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ABSTRACT

The development of “sustainable” finance, that is, financial instruments operating in the context of the
implementation by companies of a set of environmental, social and governance principles (ESG princi-
ples), is gaining momentum in the main world markets. According to the Global Alliance for Sustainable
Investments, these strategies already account for 35.9% of the total amount of invested assets. This trend
is driven by a new global reality since the long-term development of the country and the company can-
not be possible without resolving deepening environmental and social contradictions. In this regard, the
purpose of this article is to develop recommendations acceptable to the practice of Kazakhstan based on
the generalization of contemporary international experience in the development of various instruments
of sustainable finance, as well as on studying institutional support measures for this process at the macro-
economic level.A review of the experience of several countries leading in the field of environmentally and
socially responsible investment demonstrates both general and specific features that can be successfully
implemented in Kazakhstan, which is at the initial stage of this process. The research methodology is based
on a comparative analysis of public policy, regulatory framework, and national specifics of the models of
the six selected countries and regions. The obtained results have corresponding practical implications in
terms of sustainable finance and ESG criteria-based investing regulation advancement in Kazakhstan by
foreign practices adaptation.
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YCTOMYUBOE PA3BUTHE U ITPUPOJOIOIb30BAHUE
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TYUIH

“TypaKTbl” Kap*KbIHbl, AFHN KOMNAHUANAPAbIH SKONOTUANbIK, 3/IEYMETTIK KaHe 6acKkapy KaFuaaTTapbiHbIH,
(ESG) KMbIHTbIFbIH €Hri3yi TYPFbICbIHAH SPEKEeT eTeTiH KapyKbl KypanZapblH AaMbITy HEri3ri anemgik
HapbIKTapAa KapKblH anyaa. TypaKTbl MHBECTULMANQP KOHIHAEr *KahaHAbIK aNbAHCTbIH, MaJiMETI
60MbIHLLIA, OCbl CTpaTernsaaap KasipaiH e3iHae MHBECTULMUANAHFAH aKTUBTEPAIH, *Kannbl KenemiHiH, 35.9%
Kypanapl- Byn ypaic *KaHa KahaHAblK WbIHAbIKKA HerisgenreH, cebebi TepeHaeTiIreH 3KONOTUANbIK KaHe
9NeyMEeTTiK KaMLUbI/bIKTap WeLliIMen, e/l MEH KOMMNAHMAHBIH Y3aK Mep3iMmai Zamybl MyYMKiH emec. OcblfaH
Oopali, MaKajlaHblH MaKCaTbl TYPaKTbl KAapPKblHbIH, KypangapblH 33ipneyaiH 3amaHayu XasblKapasiblK
ToXipubeciH MHaKTay, COHAalM-aK MaKPOIKOHOMMKANbIK AeHrenae ocCbl NPOLECTi MHCTUTYLMOHANAbIK,
KO/14ay LWapasiapblH 3epaeney xKaHe KasaKkcTaH NpaKkTMKachl YLWiH KoAalabl yCbIHbIMAAPAbl 93ipaey 60bin
Tabblnagbl- IKONOTUANDBIK KOHE S/1IeYMETTIK *KayanTbl MHBECTULMANAGP CaNnacbliHAAFbl KETeKLWi enaepaix,
ToXipmbeciHe Wony apKbifbl XKaAmMbl }KaHE epeKLLe benrinep aHbIKTanAbl- ©3 KeseriHge aTanfaH NpPoLEeCTiH,
bacTanKkpl caTbiCbiHAA TypfaH KasaKcTaHAa TypaKTbl KAap*Kbl AaMyblH KeTeKLWi engepain, TaxipnbeciHe
Heri3aen caTTi icke acbipyfa 6onaabl. 3epTTey aAicTemMeci MEMIEKETTIK CascaTTbl, HOPMATUBTIK-KYKbIKTbIK,
6a3aHbl, COHAAN-aK TaHAaNfaH anTbl €1 MeH alMaK MoAeNbAEePiHIH, YATTbIK epeKLLENiriH canbICTbipMabl
Tangayfa HerisgenreH. ANbIHFaH HTUXKeNep WeTenaik TaxKipubeHi 6enimaey apkbinbl KazakctaHaafbl ESG
KpUTEPUMNEpPI HEri3iHAE MHBECTULMAHDI X KaHE TYPAKTbl KapKblHbl PETTeY TYPFbICbIHAH TUICTi NPAKTUKaNbIK,
canpgapfa ue.

TYWIH CO3MEP: TypaKTbl  KapsKbl, 3KOMOMMA, oNeyMeTTiK KayanTbl WMHBECTULMANap, TypaKTbl
WMHBECTUUMANAY KOPJIapbl, MEMNEKETTIK CanacaT, eflapasblK CaibiCTbipManbl Tangay
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ABCTPAKT

PassuTtue “ycToinumebix” GUHAHCOB U GUHAHCOBbLIX MHCTPYMEHTOB, PabOTalOLLMX B KOHTEKCTE peannsaumm
KOMMaHUAMM KOMIIEKCA SKOOTMYECKMX, COLLMAMBHBIX U YNpaBAeHYecKMx npuHumMnos (ESG-npuHUMnos),
HabupaeT 060pPOTbl Ha OCHOBHbLIX MMPOBbLIX PbiHKAaX. Mo AaHHbIM [NM06aNbHOrO anbAHCa YCTOMUYMBLIX
WHBECTMLMI, Ha AaHHblE CTpaTerMm y:e npuxoamtca 35,9% ot obuiero o6bema MHBECTUPOBAHHbIX aK-
T™MBOB. [laHHbIM TpeHa obycnosneH HOBOM r106anbHOM PeasibHOCTbIO, MOCKO/bKY AO0ATOCPOYHOE Pas-
BUTME Nt06OM CTpaHbl M /060N KOMMAHUM HEBO3MOXKHO 6e3 paspelueHua YrIybaaowmxca 3KoN0-
TMYECKUX WU COLUMaAbHbBIX MPOTMBOPEUNA. B CBA3M C 3TUM LeNblo A4aHHOM CTaTby ABAAETCA pa3paboTka
npMemaembix ANA MNPAKTUMKM KasaxctaHa peKomMeHAauuii Ha ocHoBe 0606LlieHNs COBPEMEHHOMO
MeXAyHapOoAHOro OnbiTa B Pa3sBUTMM Pa3HOOBPa3HbIX MHCTPYMEHTOB YCTOMUYMBbIX GUHAHCOB, a TaK¥Ke Ha
OCHOBE M3YYeHUA Mep UHCTUTYLMOHANbHOM MOAAEPMKKM AAHHOTO MNPOLLecca Ha MaKPO3IKOHOMMYECKOM
ypoBHe. O630p ombiTa paga AUAMPYIOLWMX B Cchepe 3SKONOrMYECKM M COLMaNbHO OTBETCTBEHHOrO
MHBECTMPOBAHMSA CTPaH AEMOHCTPUPYET, Kak obLune, Tak 1 cneunduyieckme YepTbl, KOTopble MOTYT 6bITb
yCNewHo MMNAEMEHTUPOBAHbI B Ka3axcTaHe, HaxoAALEeMYCAa Ha Haya/lbHOM 3Tane AaHHOro mnpoLecca.
MeToaon0rMA MCCAefoBaHMA OCHOBaHa Ha CPaBHMTE/NIbHOM aHa/iM3e roCyAapCTBEHHON MONUTUKM,
HOPMaTMBHO-MPaBOBOM 6a3bl, @ TaKXKe HaLUMOHaNbHOW CreuMdUKM Moaenen LWecTn BbibpaHHbIX CTpaH
N pernoHoB. MoayyYeHHble pe3ynbTaTbl MMEIOT COOTBETCTBYOWME MPAKTUUYECKOE NPUMEHEHUE C TOYKU
3peHUA PasBMTUA YCTOMYMBBLIX GUHAHCOB U PEryMpoBaHMA MHBECTULMIM Ha ocHOBe Kputepues ESG B
KasaxcTaHe nyTem agantauum 3apybexKHoOM NpaKkTUKK.

