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MESSAGE FROM OUR CEO 

 
It is with great enthusiasm that JK Capital presents our second Stewardship 

Report. Over the past year, we have expanded our ESG research coverage to 

encompass not only portfolio companies but also a significant portion of our 

watchlist. Moreover, we have meticulously reviewed every proxy vote through 

an ESG lens, ensuring our advocacy aligns with our emphasis on superior 

governance performance. 

 

Despite the prevailing challenges, JK Capital has ramped up its stewardship 

efforts through both collaborative and individual engagements on a wide 

spectrum of ESG issues, ranging from emission reduction and labor practices 

to gender diversity, corporate governance, disclosure, and regulatory 

compliance. 

 

As ESG regulations undergo a significant overhaul, particularly in addressing 

greenwashing concerns, JK Capital remains at the forefront of transparency. 

We have fully aligned with the Hong Kong Securities and Futures 

Commission’s climate-related risks disclosure and management framework 

and the EU’s Sustainable Finance Disclosure Regulation (SFDR) for Article 8 

funds. This steadfast commitment to compliance stands in stark contrast to a 

notable decline in SFDR designation among peer funds amidst heightened 

regulatory scrutiny. 

 

Our Stewardship Report serves as a testament to our unwavering dedication to 

corporate engagement, stakeholder transparency, community involvement, 

and the overarching goal of delivering superior returns through our products. 

On behalf of JK Capital, I sincerely hope this report provides valuable insights 

into the pivotal role our investment stewardship plays in risk mitigation and 

sustainable long-term returns for our clients. I deeply appreciate your ongoing 

feedback, trust, and confidence in our endeavors to forge a responsible and 

successful investment journey together. 

 

Fabrice Jacob 

CEO 
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ABOUT US 

 
JK Capital Management Limited is an asset management company set up in 

Hong Kong in 1997. By specialising in high-conviction, absolute return, long-

only portfolio management, our firm invests in securities – listed equities and 

fixed income – across Asia and offers a range of equity and fixed income SICAV 

retail mutual funds that are distributed throughout Europe, in addition to a 

US-registered Limited Partnership aimed at US institutional investors and US 

family offices. 

 
MISSION 
  

JK Capital Management Limited’s mission is to deliver superior absolute 

returns with low volatility for our clients over the long term. Within this 

framework, we pledge to: 

• Provide full transparency of our portfolios 

• Maintain a controlled risk environment 

• Keep a permanent dialogue with our clients 

 
COMPETITIVE EDGE 
  

Our competitive edge lies with our 25+ years of track record under the same 

leadership. Our China equity fund set up in 1998 and our Asia equity Limited 

Partnership set up in 1994 are among the oldest ones available on the market. 

 

We differentiate ourselves by running non-benchmarked concentrated 

portfolios of high-conviction names, resulting in a very low portfolio turnover. 

The crux of our investment approach is a thorough on-the-ground due 

diligence process, of which corporate governance has always been the starting 

point of our work. Our sustainable investing efforts are vital to helping clients 

achieve their investment objectives, and we enhance and protect long-term 

stakeholder value by considering the impact of material environmental, social 

and governance (ESG) factors on investment risk, opportunities and 

performance. 
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ENGAGEMENT IN 2022 
 

As a long-term investor with nearly three decades of experience managing 

dedicated Asian strategies, we have consistently focused on engagement with 

companies in our portfolio. We endeavour to deliver positive social and 

environmental impacts by improving the ESG performance of companies in 

our portfolios. Respectful of diverse regional and company-specific 

characteristics, we adopted a tailored approach to effectively engage with 

companies through both collective engagement networks and one-on-one 

discussions. 

 
COLLECTIVE ENGAGEMENT  
 

In 2022, JK Capital continued to drive its collective engagement efforts as we 

seek to further promote the level of disclosure on climate change and other 

ESG issues made by publicly listed companies and bond issuers within our 

investment universe.  

 

As a long-term supporter of responsible investment, JK Capital recognises the 

importance of leveraging external resources through relationship-building and 

active participation with global collaborative networks that specialise in 

different ESG topics. As early as 2017, we became one of the very first firms in 

Asia to join the United Nations Principles for Responsible Investment 

(UNPRI) as a signatory. In 2018, to address the gender inequality issue which 

is rather prevalent in Asia compared to developed markets, we became an 

active member of the Hong Kong 30% Club (previously Board Diversity HK) 

which advocates gender diversity among board members of Hong Kong-listed 

companies.  

