”8 published in December 2016.

This methodology calculates carbon emissions of a country normalised by the “revenue generation” of the 

country, taken as the country’s GDP in USD.

This measure can be taken to represent the carbon-intensity or efficiency of countries. Countries with a high 

carbon intensity, regardless of their level of debt outstanding, can be considered to be exposed to greater risks 

related to the impacts and costs from the transition to a carbon-constrained economy. Carbon emissions are 

calculated on the basis of country energy production data rather than energy consumption data as we generally 

consider governments to have greater policy influence over production compared to consumption. 

As highlighted above, we use UNFCCC National Inventory Submissions9 and Carbon Dioxide Information 

Analysis Centre (CDIAC)10 available via the Global Carbon Atlas portal11 for country level emissions. GDP data 

is taken from The World Bank12 quoted in current USD. We note there is frequently a time lag of at least 12 

months for this data to be published, however we anticipate this improving as UNFCCC monitor country 

progress in achieving their Nationally Determined Contributions as part of the Paris Agreement. Coverage for 

sovereign bonds based on this approach is 100%. 
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7. Acceptable list of 2nd party and 3rd party green bond  independent bodies is defined in the investment approval process 

8. www.footprintnetwork.org/content/documents/2016-Carbon_Sovereign_Bonds.pdf

9. http://unfccc.int/national_reports/annex_i_ghg_inventories/national_inventories_submissions/items/9492.php

10. CDIAC: Boden, TA, Andres RJ, and Marland, G 2016. Global, Regional, and National Fossil-Fuel CO2 Emissions. Carbon Dioxide Information Analysis Center (CDIAC), Oak Ridge

National Laboratory, US Department of Energy, Oak Ridge, Tenn., USA DOI:10.3334/CDIAC/00001_V2016. Available at: http://cdiac.ornl.gov/trends/emis/meth_reg.html

11. http://www.globalcarbonatlas.org/en/CO2-emissions

12. https://data.worldbank.org/indicator/NY.GDP.MKTP.CD
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𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑊𝑒𝑖𝑔ℎ𝑡𝑖 ×
𝐼𝑠𝑠𝑢𝑖𝑛𝑔 𝑐𝑜𝑢𝑛𝑡𝑟𝑦′𝑠 𝑒𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑠𝑖

𝐼𝑠𝑠𝑢𝑖𝑛𝑔 𝑐𝑜𝑢𝑛𝑡𝑟𝑦′𝑠 𝐺𝐷𝑃 𝑜𝑟 𝑉𝑎𝑙𝑢𝑒 𝐴𝑑𝑑𝑒𝑑𝑖
=
𝑪𝒂𝒓𝒃𝒐𝒏 𝒊𝒏𝒕𝒆𝒏𝒔𝒊𝒕𝒚 𝒊𝒏 𝒕𝒐𝒏𝒏𝒆𝒔 𝑪𝑶2
𝑼𝑺𝑫𝒎𝒍𝒏 𝑮𝑫𝑷 𝒐𝒓 𝑽𝒂𝒍𝒖𝒆 𝑨𝒅𝒅𝒆𝒅

http://www.footprintnetwork.org/content/documents/2016-Carbon_Sovereign_Bonds.pdf
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HSBC GIF Global Lower Carbon Funds Risk warnings

What are some of the risks when investing in the Fund?

HSBC GIF Global Lower Carbon Bond Fund

The value of investments and any income from them can go down as well as up and investors may 
not get back the amount originally invested

Emerging markets fixed income risk: emerging economies typically exhibit higher levels of investment risk. 
Markets are not always well regulated or efficient and investments can be affected by reduced liquidity, a 
measure of how easily an investment can be converted to cash without a loss of capital, and a higher risk of 
debt securities failing to meet their repayment obligations, known as default.

Exchange rate risk: investing in assets denominated in a currency other than that of the investor’s own 
currency perspective exposes the value of the investment to exchange rate fluctuations.

Operational risk:  the main risks are related to systems and process failures. Investment processes are 
overseen by independent risk functions which are subject to independent audit and supervised by regulators.

Derivatives risk: the value of derivative contracts is dependent upon the performance of an underlying asset. 
A small movement in the value of the underlying can cause a large movement in the value of the derivative. 
Unlike exchange traded derivatives, over-the-counter (OTC) derivatives have credit risk associated with the 
counterparty or institution facilitating the trade.

Liquidity risk: liquidity is a measure of how easily an investment can be converted to cash without a loss of 
capital and/or income in the process. The value of assets may be significantly impacted by liquidity risk during 
adverse market conditions.