K/TKOYEBDBIE C/IOBA: ycToMumBbie GUHAHCDI, 3KOJIOTUSA, COLMAIbHO OTBETCTBEHHbIE MHBECTULNMU, GOHbI
YCTOMNYMBOrO MHBECTUPOBAHMSA, FOCYAaPCTBEHHAA NONUTUKA, MEKCTPAHOBOM CPAaBHUTENbHbIM aHan3
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Introduction

In recent decades, the transformation of the
strategic goals of States seeking not only to stimu-
late economic growth to strengthen their positions
on the world stage but also interested in the sus-
tainable development of their national economies
to solve environmental and social problems that
worsen from year to year. One of the critical roles in
this trend is played by the financial system, whose
institutions have realized the impact of their deci-
sions on sustainable development and, following
this, reformat their activities to responsible financial
management. As a result, new business lines have
emerged, such as climate finance, socially respon-
sible investments and “‘sustainable” finance. (Zhang
& Weber, 2022). They provide financial support for
projects that contribute to sustainable development
and create opportunities for investors to align finan-
cial goals with values (Khoruzhy et al., 2022). In
general, such an approach, known as sustainable
finance, is aimed at reducing the negative environ-
mental and social consequences of companies’ eco-
nomic activities and stimulating “green” projects.
By integrating ESG criteria into financial decisions,
corporations and financial institutions consider the
economic implications of the investments and the
environmental and social impacts.

The implementation of sustainable investment
strategies and ESG (environmental, social, and gov-
ernance) is becoming increasingly widespread in the
world’s largest markets. According to the Climate
Bonds Initiative, the market for sustainable financ-
ing was equal to 1 trillion US dollars in 2020, and
by 2025, ESG assets will reach 53 trillion dollars
or one-third of global assets under management.
Among the significant global trends in the spread of
sustainable finance, it should be noted that the Nas-
daq Future Global Leader Sustainability Leaders
appeared on the Nasdaq exchange. It is noteworthy
that European exchange-traded investment funds
(ETFs) adhering to the principles of “responsible
investment” in 2021 attracted more funds than tradi-
tional ETFs (GISA, 2021).

For Kazakhstan, as a full member of the UN,
which committed itself in 2015 to follow the Sus-
tainable Development Goals (SDGs) and included
the principles of a sustainable and green economy
in the list of national priorities of the Strategy-2050,
the task of adequate implementation of the best for-
eign experience for the development and dissemina-
tion of sustainable finance is actualized. Consider-
ing the continuing raw materials orientation of the
Kazakh economy and the deepening of environmen-
tal and social challenges, the article’s authors set a
goal to identify the best practices implemented in

the leading countries for implementing ESG prin-
ciples both at the macroeconomic level and at the
level of individual companies. Following this goal,
the following tasks were formulated:

- study of literature sources related to sustain-
able finance and the application of ESG principles,
as well as identification of gaps in research in this
area;

- generalization of progressive international
practice and models of application of ESG princi-
ples;

- analysis of the current state of the sustainable
finance application in Kazakhstan;

- clarification of the prospects for the ESG
principles implementation in Kazakhstan based on
the adaptation of the best international practices.

The paper is structured as follows: the litera-
ture review section explores the primary studies in
sustainable finance and the ESG field and illustrates
the central gap as well as future research directions.
The methodology section presents the implement-
ed methods of the study for obtaining the results of
the following discussion section. The “discussions
and results” section offers multi-national models for
the development of sustainable finance, as well as
analyzes the current state of their distribution in Ka-
zakhstan. The final section concludes the main find-
ings and comments on practical recommendations
for Kazakhstan based on international experience.

Literature review

“Sustainable” finance has emerged as a cru-
cial aspect of investment strategies for foundations
and asset managers (Wiener, 2021). While there is
no universally agreed-upon definition of sustain-
able investments, they are generally characterized
as investment strategies that aim to address social
or environmental concerns and generate financial
profits simultaneously. Sustainable financial invest-
ments have gained momentum, and evolution of
sustainable finance has been driven by a growing
awareness of the social, environmental, and ethical
consequences of business practices and their finan-
cial impact. Investors increasingly demand assets
that generate financial returns and address pressing
social and environmental challenges such as pov-
erty, malnutrition, financial exclusion, and climate
change (Chiappini et al., 2021). In response to the
demand, the financial industry has developed in-
vestment strategies based on extra-financial criteria,
leading to sustainable investments in different class-
es of creation and diverse financial products.

ESG factors, as a part of sustainable investing
development for corporations and financial insti-
tutions, have emerged as a new paradigm that on
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the one hand, promotes sustainable development,
and plays a significant role in ensuring financial
stability on the other hand. ESG, which stands for
Environmental, Social, and Governance, is a frame-
work that focuses on sustainable and harmonious
development. ESG is an investment philosophy that
pursues long-term value growth by considering the
economic benefits from the environmental, social,
and governance factors (Lee & Kim, 2022). ESG is
a set of criteria that socially conscious investors use
to screen potential investments.

Regulators across the world are developing
various forms of metrics and regulation standards
for ESG principles. The main goal of the consider-
ing regulations is to provide sort of instructions on
ESG principles implementation and reporting of the
footprint of their environmental and social effects.
The first objective of this research is to review the
central studies in the field of sustainable investing
and ESG principles.