 
Active participation in these global ESG initiatives has proved to be 

exceptionally mutually beneficial and rewarding as it significantly deepened 

the breadth and depth of our engagement with investee companies. For the 

CDP Non-Disclosure Campaign in 2022, which offered investors the 

opportunity to actively engage with companies that have received the CDP 

disclosure request on behalf of investors but have not provided a response, JK 

Capital took part in leading the engagement efforts on 9 portfolio companies 

within our equity and fixed-income portfolios to actively participate in the 

campaign.  
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Board Diversity 

  

Since 2018, JK Capital has been an active member of the Hong Kong Board 

Diversity initiative (now 30% Club Hong Kong Chapter) as we are deeply 

convinced that gender diversity on boards fosters better leadership, and better 

corporate governance and ultimately increases corporate performance and 

global competitiveness for companies. 

 

On a regular basis, the investment team carefully reviews changes in the board 

composition of portfolio companies with special attention to female 

representation on boards. We frequently incorporate such information when 

engaging with companies to raise their awareness of gender equality.  

 

As of the end of 2022, the vast majority of companies in our equity portfolios 

have one or more women on their boards. Supported by the Hong Kong Board 

Diversity Initiative, in 2022 we participated in the process of drafting a letter 

to Hang Seng Index constituent companies whose boards were still lacking 

gender diversity.  

 

With the Hong Kong Stock Exchange (HKEx) having adopted a Listing Rules 
amendment to end “single gender” boards by 2024, we are glad to observe that 
the number of boards without female representation is gradually shrinking in 
Hong Kong.  
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INDIVIDUAL COMPANY ENGAGEMENT 
  

At JK Capital, the five interconnected pillars of ESG integration (Negative 

Screening, Materiality Analysis, ESG Picture and its Trajectory, Governance 

Emphasis and Active Engagement) have been fully integrated into our 

thorough due diligence process. The investment team constantly engages and 

communicates with companies on various ESG issues, such as climate change, 

energy consumption, waste disposal, water stress, gender diversity, human 

rights, occupational safety, anti-corruption and connected transactions, etc. 

Rather than seeing these ESG-related issues as standalone, we tend to view 

them as an integral part of our fundamental analysis when making investments 

and portfolio management decisions.    

 

Throughout 2022, we engaged with more than 600 companies over 1,200 

meetings. During these interactions, the investment team consistently raised 

discussions on a wide range of ESG-related topics, leveraging findings from 

both in-house fundamental analysis and ESG materiality analysis. These 

conversations often led to subsequent rounds of in-depth follow-up 

discussions through various communication channels, aimed at collecting 

sufficient information to feed into our decision-making processes. 

 

Drawing insights from our proprietary ESG materiality analysis, our team 

actively initiates conversations with portfolio companies to address company-

specific concerns. Through a joint effort involving our dedicated ESG team and 

investment team, we compile a PDF document tailored to each portfolio 

company, featuring detailed queries and encompassing more than 100 ESG 

data points. This document is then used as the starting point for initiating in-

depth ESG discussions with our portfolio companies.  

 

At JK Capital, our dedication to enhancing the ESG performance of portfolio 

companies is also underscored by our commitment to knowledge-sharing. As 

an integral component of our engagement strategy, we routinely dispatch the 

most recent ESG-related insights, including regulatory updates and articles 

covering specific ESG-specific topics, curated by our specialised ESG team. 

This regular communication serves to maintain an ongoing ESG dialogue and 

ensures that portfolio companies remain well-informed about the latest 

developments in the ESG field. 
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Case Study: Zijin Mining (2899.HK) 
 
Our engagement with Zijin Mining began even before the company was 
added to our equity portfolios. Understanding the potential negative ESG 
headlines and controversies in the mining sector, we decided to conduct our 
ESG due diligence earlier in the investment process.   
 