Asset backed securities (ABS) risk: ABS are typically constructed from pools of assets (e.g. mortgages) that 
individually have an option for early settlement or extension, and have potential for default. Cash flow terms of 
the ABS may change and significantly impact both the value and liquidity of the contract.

Contingent Convertible Security (CoCo)Risk: Hybrid capital securities that absorb losses when the capital 
of the issuer falls below a certain level. Under certain circumstances CoCos can be converted into shares of 
the issuing company, potentially at a discounted price, or the principal amount invested may be lost.

HSBC GIF Global Lower Carbon Equity Fund

The value of investments and any income from them can go down as well as up and investors may 
not get back the amount originally invested

Exchange rate risk : investing in assets denominated in a currency other than that of the investor’s own 
currency perspective exposes the value of the investment to exchange rate fluctuations.

Currency risk: the fund’s reference currency is US Dollar and the fund will normally invest in US Dollar 
denominated securities; however the fund may also have non-US Dollar exposure then fluctuations in the 
exchange rates of these foreign currencies may affect the income and value of investments.

Operational risk: the main risks are related to systems and process failures. Investment processes are 
overseen by independent risk functions which are subject to independent audit and supervised by regulators.

Derivatives risk: the value of derivative contracts is dependent upon the performance of an underlying asset. 
A small movement in the value of the underlying can cause a large movement in the value of the derivative. 
Unlike exchange traded derivatives, over-the-counter (OTC) derivatives have credit risk associated with the 
counterparty or institution facilitating the trade.
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HSBC GIF Global Lower Carbon Funds Important Information

Important Information

For Professional Clients only and should not be distributed to or relied upon by Retail Clients. 

The contents are confidential and may not be reproduced or further distributed to any person or entity, whether 
in whole or in part, for any purpose. The material contained herein is for information only and does not 
constitute investment advice or a recommendation to any reader of this material to buy or sell investments. 

This document is not intended for distribution to or use by any person or entity in any jurisdiction or country 
where such distribution or use would be contrary to law or regulation. This document is not and should not be 
construed as an offer to sell or the solicitation of an offer to purchase or subscribe to any investment.

The document is based on information obtained from sources believed to be reliable but which have not been 
independently verified. HSBC Global Asset Management (UK) Limited and HSBC Group accept no 
responsibility as to its accuracy or completeness. Care has been taken to ensure the accuracy of this 
document but HSBC Global Asset Management (UK) Limited accepts no responsibility for any errors or 
omissions contained therein

This document is intended for discussion only and shall not be capable of creating any contractual or other 
legal obligations on the part of HSBC Global Asset Management (UK) Limited or any other HSBC Group 
company. This document and any issues or disputes arising out of or in connection with it (whether such 
disputes are contractual or non-contractual in nature, such as claims in tort, for breach of statute or regulation 
or otherwise) shall be governed by and construed in accordance with English law.

Any views expressed were held at the time of preparation and are subject to change without notice. 

The HSBC GIF Global Lower Carbon Bond and the HSBC GIF Global Lower Carbon Equity Funds are sub-
funds of HSBC Global Investment Funds, a Luxembourg domiciled SICAV. UK based investors in HSBC 
Global Investment Funds are advised that they may not be afforded some of the protections conveyed by the 
provisions of the Financial Services and Markets Act 2000. The securities representing interests in HSBC 
Global Investment Funds have not been and will not be registered under the US Securities Act of 1933 and will 
not be offered for sale or sold in the United States of America, its territories or possessions and all areas 
subject to its jurisdiction, or to United States Persons, except in a transaction which does not violate the 
Securities Law of the United States of America. All applications are made on the basis of the current HSBC 
GIF Funds Prospectus and most recent annual and semi-annual reports, which can be obtained upon request 
free of charge from HSBC Global Asset Management (UK) Limited, 8 Canada Square, Canary Wharf, London, 
E14 5HQ. UK, or the local distributors. Investors and potential investors should read and note the risk 
warnings in the prospectus. 

The value of investments and any income from them can go down as well as up and investors may not 
get back the amount originally invested. 

Where overseas investments are held the rate of currency exchange may also cause the value of such 
investments to fluctuate. 

Investments in emerging markets are by their nature higher risk and potentially more volatile than 
those inherent in some established markets. 

Stock market investments should be viewed as a medium to long term investment and should be held 
for at least five years. 

HSBC Global Asset Management (UK) Limited provides information to Institutions, Professional Advisers and 
their clients on the investment products and services of the HSBC Group. 

Approved for issue in the UK by HSBC Global Asset Management (UK) Limited, who are authorised and 
regulated by the Financial Conduct Authority. 

www.assetmanagement.hsbc.com/uk
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