Many industries, including small and medi-
um-sized enterprises, incorporate ESG factors into
their daily operations (Egorov, 2023). Accord-
ing to estimates, the number of organizations that
published non-financial disclosures has increased
dramatically from 35% in 2010 to 86% in 2021
(Mandas et al., 2023). One of the reasons for the
widespread adoption is that integrating ESG factors
contribute to the company’s long-term sustainabili-
ty. From an economic perspective, ESG is a respon-
sible business practice and a profitable strategy in
both the short and long term. According to Friede et
al., adopting ESG principles has positively correlat-
ed with financial performance. Their review of over
2,000 empirical studies found strong support for the
link between ESG strategies and positive financial
performance. This indicates that incorporating ESG
factors into business practices can lead to monetary
returns and contribute to the overall the company’s
financial stability.

Some papers investigated the systematic lit-
erature review and identified gaps in the existing
research on ESG risk integration, management,
and reporting in the banking sector, particularly in
emerging markets and some developed countries.
There is a need for further investigation into ESG is-
sues and policy action to address the challenges and
opportunities associated with ESG risks in financial
institutions, and the importance of focusing on the
scope, scale, and magnitude of ESG challenges and
opportunities. It must be noted that there is a gap in
the research of the significance of considering var-
ious aspects of ESG risks, including strategy, gov-
ernance, assessment, measurement, management,

monitoring, reporting, culture, and data and tech-
nology (Misorimaligayo et al., 2023).

It has been found that ESG performance has a
significant impact on the stock prices of financial in-
stitutions in some countries (Zhu, 2022). Better ESG
performance leads to higher stock prices, and the
attention of newspapers, magazines, online media,
and the number of shareholders positively influence
this relationship. However, there are limitations to
the reasonable reach of investor action in address-
ing environmental and social issues. Factors such as
varying end-investor preferences, availability of re-
liable ESG data, and non-consistent frameworks for
corporate sustainability disclosures hinder effective
investor engagement (Balp & Strampelli, 2022). It
must be noted that financial institutions play a cru-
cial role in financing the transition to sustainable
business models. However, their impact varies de-
pending on the business sector and the model of the
financial system (Zioto et al., 2023). The adoption
of the ESG policy brings economic benefits to the
stakeholders of corporations and financial institu-
tions: employees are willing to give up wages, and
customers are willing to pay higher management
fees (Stolbov & Shchepeleva, 2022).

The study by Gai et al. 2023, published in “Fi-
nance Research Letters,”, aims to apply an original
methodology for aggregating indicators in a new
ESG scoring model to assess the level of banks’
ESG disclosure. The methodology allows for the
calculation of the best GI score (the banks’ envi-
ronmental, social, governance, and indirect impacts
score) and its comparison with mathematical and
geometric means. It also mentions the need for more
significant regulatory pressure on disclosure, partic-
ularly on social issues, and the pilot application of
the BESGI model to discover banks’ green-washing
practices.

As seen from the previous study, there is a lim-
ited amount of research on the ESG experience anal-
ysis of international and local organizations. Most
of the research on ESG principles has been written
recently and provides restricted content on ESG and
financial stability. The leading information about
ESG investing development is presented in the re-
ports of the international alliances.

Methodology

Comprehensive case studies have been con-
ducted to gain deeper insights into sustainable fi-
nance development in various foreign countries.
These studies focused on analyzing the regulatory
framework, financial products, and market players
involved in these countries. By studying success-
ful strategies and taking note of valuable lessons
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learned from these case studies, the authors explored
the evolution of sustainable finance across different
contexts (Ya, 2018; Cheba & Bak, 2019; Guo et al.,
2020).

The method of policy analysis used to evaluate
the regulatory and policy structures implemented in
other nations highlights their distinct advantages as
well as limitations. These frameworks differ consid-
erably concerning governmental assistance, tax ben-
efits, and obligatory disclosure standards.

As one of the methods to assess and compare
the sustainability performance of various countries

and companies, the authors investigated the global
ESG indices: the S&P ESG index, the Nastaq-100
ESG index, the MSCI KLD 400 Social index, and
the FTSE US All Caps Choice index. These indices
provide valuable insights into organisations’ practic-
es’ environmental, social, and governance aspects.
By using these resources, meaningful comparisons
have been made to evaluate their sustainable efforts
in a standardized manner.

The methodology of the article is illustrated as
follows:

The countries with
developed and

nghllghtlng the Content analysis of the
developing sustainable sustainable finance and regulatory framework
ﬁnagcegand ESG ESG principles drivers and stanzrds for ESG
principles system for comparison .by principles
selection selected countries

Four main Global ESG
indices comparison
(methodology, criteria,
investments amount)

Figure 1 - The methodology of the research

To achieve the objective of the paper and
demonstrate the best practices of ESG implemen-
tation and development, the authors used a combi-
nation of considered methods. The experiences of
Europe, the United States of America, China, Latin
America, and Asia have been investigated. The con-
sidering countries’ experience and the comparative
analysis results allow to develop recommendations
for Kazakhstan in the ESG principles of integration
in the financial system.

70%
60%
50%
40%
30%

20%

16.6

10%
34
0%

2014 2016

Results and discussion

As noted earlier, there has been a significant
increase in investments based on ESG principles in
the world in recent years, and there is the focus of
attention of state regulators, international organiza-
tions and academia. As a result, with the purpose of
promoting ESG criteria at the country level and re-
questing ESG implementation for corporations and
financial institutions, the state regulators developed
regulatory frameworks in different countries.

Canada

Europe
Australia/NZ

United States

2018 2020

Figure 2 - Sustainable investing assets in total assets under management, 2014-2020 (GSIR, 2020)
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The country with the highest amount of sus-
tainable investing assets in total managed assets is
Canada; it has about doubled for the past six periods
and reached 61.8%. The following region of sustain-
able investment assets is European countries, with
41.6%, a slow decrease over the last few years for
17.2%. This is a valuable measure considering the
share in the global total sustainable assets of 16%, or
4 140 billion US dollars. In Australia and New Zea-
land, sustainable assets increased dramatically from
17.9% to 63.2% for the four years. However, for the
following years, sustainable investing had been re-
duced to 37.9%, which is more than 1.7 times. The
value of sustainable assets increased from 17.9%
to 37.9% for the considering period in the United
States. It is the essence of changing globally, as
the US covers 64% of the ESG (16 059 billion US
dollars) of the total ESG assets of the world. Sus-
tainable investing development has been started in

16059
4140
2302 1900
794
2 e > Qv o
&OQ 05 'bb \\’b\é \’bQ/b
<& &4 c}g’b
S

Japan since 2016 and has reached 24.3% in the fol-
lowing years.