At the time of evaluating the company’s ESG performance, the 
environmental and social concerns regarding its Porgera Gold Mine came to 
our attention. In particular, the riverine tailings disposal methods that were 
used in the project have been criticised by environmentalists. After several 
rounds of conversations with the company on this issue, we came to the 
understanding that although the current method of releasing tailings and 
erodible rock into the nearby Porgera River is not a preferred method, it is 
the best available option in this particular site since the area is prone to heavy 
rain and earthquakes, which means a traditional tailings impoundment 
would be at very high risk of collapse. As for water quality and safety, the 
naturally high sediment loads in the Porgera River always prevented it from 
being a source of drinking water, with or without the tailings from the 
project.  
 
During the conversation, the company candidly expressed that the 
environmental and social concerns raised are more political than anything 
else. Regardless of the local water quality and politically driven accusations, 
the company is committed to managing and minimising the risks associated 
with riverine disposal by undergoing a two-stage treatment process to 
comply with stringent discharge criteria.  
 
Our ESG team also made a number of suggestions to the company with a 
primary focus on disclosure quality, which were promptly implemented in its 
subsequent filings. This partially contributed to the upgrade of its MSCI ESG 
rating recently.  
 
Zijin Mining’s efforts and willingness to communicate in this particular 
matter has again demonstrated the quality of its management team, which 
we believe is the key to being successful in such a challenging sector, and also 
one of the very important reasons why we invested in the company in the first 
place. 
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PROXY VOTING 
 
Our steadfast commitment to nurturing robust corporate governance and 
enhancing ESG performance hinges on actively participating in AGMs and 
EGMs, where we exercise our shareholder rights. Through exercising our 
voting rights, we endeavour to facilitate constructive conversations between 
board members, senior executives and minority shareholders, recognizing that 
proactive engagement in addressing management decisions has demonstrated 
a positive correlation with improved business efficiency. 

 

PROXY VOTING POLICY 
 

For proxy voting, JK Capital follows a principle-based and rule-based approach 

to provide analysts with clear guidance in the following 5 categories and 20 

sub-categories of voting items:  

• Boards and Directors  

• Auditors and Audit-related issues  

• Remuneration Practices  

• Shareholders Rights/Protection  

• Capital Structure 

In our ongoing efforts to advance the integration of ESG factors into the proxy 

voting process, JK Capital has introduced a rigorous "dual-check" internal 

system. Under this mechanism, every ballot undergoes a comprehensive 

evaluation by both our equity and ESG teams, and the recommendations from 

each team are documented separately. This heightened level of scrutiny in 

proxy voting underscores our deep understanding of the Asian market and, 

more significantly, our growing emphasis on fostering corporate governance 

and improving ESG performance. 

 
FIXED-INCOME VOTING 
 

In the realm of fixed-income investments, although our role as an investment 

manager doesn't entail ownership of the company, there are instances where 

we are called upon to participate in voting on specific corporate actions that 

directly impact our bond holdings. These corporate actions can take various 

forms; at times, they pertain to the activation of pre-existing options within the 

security, such as early redemption options. On other occasions, they involve 

consent solicitations initiated by the issuer to propose alterations to the terms 

and conditions of the security, encompassing aspects like maturity, coupon 

rates, underlying securities, and covenants. In certain cases, these corporate 
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actions may even encompass decisions related to agreeing to an exchange into 

a new fixed-income security. 

 

The voting outcomes are determined by predefined acceptance thresholds 

outlined in the bond indenture. The granting of consent may or may not affect 

all security holders, depending on the specifics of the security, regardless of 

their individual voting decisions. In some instances, a consent solicitation may 

include a consent fee, offered to bondholders as compensation and incentive 

for their support of the proposal. 

 

At JK Capital, all decisions regarding fixed-income voting are carefully 

evaluated on a case-by-case basis, considering the implications and best 

interest for the fund and its investors in the long term. We do not adhere to a 

standardised policy due to the complex nature of fixed-income securities and 

the fact that each consent solicitation presents unique implications and risks. 

However, we proactively assess every corporate action. Voting responsibilities 

fall to the portfolio manager, and these decisions are made in a timely manner 

through our back office to ensure compliance with all deadlines. Detailed 

records of voting, including decisions to abstain or not vote, are diligently 

maintained. 

