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MAS Sets Out Enhanced Disclosure and 
Reporting Guidelines for Retail ESG 
Funds 
 
Introduction 
 

Along with the steady rise in investments in Environmental, Social and Governance ("ESG")-related 

financial products, greenwashing has emerged as a significant regulatory concern. In this regard, it has 

been reported that there has been a spate of greenwashing allegations against financial institutions 

offering ESG funds.  

 

In Singapore, to combat greenwashing of retail ESG funds and boost investor confidence, the Monetary 

Authority of Singapore ("MAS") issued MAS Circular No. CFC 02/2022 ("Circular") on 28 July 2022 

setting out enhanced disclosure and reporting requirements/guidelines and shared its expectations on 

how existing requirements under the Code on Collective Investment Scheme ("CIS Code") and the 

Securities and Futures (Offers of Investment) (Collective Investment Schemes) Regulations 2005 

("SF(CIS)R") apply to retail ESG funds.  The Circular will take effect on 1 January 2023 ("Effective 

Date").  

 

In this Update, we briefly highlight the key requirements and guidelines concerning retail ESG Funds.   

 

Who and What is covered?  
 

The Circular applies to retail ESG Funds and is relevant to capital markets services licensees carrying 

out fund management activities and approved trustees under Section 289 of the Securities and Futures 

Act 2001 ("SFA").  

 

An ESG Fund refers to an authorised or recognised scheme under the SFA that:  

 

(a) Uses or includes ESG factors as its key investment focus and strategy (i.e. ESG factors 

significantly influence the scheme’s selection of investment assets); and  
(b) Represents itself as an ESG-focused scheme.  
 

Typical ESG investing strategies where ESG factors "significantly influence a scheme’s selection of 

investment assets" include impact investing and ESG inclusionary investing. Examples include broad 

strategies (such as best-in-class positive screening and ESG tilts) and thematic strategies (such as 

specific focus on ESG outcomes - for instance, low carbon transition), among others. 

https://www.linkedin.com/company/rajah-&-tann
https://www.mas.gov.sg/-/media/MAS/Regulations-and-Financial-Stability/Regulations-Guidance-and-Licensing/Securities-Futures-and-Fund-Management/Regulations-Guidance-and-Licensing/Circulars/CFC-02-2022-Disclosure-and-Reporting-Guidelines-for-Retail-ESG-Funds.pdf
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Conversely, if the scheme: (i) only uses negative screening, which refers to applying a set of filters to 

determine which companies, sectors or activities are not eligible to be included in a specific portfolio; or 

(ii) merely incorporates or integrates ESG considerations in its investment process (e.g. incorporate 

financial factors (other than ESG factors) in its investment process and therefore ESG is not the "main 

driver of investment decisions but is just one of the factors considered in the investment process"), MAS 

will not regard such a scheme as having an ESG investment focus for purposes of subparagraph (a) 

above. 

  

In determining whether a scheme is substantially ESG-focused in terms of its investment portfolio and/or 

strategy, MAS also elucidated the factors it will take into consideration. These factors include whether 

the scheme's net asset value is "primarily invested" according to the scheme's investment strategy. 

Industry practice generally regards the scheme to be "primarily invested" if two-thirds of the scheme's 

net asset value is invested according to the scheme's investment strategy. 

 

Recognised Schemes  

 

The Circular also applies to recognised schemes that meet the criteria in subparagraphs (a) and (b) 

above. This is addressed under Part D of the Circular. MAS will assess compliance of a recognised 

scheme with the requirements set out in the Circular by taking into account the scheme's compliance 

with the relevant ESG rules in their home jurisdictions, if any. Specifically, UCITS (Undertakings for 

Collective Investment in Transferable Securities) schemes that are ESG Funds would be considered to 

have complied with the disclosure requirements in the Circular if they fall within Article 8 or 9 of EU’s 

Sustainable Finance Disclosure Regulation. Do note that the name of the UCITS scheme must still 

comply with the naming requirements addressed under Section B in the Circular.  