Notably, sustainable investing and investing
covered by ESG principles are considered the same
assets. While both ESG and sustainability empha-
size environmental, social, and governance factors,
ESG primarily involves assessing a company’s
performance based on these factors. In contrast,
sustainability adopts a more comprehensive ap-
proach by promoting responsible and ethical busi-
ness practices that consider environmental, social,
and economic interconnectedness. ESG serves as a
standardized framework for evaluating a company’s
impact on society and the environment, along with
its corporate governance practices. Meanwhile, sus-
tainability aims to guide businesses towards sustain-
able development through mindful consideration of
environmental stewardship, societal well-being, and
economic viability.

8%

3%“

16%

9%

Europe ® USA = Canada wm Australia/NZ = Japan

Figure 3 - ESG integration assets by region, in billion US dollars

ESG funds regulation and implementation
are crucial in ensuring the alignment of financial
investments with environmental, social, and gov-
ernance factors. A comprehensive methodology is
necessary to conduct a comparative analysis of ESG
funds regulation and implementation. To begin the
comparative analysis of ESG funds regulation and
implementation, the first step is to gather relevant
data from multiple sources. This data includes infor-
mation on the policies, regulations, and guidelines

for ESG funds in different countries or regions. The
authors have examined several regulatory documen-
tation and standards of the following countries and
demonstrated the findings in a schematical way. The
following figure illustrates the jurisdictions which
propose the regulation and guidelines for ESG funds
across the world.
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US: Enhanced disclosure of
ESG investment practices by
investment consultants and
investment companies

Canada: Disclosures
for ESG-related funds

Australia: Disclosure
guidelines 1013DA
section

New Zeeland:
Disclosure framework
for investment products

/

EU: Sustainable Finance
Disclosure Regulation

ESG funds
regulation

UK: Sustainable Finance
Disclosure Requirements

Singapore: Disclosure and
reporting guidelines for Retail
ESG funds

—» Hong Kong: Circular for Mutual
trust and mutual fund managers
Malaysia: Guidelines for
Sustainable and responsible funds
Taiwan: Disclosure rules of
SITE for ESG funds

\

India: Disclosure norms for ESG funds
Philippines: ASEAN Sustainable and Responsible funds Standards
Thailand: Sustainable and Responsible investing funds Standards

Figure 4 - Regulation of ESG funds in selected countries (MSCI, 2023)

There is now a significant shift towards greater
regulation in ESG-focused funds. Regulatory bod-
ies worldwide are displaying increased interest in
the names of funds and their obligations to disclose
information about their classification. This trend
has been spearheaded by the European Union’s
Sustainable Finance Disclosure Regulation, which
mandates more transparent reporting for ESG funds.
In response, other prominent market regulators are
also taking steps to implement similar requirements.

Countries such as Australia, Hong Kong, and
Singapore have been guided to standardize the
disclosure of ESG factors in investment selection
processes. In the European Union and Canada, reg-
ulators have gone a step further by attempting to cat-
egorize sustainable funds based on their level of ESG
integration, which corresponds with varying degrees
of disclosure requirements. The United States has
also made some initial moves towards a similar pro-

posal, a significant development given its position as
the world’s largest fund market accounting for over
60% of global fund investments. While this may
result in better-informed investment decisions for
stakeholders, there is concern that multiple discon-
nected regional standards for classifying ESG funds
might emerge across different jurisdictions and pose
challenges for investors seeking a unified approach
towards achieving common ESG goals worldwide.

Studying the literature and international reports
on the ESG integration and development process-
es of financial institutions allows to find a lack of
structured and complete information and data. To
reach the second and third objectives of this study
by structuring and content analysis of the regulative
framework as well as standards, the authors analyzed
using the comparative cases method and illustrated
in the table the results of six countries and regions
(Collier, 1991).
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Table 1 — Drivers influenced ESG in Europe

Europe

Policy and regulatory

Industry

Customer

Market

The European Union Sus-
tainable Finance Action

The encouragement of
voluntary certifications

The SRI investment sector
has witnessed a significant

Approximately 13% of newly
offered funds were centered

Plan, 2018 for sustainable invest- | increase in retail investor | around environmental sustain-

Sustainable Finance | ment funds. There are | interest (14 billion EUR | ability 2021

Disclosure Regulation | about 1500 which use | ESG equity funds in 2020)

(SFDR) the European sustain-

Markets in Financial In- | able finance labels

struments Directive 2 (Mi-

FID II), 2018

The EU  Taxonomy | Financial Data Ex- | According to MiFID II Shareholder Rights Directive

Regulation, 2020 change Templates (Fin- | clients need be advised II aims to promote measures to
DatEx), 2022 that ESG products ensure corporate sustainability

Net Zero Asset Owner
Alliance (NZAOA)

Corporate Sustainabil-
ity Reporting Directive
(report on the social and
environmental impacts),
2021

EU Sustainable Finance
Strategy, 2021

More than 65% of German
and French investors prefer
to invest in environmental-
ly responsible way.

Products on the European mar-
ket reflect themes related to
sustainable development, in-
cluding gender, smart cities,
and the ocean.

Organization

The European Sustainable Investment Forum (Eurosif), 2012

Note — compiled by the authors, source (GISA, 2021, p. 54; www.bloomberg.com)

Since Europe covers 16% of global ESG invest-
ing, the experience of ESG principles implementa-
tion and drivers influenced have an essential impact
on other countries. Eurosif, a renowned European
membership organization focused on sustainable
and responsible investment, plays a crucial role in
advancing sustainability across financial markets in
Europe. Eurosif operates as a collaborative partner-
ship between national Sustainable Investment Fora
based in Europe. It receives direct support from its
extensive network of over 400 organizations en-
gaged within the sustainable investment industry
value chain.

The EU Taxonomy Regulation, implemented
in 2020, is a crucial milestone in defining legally
sustainable activities within the European Union
and its Member States. This regulation plays a vital
role in ensuring the environmental sustainability of
financial markets by establishing clear criteria for
determining the degree to which an investment is
environmentally sustainable. The EU Taxonomy
Regulation aims to establish criteria for environ-
mentally sustainable economic activities, with a
particular focus on the protection and restoration of
biodiversity and ecosystems. In addition, the Taxon-
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omy Regulation provides a common framework of
criteria that will be applied to measures adopted by
the EU or its Member States, as well as guidance for
private sector entities in identifying environmental-
ly sustainable activities.

The UK is also committed to implementing a
green taxonomy, aligning with the EU’s efforts to
promote environmentally sustainable practices. By
implementing the EU Taxonomy Regulation, the
EU and the UK are taking proactive steps to transi-
tion towards biodiversity-aligned portfolios.

The Taxonomy Regulation is a step towards
creating a standardized classification system that
will help investors and financial institutions identify
environmentally sustainable activities and projects.
It will also aid in addressing the issue of greenwash-
ing by promoting transparency and trust among in-
vestors.