 
VOTING RECORD DISCLOSURE 
  

In 2022, JK Capital cast a total of 510 votes at 60 shareholder meetings of our 

equity portfolio companies, with an “against” ratio of 5.7%, compared to 1% in 

the previous year. The decrease in the number of resolutions voted was mainly 

due to the fewer number of EGMs held in 2022. On the fixed-income side, we 

participated in 52 corporate action events. The investment team regularly 

interacts with company management both before and following shareholder 

meetings, utilizing a range of communication channels, especially when we 

intend to vote against certain management proposals.  

 

 

Top Reasons for Voting Against in 2022 

• Director nomination 

• Executive compensation 

• ESOP with weak guidance

• Insufficient information disclosure 
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In the previous Stewardship Report, we discussed a set of policies aiming at 

holding independent directors accountable for negligence and wrongdoings in 

the China market.  As we believe that independent directors play a critical role 

in providing checks and balances within a company’s corporate governance 

structure, we further increased our efforts in evaluating the quality of 

independent directors. At shareholders meetings, we voted against several 

independent director nomination proposals for reasons such as candidates not 

equipped with the necessary background and knowledge, sitting on the board 

for too long, personal conflict of interests and lacking independence. Thanks 

to our proxy voting policy, the pre-and post-voting communication with 

portfolio companies has yielded meaningful results. 

 

In addition, a sizeable amount of “against” votes were due to insufficient 

information disclosure, which mostly took place in China, India and Korea. On 

several occasions, portfolio companies were found not disclosing enough 

information prior to shareholders meetings. After communicating with our 

portfolio companies on such an issue, some of them promptly responded to our 

inquiry and remediated the situation.  
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CLIMATE ACTIONS  
 

Despite the broad topic of ESG and climate change becoming highly political 

and polarised in 2022, as a firm believer in sustainable investment the team at 

JK Capital continued to carry out its efforts in engaging with portfolio 

companies on climate-related actions and analyzing their performance.  

 
OVERALL CLIMATE-RELATED STRATEGY 
 

As we view decarbonisation efforts as one of the most critical elements for 

incorporating climate-related risks into our investment management 

strategies, JK Capital continued to refine its proprietary approach to monitor, 

assess and evaluate the emission performance of our portfolio companies.  

 
Adopting a proprietary Greenhouse gas (“GHG”) emissions analysis approach 
to systematically assess the carbon intensity and decarbonisation efforts of our 
portfolio companies, the dedicated ESG team at JK Capital monitors the 
following GHG emissions metrics that align with the TCFD recommendations:  

• Total Carbon Emissions  
• Carbon Footprint  
• Weighted Average Carbon Intensity (WACI) 
• Carbon Intensity  

 
In addition to the above quantitative measures and data from external data 

providers such as CDP and Bloomberg, qualitative assessments would also be 

conducted jointly by the investment team and ESG team to comprehensively 

examine the company’s decarbonisation efforts. 

 
STOCK LEVEL CARBON ANALYSIS 
  

For stock-level carbon analysis, the ESG team utilises the Total Carbon 

Emissions and Carbon Intensity metrics to closely monitor and assess portfolio 

companies’ level of carbon emissions, particularly for companies operating in 

energy-intensive sectors.  

 

For holdings within our equity portfolios, we classify each company under the 
four following groups:  

• Intense: Companies emit more than 1,000,000 tons of CO2 per 
year. These companies also tend to be the companies with the 
highest carbon intensity 

• Moderate: Companies emitting between 10,000 to 1,000,000 tons 
of CO2 per year 
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• Low: Companies emitting less than 10,000 tons of CO2 per year 
• NA: Companies without enough reliable emission data 

 
Below is an illustration of our total carbon emission analysis: 

 
Equity Strategy: Total carbon emission per company (in kt of CO2) 

 
Similar to our approach with total carbon emissions, we also classify 
companies into groups based on their carbon intensity (per revenue basis).  
 

 
Equity Strategy: Carbon intensity per company (in kt of CO2 / $m of revenues) 

 

Based on the overall emissions level and carbon intensity, the investment team 

will determine a specific course of action during the engagement process with 

individual portfolio companies. JK Capital customises its engagement strategy 

by integrating carbon intensity with additional details, including product mix, 

companies' decarbonization goals, regulatory requirements, and national net-

zero plans. This tailored approach enables us to effectively communicate with 

portfolio companies on climate actions. 

