Chapter 2 Teaching Guide

Talking to Investors About ESG / Sustainability
1. Chapter Overview

This chapter examines how ESG and sustainability are understood, interpreted, and
operationalized by investors in Asia, and how these perspectives shape corporate behavior,
capital allocation, and disclosure practices. It clarifies what ESG means in practice, why the
term is contested, and how its application differs across markets depending on regulatory

maturity, political context, and investor expectations.

Rather than treating ESG as a fixed ideology or checklist, the chapter positions it as a
pragmatic analytical framework used by investors to assess risk, resilience, and long-term
value. Through detailed regional examples, it illustrates how environmental, social, and
governance considerations influence investment decisions, corporate strategy, and

engagement priorities across Asia.



2. Key Learning Objectives

After completing this chapter, students should be able to:

1. Explain what ESG encompasses and why its meaning varies across regions and
stakeholder groups.

2. Distinguish between environmental, social, and governance pillars and their differing
materiality in Asia.

3. Understand how investors use ESG information in capital allocation and engagement.

4. Analyze how climate, social, and governance risks translate into financial and
operational risks.

5. Evaluate the role of disclosure, data quality, and regulation in shaping investor
behavior.

6. Assess how political, institutional, and market contexts influence ESG
implementation.

7. Apply ESG concepts to real-world investment, corporate, and regulatory decisions in

Asia.



3. Summary of Key Points (Instructor Version)

e ESG remains a useful analytical framework despite political backlash in some
markets.

o In Asia, ESG is closely tied to resilience, competitiveness, and risk management
rather than ideology.

o Environmental issues—especially climate risk, energy transition, and resource
management—are central due to Asia’s exposure and scale.

e Social issues such as labor rights, product safety, and data protection carry significant
financial and reputational implications.

e Governance shapes how environmental and social risks are managed, disclosed, and
enforced.

o Investor expectations increasingly influence corporate behavior, even where
regulation is weak.

o Disclosure regimes are expanding, but enforcement and data quality remain uneven.

o ESG implementation in Asia is pragmatic and adaptive, reflecting local institutional
constraints.

o Physical climate risks remain underpriced relative to transition risks.

o Effective ESG strategies integrate regulation, market incentives, and operational

realities.



4. Teaching Guidance: How to Use This Chapter

a. Recommended Teaching Approach

This chapter works well as an early-to-mid course module, following the foundational
discussion of stakeholders (Chapter 1). It deepens understanding by showing how
sustainability actually enters decision-making through investors, regulation, and corporate

incentives.

It is suitable for:

¢ MBA and EMBA courses

Executive education

Investment-focused or governance-focused programs

Policy and regulatory training

The chapter supports both conceptual discussion and applied case-based analysis.

b. Suggested Class Flow (75-90 minutes)

1. Opening framing (10 minutes)

Prompt students with:

“When investors say they ‘integrate ESG’, what do they actually mean in practice?”

Use this to surface assumptions and misconceptions.

ii.  Conceptual grounding (15 minutes)

Introduce:

e ESG as an analytical lens rather than ideology



o Differences between environmental, social, and governance pillars
e Role of investors in shaping behavior

o Importance of incentives and materiality

iii.  Applied discussion (25-30 minutes)

Use chapter examples to explore:

o Climate transition and physical risk
e Labor and supply-chain risk
o Data security and digital governance

e Resource and biodiversity pressures

Students can work in small groups, each assigned one pillar (E, S, or G).

iv.  Trade-offs and tensions (15 minutes)

Guide discussion around:

e Growth vs sustainability

o Regulation vs flexibility

e Global standards vs local realities
e Disclosure vs enforcement

o Transition vs physical risks

v.  Synthesis and takeaway (5-10 minutes)
Link discussion back to investor decision-making and forward-looking risk

management.



5. Common Student Misconceptions to Address

e ESG is primarily about ethics rather than financial risk
e ESG applies mainly to developed markets

e Disclosure alone improves outcomes

o Climate risk is only a long-term issue

e Social issues are “soft” or secondary

e Governance problems are culturally determined rather than institutional

Encourage students to focus on incentives, enforcement, and materiality.



6. Instructor Tips for Effective Discussion

Frame ESG as a decision-making tool, not a moral stance.

Encourage students to separate intent from outcomes.

Push students to identify trade-offs explicitly.

Use regional contrasts (China vs ASEAN vs India).

Allow disagreement on political framing while keeping analysis evidence-based.

Highlight how investor pressure operates differently across markets.



7. Suggested Supplementary Readings (Optional)

Conceptual / Frameworks

e IFC. Who Cares Wins: Connecting Financial Markets to a Changing World
e OECD. ESG and Corporate Governance

e World Economic Forum. Measuring Stakeholder Capitalism

Climate & Environment

o IEA. World Energy Outlook
e [PCC Assessment Reports

e Global Energy Monitor datasets

Social & Supply Chains

o 1LO. Global Estimates on Forced Labour
e OECD Due Diligence Guidance

e EU Corporate Sustainability Due Diligence Directive (CSDDD)

Investors & Markets

e PRI Active Ownership 2.0
e MSCI ESG Research methodology notes

e FT Moral Money / Responsible Business coverage



8. How This Chapter Connects to the Rest of the Book

This chapter builds directly on Chapter 1 by moving from stakeholder mapping to investor

behavior and decision-making. It provides the conceptual bridge to later chapters on:

o ESG disclosure and reporting

e Corporate governance mechanisms

o Climate strategy and transition planning
o Stewardship, engagement, and escalation

e Regulatory and policy design

Together, Chapters 1 and 2 establish the analytical foundation for understanding how

sustainability operates in practice across Asian markets.