There are three main directions in Europe for
improving ESG results based on sustainable and re-
sponsible investment:

- voluntary sustainable fund labels have been
introduced to showcase investment funds’ environ-
mental, social, and governance qualities to individ-
ual investors. A considerable number of investment
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funds, numbering around 1 500 in total, currently
possess one or more of these European sustainable
finance labels;

- the European financial services sector has
initiated a collaborative effort called Financial Data
Exchange Templates (FinDatEx) to streamline and
enhance data exchange;

- The United Nations-convened Net Zero Asset
Owner Alliance (NZAOA), a coalition of institu-
tional investors consisting of 32 out of 42 groups,
which the United Nations established to promote the
achievement of net zero emissions.

Table 2 — Drivers influenced ESG in the USA

United States

Policy and regulatory Industry

Customer Market

Investor Statement of
Solidarity and Call to
Action, 2020

Sustainable investment and
ESG disclosure have been lim-
ited by the Securities and Ex-
change Commission and De-
partment of Labor till 2021

7.6 trillion US dollars in
assets are at ESG (2022)

Institutional Investor ESG
Assets

Public - 54%

Insurance Companies 36% -
Education 8% Foundations
-1%

Other - 1% (2022)

Exposure Draft of the
standards of the CFA

Securities and Exchange
Commission requested ESG

disclosure and information on | Institute with ESG
climate risk (2021) disclosure requirements
(2021)

1.Climate/carbon — 3.45
trillion USD
2.Military/weapons —
1.78 trillion USD

3. Tobacco — 1.70 tril-
lion USD

4. Fossil Fuel Divest-
ment — 1.23 trillion USD
5. Anti-Corruption —
1.02 trillion USD (2022)

Adopting multi-stakeholder
models that prioritize also
communities, environmen-
tal impacts, and improving
labor conditions

US SIF found the share-
holder’s ESG themes for
the 2018-2020 period:
corporate political activ-
ity, equal employment
opportunity, labor, cli-
mate.

The Executive Order on
Climate-Related Financial
Risk (measures seeking ESG
disclosure including) (2021)

More than 61% of inves-
tors prefer to invest in
sustainable investment

There has been an upward
trend in the proportion of
shareholder proposals con-
cerning social and environ-
mental issues receiving sig-
nificant support.

Organization

The Forum for Sustainable and Responsible Investment (US SIF), 2011

Note — compiled by the authors, source (GISA, 2021, p. 97; www.sec.gov; www.ussif.org)

The leading country by ESG investing with a
share of 64%, the USA’s regulation of sustainable
investment and ESG disclosure have been limited
until 2021 as a result of country politics. In 2021,
Securities and Exchange started to request Com-
mission ESG disclosure and information on climate
risk. From that period standards of the CFA Institute
with ESG disclosure requirements began to be im-
plemented for financial institutions. Expanding be-
yond the traditional shareholder-centric approach,
many companies in the United States are adopting
multi-stakeholder models that prioritize their share-
holders and communities, environmental impacts,

Okonomuxa: cmpamezus u npakmuxa. T. 18, Ne 4, 2023 / Economics: the Strategy and Practice. Vol. 18, No 4, 2023

and improved labor conditions. As a result, 61% of
the investors prefer sustainable investing, and the
proportion of shareholder proposals concerning so-
cial and environmental issues has significantly in-
creased.

The CFA Institute has established standards for
ESG disclosure requirements review, recognizing
the growing importance of environmental, social,
and governance factors in investment decision-mak-
ing. Approximately two of three institutional inves-
tors anticipate that ESG issues will become the in-
dustry standard, highlighting the increasing demand
for companies to disclose their ESG performance
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and compliance (Li et al., 2022). The CFA Insti-
tute’s ESG standardization initiative, announced
in November 2019, aims to address the challenges
posed by the multitude of acronyms and differing
standards in the ESG reporting landscape.

The CFA Institute released an ESG guide, so-
lidifying the importance of ESG reporting in the
financial industry. This guide served as a template
for measuring ESG disclosure and brought about
the acceptance of ESG factors as crucial consider-
ations in investment analysis. The use of the Envi-
ronmental, Social, and Governance framework has
become a standardized approach for firms to report
their compliance on critical corporate social respon-
sibility issues. Moreover, the increased use of the
ESG reporting framework has also led to a paradox,
where some firms prioritize ESG reporting over ac-
tual ESG performance.

Despite ESG assets regulation starting in 2021,
there are vulnerable results of the state policy. In
terms of asset allocation, climate change emerges as

the most significant specific ESG concern reported
by money managers. This issue is addressed across
a substantial 3.45 trillion US dollars in assets. Mon-
ey managers also report implementing fossil fuel di-
vestment policies on 1.2 trillion US dollars in assets,
ranking it as the fourth priority among other envi-
ronmental criteria. Additionally, avoidance of mili-
tary/weapons activities and tobacco use are ranked
second and third respectively, affecting 1.8 trillion
US dollars and 1.7 trillion US dollars in managed
assets.

Among governance considerations, anti-cor-
ruption measures take precedence with an allocation
of resources amounting to 1 trillion US dollars; fol-
lowing this is attention towards board-related mat-
ters valued at around 926 billion US dollars under
management.

When it comes to social issues from an as-
set-weighted perspective, human rights emerge as
the primary focus area with financial commitments
totalling approximately 987 billion US dollars.

Table 3 — Drivers influenced ESG in China

China

Policy and regulatory Industry

Customer Market

The Green Credit Guidelines
by the China Banking Regu-
latory Commission (CBRC),

Green Investment
Guidelines (2018) by
the Asset Management

2012 Association of China
Green credit balance — 1.5 | (AMAC)
trillion US dollars

20 EGG mutual funds
have been created (2020)

First green financial bonds
by (2022) PBOC (Central
Bank) in 2015

The Guidelines for Estab-
lishing the Green Financial
System (2016) — about 700
green finance policies

The green finance
pilot zones in China

- Zhejiang, Jiangxi,
Guangdong, Guizhou,
and Xinjiang (2017)

Individual investors are
mainly ready to invest in
projects with environment,
health, labor and ethics di-
rections.

The second green financial
market in the world for 2021
— 166.5 billion US dollars

The Guiding Opinions on
Promoting Investment and
Financing to Address Cli-
mate Change (2020)

National Carbon Emission
Trading Scheme (2021)

PBOC directed 13.42
billion US dollars for
the loans provided by
financial  institutions
to reduce carbon emis-
sions

86% of investors consider
factors of sustainable in-
vestment

Ten banks have issued 60
ESG wealth management
products

Organization

China Social Investment Forum (China SIF), 2012

Note — compiled by the authors, source (GISA, 2021, p. 71; www.china-briefing.com; www.chinasif.org)

“The Guiding Opinions on Promoting Invest-
ment and Financing to Address Climate Change”
in China is a significant policy document that out-
lines the country’s efforts to tackle climate change
through investment and financing. This instrument
of the regulation is a comprehensive policy doc-
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ument that plays a crucial role in guiding the im-
plementation of climate-friendly investments and
financing in China. It has been issued in 2020 by the
Chinese government.