 

In particular, we pay closer attention to companies in the “high” carbon 

intensity group and those associated with sectors or regions that are currently 

under heavy environmental regulatory scrutiny. This analysis enables the 

portfolio managers to better understand both the operational and ESG 

performances of the company, as well as the company’s outlook. 
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Specifically, we focus primarily on those companies categorised as having 

"high" carbon intensity and those linked to sectors or regions currently facing 

rigorous environmental regulatory scrutiny. This thorough analysis allows 

portfolio managers to gain a deeper understanding of the company's 

operational and ESG performances, as well as the company's future outlook on 

decarbonisation.  

 

By integrating the carbon emission levels of each portfolio company and 

considering the regulatory requirements specific to their respective sectors and 

regions, the investment team performs climate-risk analysis on a regular basis. 

This analysis, which is aligned with the Task Force on Climate-related 

Financial Disclosures (TCFD) framework, enables the team to gain a more 

comprehensive understanding of the risk profile associated with each investee 

company. 

 

 
PORTFOLIO LEVEL CARBON ANALYSIS 
  

For carbon analysis at the portfolio level, our proprietary approach focuses on 

security weightings in perspective of their respective GHG intensity (in 

tCO2/$m of revenues) or, in the case of our fixed-income strategy, by country 

weighting and by sector weighting. 

GHG Intensity vs weight in the fixed income strategy (per sector) 
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The analysis and illustrations presented above provide portfolio managers with 

the tools to pinpoint the primary contributors to the carbon footprint within 

their portfolios. Integrating this detailed, micro-level analysis with broader 

portfolio-level metrics enables a thorough comprehension of the carbon-

related risks associated with our strategies. This in-depth analysis also 

facilitates our engagement with investee companies. 

 

As a positive development, our carbon analysis and engagement initiatives in 

2022 have prompted companies within our portfolios to heighten their 

awareness of the significance of decarbonization. This has resulted in an 

enhanced level of disclosure on the topic by these companies which also further 

enabled our portfolio managers to better position our portfolios in terms of 

carbon intensity.  

 

In 2022, the JKC China fund’s weighted average carbon intensity (WACI) 

dropped from 248 to 176.4, representing a 28.9% YoY reduction. During the 

same period, the JKC Asia fund’s WACI dropped from 218.1 to 120.2, 

representing an even greater YoY reduction of 44.9%. Mostly driven by 

extreme price volatility in the low-emitting portion of the portfolio, the WACI 

of the JKC Asia Bond 2025 fund increased 6.7% from 304.2 to 324.6.  

 

For more information related to our efforts on climate change, please refer to 

our ESG & CLIMATE RISK DISCLOSURE.  

 

  

https://jkcapitalmanagement.com/wp-content/uploads/2022/11/ESG-Climate-Risk-Disclosure-.pdf
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FIRMWIDE ESG EFFORTS 
 

The direct environment and social impacts of the asset management industry 

may be limited but the more substantial and lasting effects arise from the 

indirect consequences resulting from our investments. As we actively engage 

with portfolio companies to identify, assess and manage ESG-related risks and 

opportunities, JK Capital endeavours to adopt best internal practices within 

the asset management industry to set examples for our portfolio companies. In 

the past year, we have organised a range of activities focused on ESG, 

encompassing discussions, training sessions, and publications. These 

initiatives aim to enhance staff awareness and elevate our overall ESG 

performance across the firm. 

 
ESG DISCUSSIONS 
  

We firmly believe that fostering staff awareness of ESG issues is crucial for 

seamlessly integrating ESG considerations into our investment processes. The 

ESG team actively engages in daily discussions with both the equity and fixed-

income teams, delving into the latest ESG-related developments within our 

covered investment universes. At JK Capital, each equity analyst is required to 

conduct a comprehensive ESG materiality analysis in partnership with the ESG 

team for at least one company within their coverage every month. This practice 

serves as the cornerstone for our ongoing and proactive ESG engagement with 

companies. 

