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FPL IN FOCUS - Environmental, Social and Governance (“ESG”) 

ESG has continued to gain prominence for real estate investors throughout Asia-Pacific, with a PERE study 

suggesting that 67% of investors would not invest in a real estate fund without a defined ESG policy. 

The COVID-19 pandemic has only served to reinforce ESG’s importance to the investment community. 
With capital raising for smaller funds a continued pressure point in the region, we see increased scrutiny 

on the 44% of funds without a policy in place. From our conversations with the regional capital-raising 

community, it is clear that ESG is a near-permanent component of their discussions with LPs. It was also 

noted that LPs view ESG in different way, with some viewing an ESG policy as more of a box-ticking 

process and others taking a much more nuanced approach. 

Real Estate can actually be viewed as being further ahead than other asset classes due to the natural data 

and guidelines around energy and construction, but significant challenges remain when adapting to the 

region’s innate diversity. This creates issues when developing a policy as there is a divergence in 

approach between firms' methods of definition and the relative value that markets place on ESG. 

For example, one senior investor commented that “the focus in Japan is on governance, in Australia 

there is a much stronger focus on environmental and social factors.” Given the importance of Japan and 

Australia in the region’s core funds this creates an interesting dilemma. There is often an assumption that a 

higher ESG rating will deliver more value to assets and owners. While this certainly holds true for some 

owners, it is clearly not the case for all Private Equity investors. 

With little uniformity in approach we are seeing the responsibility for ESG placed in different parts of 

the business, particularly for those firms that are not large enough to have a specialist in place. In a firm 

that views ESG through the prism of governance and processes, the responsibility might sit with the 

office of COO or CFO. This is in contrast to firms that are more focused on driving the environmental 
and social aspects, where the responsibility may sit with the Development or Asset management 

functions. We have seen both approaches when helping clients identify ESG talent in Asia Pacific. In each 

case the success of developing a robust and effective ESG policy framework is entirely dependent on 

support and sponsorship from the senior leadership team. 

Asia Pacific 

http://www.fpl-global.com/