The launch of China’s national carbon emis-
sions trading scheme in July 2021 marked a signifi-
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cant milestone in the country’s efforts to address cli-
mate change and reduce greenhouse gas emissions.
The scheme, which covers 12% of global CO2 emis-
sions, is a crucial step towards achieving China’s
long-term goal of carbon neutrality by 2060. Chi-
na’s national carbon emissions trading scheme is a
critical component of the country’s strategy to com-
bat climate change and achieve its emissions reduc-
tion targets. Establishing the national carbon emis-
sions trading market builds upon China’s previous
carbon trading pilots, which were launched in 2011
and provided valuable insights and lessons for de-
veloping a comprehensive and robust carbon trading
system. The launch of the national emissions trad-
ing scheme is the culmination of two years of me-
ticulous planning and infrastructure development.
During this period, China focused on constructing
the necessary legal and technical frameworks to en-

sure the smooth operation of the trading market. The
first trades in the national carbon emissions trading
scheme are expected to take place in 2020, follow-
ing the successful completion of infrastructure con-
struction and simulation phases over the past two
years.

According to the survey, a significant major-
ity (86%) of respondents indicate that they will
consider sustainable investment factors. The study
also reveals that individual investors are particular-
ly concerned about two key ESG themes: financial
fraud and product quality. Additionally, over half of
the participants stated that safety issues and envi-
ronmental violations have an impact on their invest-
ment decisions. The top five themes identified in this
regard are financial fraud, product quality, health
and safety concerns, environmental violations, and
corruption, and bribery.

Table 4 — Drivers influenced ESG in Asia

Asia

Policy and regulatory

South Korea

National Pension Service has adopted the Stewardship Code for ESG principles (2018)

Sustainable Banking (2020)

ESG funds (2020)

Singapore The Monetary Authority of Singapore has issued Guidelines on Environmental Risk Management
(2020)

Taiwan Corporate Governance Roadmap (2018-2020)
Financial Supervisory Commission has implemented the set of regulations for TPEx- and TWSE-
listed companies (2020)

Hong Kong Green and sustainable finance strategy (2020)

Hong Kong Monetary Authority (HKMA) - Common Assessment Framework on Green

Hong Kong Securities and Futures Commission (SFC) - published a compilation of approved

Industry

framework guidance

Life Insurance Association and the Bankers Association - Task Force on Climate-Related Financial Disclosures

Customer

low carbon

Increase of sustainable investment: products on environmental protection, renewable energy, green transport and

Note — compiled by the authors, source (GISA, 2021, p. 124)

There is a lack of available information on
ESG drivers and the results of the regulation in
Asian countries. It has been considered the prima-
ry strategy of South Korea, Singapore, Taiwan, and
Hong Kong.

Thus, the National Pension Service of South
Korea has demonstrated its commitment to respon-
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sible investment practices by adopting the Steward-
ship Code for ESG principles in 2018(Bae et al.,
2022). This decision aligns with the global trend
of incorporating environmental, social, and gover-
nance factors into investment strategies.

By investing in 52 detailed indicators includ-
ed in the ESG evaluation model, which evaluates
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nonfinancial factors such as environment, society,
and governance, the National Pension Service of
South Korea recognizes the importance of consid-
ering these criteria for responsible investment. This
commitment to the Stewardship Code reflects the
National Pension Service’s dedication to promoting
sustainable investing practices and ensuring that in-
vestments contribute to positive social and environ-
mental outcomes.

The Monetary Authority of Singapore has tak-
en proactive steps to address environmental risk
management in Singapore by issuing the Guidelines
on Environmental Risk Management in 2020. These
guidelines aim to help financial institutions effec-
tively identify, assess, and manage environmental
risks, particularly climate change-related ones, in
their operations and investment activities. These
guidelines provide clear directives and best practic-
es for financial institutions in Singapore to integrate
environmental risk management into their opera-
tions, ensuring the resilience of their businesses and
the sustainability of the financial system as a whole.

In comparison, The Financial Supervisory
Commission in Taiwan has recently implemented

regulations for Pex- and TWSE-listed companies to
enhance corporate governance and ensure transpar-
ency. These regulations aim to promote ethical busi-
ness practices and protect the interests of investors
and stakeholders.

One of the critical characteristics of these reg-
ulations is the emphasis on board independence in
actual practices. To address the agenda of promoting
corporate governance, the Taiwan government has
revised several legal acts and rules, including the
Company Act and the Securities and Exchange Act.

Hong Kong regulators implemented several
policy regulation rules and development concepts:
Green and Sustainable Finance Strategy (2020),
Hong Kong Monetary Authority (HKMA) - Com-
mon Assessment Framework on Green Sustainable
Banking (2020), and Hong Kong Securities and Fu-
tures Commission (SFC) - published a compilation
of approved ESG funds (2020).

The results of the implemented regulations in
the region manifest in the form of growing sustain-
able investment: products on environmental pro-
tection, renewable energy, green transport, and low
carbon production.

Table 5 — Drivers influenced ESG in Latin America

Latin America

funds in Mexico to incorpo-
rate ESG factors

change
about ESG disclosure

Policy and regulatory Industry Customer Market
The implementation of reg- | The public Declaration | 80% of countries report- | 70.8% of the firms have
ulations requiring pension | for the Mexican Stock Ex- | ed that they were unfamil- | already been engaged

listed companies

iar with the B Lab system | to undertake projects
that are either related to

ESG

Norm 276 for implementation
of regulations requiring pen-
sion funds in Chile to incorpo-
rate ESG and Climate change
factors (2022)

mented ESG principles

The Norm 007 for implemen-
tation of regulations requiring
pension funds and insurance
companies in Colombia to
incorporate ESG and Climate
risk factors

Ten companies from vari-
ous industries have imple-

ESG offerings are now
available to retail cus-
tomers in Brazil, Mexico,
Chile, and Colombia

79.1%, have integrat-
ed ESG initiatives into
their management prac-
tices

79.8% of the firms are
engaged in discussions
regarding ESG activity
and opportunities

Organization

No specific organization, the Principles for Responsible Investment

Note — compiled by the authors, source (www.ibanet.org)
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Latin American countries, such as Mexico,
Chile and Colombia have gained initiatives for ESG
promotion in the region. The drivers that have influ-
enced Environmental, Social, and Governance prac-
tices in Latin America are multifaceted and varied.
They include factors such as regulatory frameworks,
stakeholder pressure, market demands, and interna-
tional norms and standards. Regulatory frameworks
have played a crucial role in driving ESG practices
in Latin America. Government policies and regula-
tions have been established that require companies
to disclose their ESG performance and adhere to
certain sustainability standards. Additionally, stake-
holder pressure has been influential in driving ESG
practices. Consumers, investors, and communities
increasingly demand that companies be transparent
about their environmental and social impact, lead-
ing businesses to adopt ESG practices to meet these
expectations and maintain their reputation. Further-
more, market demands have also played a signifi-
cant role in shaping ESG practices in Latin America.
As consumers become more aware of environmen-
tal and social issues, they are seeking out companies
that align with their values and preferences. As a re-
sult, companies are being motivated to adopt ESG
practices in order to attract and retain customers.