 
ESG TRAINING 
  

Facilitating knowledge sharing has played a pivotal role in enhancing our 

comprehension of ESG issues at JK Capital, both within our organization and 

beyond. Internally, our dedicated ESG team consistently organises ESG-

related CPT sessions and documentary events on a monthly basis. These events 

cover a diverse range of topics, including the carbon market, energy transition, 

natural resources, New Energy Vehicles, social justice, and corporate 

governance. Externally, our investment staff actively engage in ESG-related 

webinars and conferences hosted by brokers, research institutions, and other 

intermediaries. This two-fold approach ensures a comprehensive and up-to-

date understanding of ESG topics. 
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Global Energy Landscape CPT Training  
 
The Ukraine War does not doubt brought a tremendous amount of 
disruption to the global energy market, fundamentally shifting the ways in 
which different countries perceive energy security and sufficiently in an 
unprecedented manner.  
 
The “Global Energy Landscape CPT Training” was prepared jointly by 
members of our equity team and ESG team to deliver their findings on the 
impact of the Ukraine War on the global energy market, with a primary focus 
on India, China and Europe. In particular, the training focuses on how these 
3 energy market has changed in the past decade, especially during the post-
Ukraine war period.  
 
As JK Capital is exposed to the energy market both on the equity side as well 
as the fixed-income side, the training is aimed to provide our staff with 
insights on how different countries within our investment universe would 
likely to position themselves on gird investment, renewable energy 
deployment and energy security. 
 

 
WEEKLY ESG PUBLICATIONS 
  

JK Capital frequently produces ESG newsletters as a strategic means to engage 

effectively with our investors and stakeholders, providing insightful updates 

on the latest ESG developments in Asia. Through these newsletters, we provide 

firsthand insights and comprehensive coverage across various crucial areas, 

including regulatory policy updates, energy, environmental protection, raw 

materials, gender equality, and corporate governance. Our coverage of these 

topics includes China, India, Taiwan, Korea, and Indonesia. The consistent 

delivery of such information is designed to keep our investors and stakeholders 

thoroughly informed about the pivotal ESG trends that are shaping the 

landscape in these major markets across Asia. We strive to maintain a 

proactive and informed dialogue with our stakeholders to foster a deeper 

understanding of the evolving ESG dynamics in the region. 

 

To read our insights on various ESG topics, please visit our ESG Insights 

webpage. 

 

 

https://jkcapitalmanagement.com/esg-insights/
https://jkcapitalmanagement.com/esg-insights/
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RESPONSIBLE POLICY 
  

To deepen the integration of an ESG mindset within the organization and 

mitigate the environmental impact of our operations, JK Capital strictly 

adheres to the Firm Responsible Policy, detailing internal requirements in 

areas of energy conservation, material consumption, fuel consumption, 

recycling and social impacts. The primary objective of the policy is to manifest 

our dedication to responsible investing in our daily activities and underscore 

our commitment to sustainability and social responsibility. By adhering to the 

policy, we aim to actively demonstrate our role as a responsible investor and 

showcase our ongoing dedication to principles of environmental stewardship 

and social responsibility. 

 

As part of our Responsible Policy, JK Capital discloses information on our 

carbon emissions on an annual basis, consisting of emission data for Scope 1-

3.  

2022 Carbon Emission Breakdown 

 

 

 

 

 

  

https://jkcapitalmanagement.com/wp-content/uploads/2021/03/Responsible-Firm-Policy-Final-Version.pdf
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LOOKING FORWARD 

 
After the exponential increase in fund flows into ESG assets in 2021 globally, 

interest in ESG investing faded considerably due to the challenging macro 

environment, complex geopolitical tensions, and even political polarisation in 

certain parts of the world. Many of these global events including the invasion 

of Ukraine, China’s zero-Covid policy, global energy shortages and the cost-of-

living crisis have promoted rounds of internal discussions around what 

“transition” and “sustainable” means in practice, as these issues are likely to 

meaningfully shape the direction and pace of ESG investing adoption. 

Thanks to the unwavering support of our clients and investors, we continued 

to increase our stewardship efforts by further incorporating ESG 

considerations into our investment decision-making processes and 

strengthening engagements with portfolio companies. 

With improved disclosure and clarity of ESG in the investment process, we 

expect ESG investing to continue to adapt in 2023 as normalcy gradually 

returns to the market. Going forward, we remain fully committed to constantly 

refining and improving our ESG integration approach in our investment 

processes, with the ultimate aim of delivering superior and sustainable capital 

returns to our clients and investors. 