 

Naming Requirements  
 

The Circular addresses naming requirements of ESG funds under Section B. Requirements pertaining 

to the name of a scheme are set out at Chapter 4.1 of the CIS Code and, among others, the name of 

the scheme must be "appropriate, and not undesirable or misleading". In the context of ESG Funds, if 

the scheme's name includes or uses ESG-related or similar terms (for instance "sustainable", "green" 

etc.), the scheme must reflect an ESG focus in its investment portfolio and strategy in a substantial 

manner and be in compliance with the guidelines in the Circular. MAS will deem the name 

"inappropriate" if the name of the scheme uses an ESG-related term but fails to comply with the 

requirements/guidelines. MAS set out certain factors it will consider in deciding whether or not a scheme 

is substantially ESG-focused (briefly discussed above). For more details, please refer to Section B of 

the Circular.  
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Enhanced Disclosure and Reporting Requirements  

 
Prospectus Disclosure Requirements and Guidelines  

Requirements on information to be disclosed in a scheme's prospectus are set out in the Third Schedule 

of the SF(CIS)R. Prospectuses of ESG Funds lodged with MAS on or after the Effective Date must also 

comply with the following requirements and/or guidelines in the Circular:  

 

- Clearly define ESG-related terms and disclose information in the prospectus relating to 

investment focus, investment strategy, reference benchmark and risks associated with 

investing in the scheme. Paragraph 11 of the Circular sets out the information along with some 

examples. Such information includes:  

 

➢ Investment focus – (i) the ESG focus of the scheme; (ii) the relevant ESG criteria, 

methodologies or metrics used to measure whether the ESG focus is achieved. 

➢ Investment strategy – (i) describe how the sustainable investing strategy is used to achieve 

the scheme's ESG focus, the binding elements of the strategy in the investment process, and 

how the strategy is applied in the investment process on a continuous basis; (ii) include 

relevant ESG criteria, metrics or principles considered in the investment selection process; 

(iii) the minimum asset allocation into assets used to achieve the scheme's ESG focus.     

➢ Reference benchmark – (i) (where the scheme references a benchmark index to measure 

whether ESG focus is achieved) explain how the benchmark is consistent with or relevant to 

its investment focus; (ii) (where the scheme references a benchmark index for financial 

performance measurement only) state so.  

➢ Risks associated with the scheme’s ESG focus and investment strategy, for instance, 

concentration in investments with certain ESG focus, limitations of methodology and data, 

etc. 

 

In cases where it is not "possible nor practicable for a manager to determine, at the individual 

asset level, the proportion of a scheme’s net asset value that is invested in accordance with ESG 

investing approaches", MAS expects the manager to explain in the prospectus/offering 

documents how the scheme’s investments are substantially ESG-focused. 

 

- Indicate that the scheme is an ESG Fund in the respective OPERA form  

 

- Provide additional information by date of lodgement and indicate in the prospectus where 

such additional information may be accessed. The fund manager or index provider must make 

the additional information available on the fund manager’s website or by other appropriate means.  

The additional information required to be provided is set out at paragraph 14 of the Circular 

("additional information") and includes: 
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➢ the measurement and monitoring process of the ESG focus as well as related internal or 

external control mechanisms to monitor compliance with the scheme’s ESG focus on a 

continuous basis;  
➢ where the ESG data is obtained from, how it is used, the assumptions made where data is 

lacking; 
➢ due diligence regarding ESG-related features of the scheme’s investments; and  
➢ stakeholder engagement policies (including proxy voting) that facilitate corporate behaviour of 

companies that the scheme invests in and contribute to meeting the scheme’s ESG focus. 
 

Annual Report Disclosure Requirements and Guidelines  

 

Annual reports of ESG Funds (for financial year ending on or after the Effective Date) must include the 

following information:   

 

- Details relating to how and the extent to which the scheme’s ESG focus is fulfilled during the 

financial period. This should include a comparison with the previous period (if any);  
- The actual proportion of investments that meet the scheme’s ESG focus (if applicable); and  
- Actions by the scheme to achieve the scheme’s ESG focus, for example through engaging with 

stakeholders.  

 

Please refer to Paragraph 13 of the Circular for more details.  

 

Additional Information  

 

The Circular also sets out additional information which should be made available by the fund manager 

or index provider on the fund manager’s website or by other appropriate means. For details on the 

additional information, please refer to paragraph 14 of the Circular.  

 

Concluding Words  
 

With an increased focus in ESG investing, regulators globally are treating greenwashing and regulatory 

compliance seriously. Singapore is no exception, and this is underscored by, among others, MAS' 

issuance of this Circular setting out enhanced disclosure and reporting guidelines/requirements and its 

expectations on how relevant existing legal/regulatory requirements apply to retail ESG Funds.  

 

Affected financial institutions should carefully review the Circular and the requirements/guidelines 

therein and assess how they impact their businesses and take steps to ensure compliance. If you require 

any assistance or advice, please feel free to contact our team below.  
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Rajah & Tann Asia is a network of legal practices based in Asia. 

 

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a 

member firm are governed by the terms of engagement between the member firm and the client. 

 

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally 
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage 
which may result from accessing or relying on this update. 
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Our Regional Presence 

 

 
 
 
 

Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia, 
Myanmar, the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South 
Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or email Knowledge & Risk 
Management at eOASIS@rajahtann.com. 

 

 