Norms in the regulative and legislative frame-
work are directed to ESG and climate risk factors
for pension funds (Norm 276 in Chile, Norm 007 in
Colombia). As a result about ten companies in the
region implemented ESG principles. However, the
region has no specific organization or strategy for
the Responsible or sustainable Investment Princi-
ples. According to the official data, more than 79%
of the businesses integrated ISG in the management
and nearly 80% are under the discussion of the en-
gagement of ESG in the activity.

ESG indexes are a tool that investors and fi-
nancial institutions are increasingly utilizing. These
indexes provide a comprehensive framework for as-
sessing companies’ performance and risk in terms
of environmental, social, and governance criteria.
By incorporating ESG factors into investment deci-
sions, investors are able to consider not only finan-
cial performance but also the impact that companies
have on the environment and society (Chen et al.,
2022).

ESG indexes serve several purposes in the in-
vestment decision-making process. Firstly, they pro-
vide a standardized and consistent set of criteria for
evaluating companies’ ESG performance.

This allows investors to compare companies
within the same industry or across different sectors,
providing a holistic view of their sustainability prac-
tices. Additionally, ESG indexes provide transpar-
ency and accountability for companies. By publicly
disclosing their ESG scores and rankings, compa-
nies are motivated to improve their sustainability
performance in order to attract and retain investors.
Furthermore, ESG indexes serve as a risk manage-
ment tool.

The Index Comparison table, created by the
authors, provides a comprehensive overview and
analysis of four key sustainability indices: the S&P
ESG index, the Nasdaq-100 ESG index, the MSCI
KLD 400 Social index, and the FTSE US All Cap
Choice Index. These indices aim to evaluate the sus-
tainability performance of companies within their
respective markets and provide investors with op-
portunities to invest in environmentally and social-
ly responsible companies. The S&P ESG index is a
comprehensive, market-capitalization-weighted in-
dex that focuses on specific sustainability standards
within the S&P 500 index.

Table 6 - ESG index methodologies

Characteristics

S&P ESG index

Nastag-100 ESG index

MSCI KLD 400
Social Index

FTSE US All Cap
choice index

Description

comprehensive,
market-capitaliza-
tion-weighted  index;
aims to evaluate the re-
turns of stocks for spe-
cific sustainability stan-
dards within the S&P
500 index

adhere to distinct environ-
mental, social, and gover-
nance parameters are as-
sessed and prioritized based
on operational practices, eth-
ical concerns, and ESG Risk
Ratings

offers opportuni-
ties to invest in
companies that
possess exception-
al Environmental,
Social and Gover-
nance evaluations

market cap-weighted
index, designed for
investors by cancel-
ling the selection

of companies based
on their behavior or
products in specific
sectors

Investments
amount

307

96

402

1000
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ESG criteria

Exclusion: tobacco coal,
weapons industries;
under 5% of UNGC
ranking; under 25%

of GICs group’s ESG
scores

Prohibition of gambling, al-
cohol and tobacco weapons,
oil-gas, and nuclear power;
Compliance with the
UNGC; ESG Risk Rating
Score

Screening covers:
gambling, alcohol
and tobacco
weapons, oil - gas,
nuclear power;
adult entertain-
ment, thermal

Screening covers:
Non-Renewable
Energy

Vice Products
Weapons
Controversies by
UNGC

Coal Power Diversity practices
First launched | 2019 2021 1990 2018
Methods Methodology based on | Modified market capital- Index of mar- Methodology
exclusion firms from ization-weighted method- ket capitaliza- based on total
S&P 500 ology tion adjusted return and price
Float-adjusted market for free float
capitalization (FMC)

Note — Compiled by the authors, sources: (www.indexes.nasdagomx.com; www.spglobal.com; www.msci.com;

www.ftserussell.com)

It excludes companies involved in tobacco,
coal, and weapons industries and incorporates rank-
ings from the United Nations Global Compact and
ESG scores from the Global Industry Classification
Standard. The Nasdag-100 ESG index, on the oth-
er hand, adheres to distinct environmental, social,
and governance parameters. It evaluates compa-
nies based on their operational practices, ethical
concerns, and ESG Risk Ratings. The MSCI KLD
400 Social index offers opportunities for investors
to allocate their funds to companies that have ex-
ceptional Environmental, Social, and Governance
evaluations. These evaluations cover a wide range
of criteria, including screening for companies in-
volved in gambling, alcohol, tobacco, weapons,
non-renewable energy, and other controversial sec-
tors. Lastly, the FTSE US All Cap Choice index is
a market cap-weighted index that selects companies
based on their behavior or products in specific sec-
tors. It aims to exclude companies involved in sec-
tors such as gambling, alcohol, tobacco, weapons,
oil and gas, nuclear power, and adult entertainment.
These indices help investors align their investments
with their values and provide a means to track the
performance of sustainable companies in the mar-
ket. In addition to the four indices discussed in the
Index Comparison, several other renowned sustain-
ability indices are available in the market.

From the side of the index developers used
matrix for ESG indexing, it must be mentioned that
indexes are indicated for corporations and financial
institutions and do not include indexation for all
countries. Nowadays, most corporations and institu-
tions are international, making it impossible to indi-
cate the territorial affiliation of the company.

104

Kazakhstan on the way of ESG principles im-
plementation.

There is an increase in institutional support for
the development of sustainable finance in Kazakh-
stan:

1. A new Environmental Code was adopt-
ed, providing for the dissemination of “green” in-
vestments based on the use of “green” bonds and
“green” loans in January 2021.

2.The Decree of the Government of the Re-
public of Kazakhstan No. 996 approved a green tax-
onomy for the classification of green projects to be
financed through green bonds and loans at the end
of 2021.

3. The concepts of “green” projects and “green”
taxonomy were introduced into the state program
“Business Roadmap — 2025”. The Government De-
cree No. 736 of 13.10.2021 subsidised the interest
rate on loans for implementing “green” projects and
the coupon rate on “green” bonds.

4. A Strategy for Achieving Carbon Neutrality
until 2060 was adopted, providing comprehensive
decarbonization measures in various industries and
emphasising the need to update production process-
es at the beginning of 2023. By 2030, 10 billion US
dollars will need to be invested, and by 2060 - the
remaining 600 billion US dollars. It will be aimed
at the development of low-carbon technologies in
critical sectors such as energy, industry, transport,
agriculture and building construction to achieve
“clean zero”.
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Table 7 - Kazakhstan’s carbon neutrality strategy’s directions by sector

Sector

The main directions of Kazakhstan’s carbon neutrality strategy

Energy indus-
try

* Decarbonization of primary energy supplies
* Decarbonization of electric and thermal energy production
* Decarbonization and highly efficient use of energy

alternative materials
Industry
as the primary source of emissions

* Reducing the consumption of primary materials by improving product design and using
* Increasing the volume of waste processing to reduce the need for processing raw materials

* Introduction of new zero-emission production technologies

*Reducing the need for car trips

Transport « Shift towards alternative fuels

* Improving urban planning and mobility

Agribusiness

* Sustainable agriculture and livestock management
» Improvement of irrigation system
* Sustainable forest management and reforestation

Building * Energy efficiency

* Transition to heating and energy supply based on renewable energy sources

Following the Environmental Code, Kazakh-
stan has introduced the Kazakhstan Unit Trading
System based on the “Cap and Trade” principle. The
main objective of this system is to systematically re-
duce greenhouse gas emissions using market meth-
ods to stimulate market participants. The primary
industries covered by the emissions trading system
are electric power industry, oil and gas industry,
mining industry, manufacturing industry, chemical
industry, and metallurgy.

5. The Agency for Regulation and Develop-
ment of the Financial Market of the Republic of
Kazakhstan approved a Roadmap for implementing
ESG principles for the Kazakh financial sector at the
beginning of 2023. It contains step-by-step plans for
the next three years. In particular, the objectives of
financial market regulation for the implementation
of ESG principles have been clarified:

- the ESG risks exposure information Disclo-
sure by financial institutions;

- the ESG risk management and the carbon
footprint of the loan portfolio assessment;

- Implementation of ESG principles in the
risk management system and corporate governance;

- the ESG risks monitoring and integration
into the supervision system.

6. Along with activating Kazakhstan’s stock
markets to attract sustainable investments, measures
are being implemented to introduce ESG practices
in the banking sector.

The first issue of “green” bonds was placed by
JSC “Development Bank of Kazakhstan™ on the site
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of the Kazakhstan Stock Exchange, with a volume
of 10 billion tenge in March 2023. The European
Bank for Reconstruction and Development provided
financing of up to 150 million US dollars to financial
institutions participating in the Kazakhstan Green
Economy Financing Facility Il (GEFF Kazakhstan
II) project for lending to small and medium-sized
businesses and individuals for developing the local
market of “green” technologies, reduce the risks of
climate change, and spread circular businesses and
promoting gender equality.

Banks can achieve significant decarbonization
in relation to their activities related to energy con-
sumption and transport use. However, the primary
influence of a commercial bank on the decarbon-
ization of the economy lies in indirect emissions:
in connection with the provision of financial, insur-
ance and other services to companies in the real sec-
tor of the economy, which is directly responsible for
direct GHG emissions. By responsibly using these
tools, by strategically redistributing capital from
carbon-intensive projects in favor of activities that
contribute to accelerating decarbonization, banks
are able to directly influence the speed at which
the world economy achieves the goals of the Paris
Agreement on Combating Climate Change.

Comply with the world’s leading practices and
expectations of the Regulator of the Republic of Ka-
zakhstan:

» Conducting ESG diagnostics, developing
a roadmap and assessing the Bank’s impact (Basic
level):
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- Development of a plan for quick wins — tar-
geted ESG KPlIs;

- Self-impact assessment and USP assess-
ment;

- Building an ESG aspects management sys-
tem;

- Implementation of ESG principles in the
risk management system and corporate governance.

= Development of approaches and tools for
Responsible Financing Principles, ESG-scoring of
Bank borrowers, which includes comprehensive
ESG transformation of the Bank for full compliance
with the requirements of the regulator in the long
term and automation of processes and data in the
field of ESG, for the collection, consolidation and
management of ESG data for reporting according to
international standards, carbon footprint assessment
and climate stress testing.

» Development of Climate strategy, scenario
modelling and climate stress testing.

Thus, in sustainable finance development and
integration of ESG principles in the financial sec-
tor on the beginning stage financial institutions have
started adding their plans to promote sustainable
investments and ESG movement in the form of re-
ports. However, it is too early to talk about actual
results. For effective dissemination of the process
and further implementation of national sustainable
finance development goals, it is necessary to use the
best international practices.

Establishing a comprehensive and well-defined
roadmap is essential for implementing sustainable
finance strategies, encompassing the integration of
ESG principles within financial institutions. This
program aims to enhance both funding opportuni-
ties and these establishments’ long-term viability
and competitiveness.

Conclusion

Summing the review of the development of
sustainable finance in advanced countries in this di-
rection, despite the existing national peculiarities of
their practices, common key trends can be noted.

- A purposeful and consistent state policy be-
ing implemented to disseminate sustainable finance
and promote the integration of ESG principles at
the level of financial institutions, corporations and
investors, reflected in the relevant strategic policy
documents in the studied countries.

- Despite the cross-country differences in em-
phasis on the implementation of sustainable finance
and the responsible financial institutions and funds
for the realization, a legislative framework is being
developed that contributes to the expansion of the
range of financial instruments used on ESG princi-
ples in the countries studied in this paper.
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- In order to unify global standards for sustain-
able finance implementation in the studied coun-
tries, the adaptation of international index methods
for assessing ESG principles continues, considering
socio-economic, environmental and institutional
features.

- The commitment of the countries to informa-
tion and best practices shared network has contrib-
uted to a significant global diffusion of sustainable
finance.

- From the point of view of Kazakhstan’s pros-
pects for the further development of sustainable
finance, an important role will be played by dis-
tributed stock market instruments that will allow
the efficient allocation of “green” Investments, pro-
viding transparency of transmission mechanisms of
these resources to the real sector of the economy.

Taking into consideration the raw material spe-
cifics of the national economy of Kazakhstan, the
deterioration of atmospheric air in large cities, the
increasing shortage of water and the aggravation of
other environmental threats, at this stage a Roadmap
for the development of sustainable finance with pri-
oritization of sectors and industries of the economy
is required. In this context, the creation of an ETF
fund to strengthen the risk management system and
prevent threats of an environmental and social na-
ture seems to be a promising direction.
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