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Responsible Research is an independent provider of sectoral and thematic Asian environment, social
and governance (ESG) research, targeted at global institutional investors. Many of these fund managers
and asset owners now find that traditional investment banking reports, financial models and public
information sources can no longer be relied on to cover all risks to earnings and deliver superior
returns. Companies who do not monitor and report on this ‘non-financial’ performance not only risk
financial penalties for non-compliance with stricter regulatory environments but are also denied access
to substantial pools of global capital which are managed according to sustainable principles.

Our approach is based on analysis of material ESG factors, which change according to sector and
market. We provide our clients with local market knowledge of important regulatory landscapes in
Asia, along with a fresh perspective on local operational and sectoral issues. We offer an annual
subscription model for our monthly sectoral or thematic reports and give our clients access to the
underlying data. Reports can also be commissioned (by investors or foundations) and kept for internal
use or be offered for general distribution, as part of a general effort to promote ESG integration into
the Asian investment process. Our analysts conduct seminars and webinars to discuss findings, often
with contributions from experts, companies and policy-makers.

Responsible Research was founded in 2008 by our Board who have been instrumental in promoting
Corporate Social Responsibility (CSR) and SRI practices in Asia for over 10 years and have significant
experience in the region’s emerging investment markets. This team of five works in collaboration with
our full time Asian-based responsible investment analysts and the Responsible Research Alliance, a
group of consultants with subject matter expertise. Together they provide a valuable balance of market
and ESG knowledge, academic rigour, process management, data management, customer relationship
management and senior level contacts.

Many of our clients are signatories to the UN backed Principles of Responsible Investment (PRI), an
investor initiative. As signatories they commit to incorporate ESG issues into their investment analysis
and to support the development of ESG tools, metrics and methodologies. As a signatory to the PRI
we voluntarily contribute time and resources to the Emerging Markets Disclosure Project and other
collaborative initiatives. Responsible Research is also a strong supporter of independence in research,
without which conflict and bias can deliver investment risk. The company is one of the founding
members of the Asian Association of Independent Research Providers and also of the Asian Water
Project.
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EXECUTIVE SUMMARY

This report provides an overview of environmental, social and governance (ESG)
issues surrounding the airline industry in Asia. The issues that we highlight are
those we view as the most material to companies and which pose the biggest
threats to the operations of the companies, their brands, reputation and profitability.
Responsible airlines will be monitoring, measuring and reporting on the impacts
and risks that these issues pose to themselves and their investors.

The issues identified in this report are discussed in parallel with an analysis of the
disclosure by the airlines on ESG related issues. We undertake a scoring analysis
and ranking of the region’s 24 listed companies in the sector on the basis of their
Sustainability and CSR reports and other disclosure.

Recent trends such as the growth of low cost airlines and the potential environmental
challenges associated with this development are discussed. Key regulations,
legislation and incentives in the region are identified and analysed in terms of how
they affect the operation and business of the airline industry.

The company scoring reveals that many airlines in the region have systems in place to
deal with business issues related to the environment, labour, corporate governance
and economic performance. Disclosure on social issues, human rights and product
responsibility tends to be weak, as does reporting on key sector specific issues not
covered in reporting guidelines such as the Global Reporting Initiative. These key
issues include the European Emissions Trading Scheme, biofuels, decommissioning
of planes, landing techniques, land use (e.g. at airports), discrimination due to age,
gender, physical appearance, and fair operating practices.

Cathay Pacific emerges as the leading company in the region when it comes to
disclosure on ESG issues. The company demonstrates impressive reporting and
communications strategies in the majority of indicator areas covered in this
analysis. Korean Air and Asiana Airlines (also Korean) come in second and third
place respectively.

The aviation industry in Asia is undergoing fundamental changes driven by market
liberalisation, changing business models and stronger competition by low cost
carriers, and in some parts of the region slowly diminishing political intervention
into the management of national or quasi state owned airlines. Airlines are also
going to be significantly impacted by climate change and other environmental risks.
There is a need for them to engage on these issues if they are to maintain the trust
of stakeholders and avoid more damaging regulations.

Employment practices are highly variable across airlines in the region. Accusations
of gender bias and recruitment of staff on the basis of personal characteristics
rather than ability to do the job abound. Recruitment and retention in a marketplace
where a new ‘battle for talent’ is emerging and where, in some places, birth rates
are decreasing is going to be a key determinant of profitability.

Safety and security remains a huge issue for the industry. Ensuring the safety of
passengers and their well-being during flight is an area of concern. There are also
major concerns relating to the way that companies are governed and the extent to
which companies operate in a truly competitive environment.

Disclosure on the economic impacts of aviation and on the governance of companies
is relatively strong in the region. Most companies provide significant information on
their economic contributions and their governance structures. Labour issues and
environmental indicators are less well disclosed even though this report highlights
that these areas are very much linked to some of the key risks for companies and
their investors in this industry.

Investors will already acknowledge that the airline industry is challenged by
relatively low profitability and is highly susceptible to economic disturbances. But
there is now a growing recognition that the brands and reputations associated with
many of the players in the region are likely to be inextricably linked to many of the
issues highlighted in this report. Those that are transparent and can respond to the
issues via their differing disclosure vehicles are set to gain a competitive advantage
through their non-financial performance.
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TERMS AND CONDITIONS
AND DISCLAIMER

This publication/communication is subject to the following terms and conditions of use. The
information provided herein should not be viewed as an offering or solicitation to sell. None of the
information contained herein has been approved in any jurisdiction.

Responsible Research Pte Ltd has produced this publication/communication for private circulation
to professional clients only. It is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation or which would subject
Responsible Research or its affiliates to any registration or licensing requirement within such
jurisdiction.

The content found in this publication/communication is proprietary to Responsible Research Pte
Ltd and is provided solely for your personal and non-commercial use. You agree that you will
not use this publication/communication for any purpose that is unlawful and that you will not
reproduce the publication/communication or redistribute it outside your organisation, or place it
on a website for public access without the express written permission of Responsible Research Pte
Ltd. Responsible Research Pte Ltd owns the copyright of all original contents of this publication/
communication and has endeavoured to credit sources wherever possible.

All information and statistical data herein have been obtained from sources we believe to be
reliable. Such information has not been independently verified and we make no representation or
warranty as to its accuracy, completeness or correctness. Any opinions or estimates herein reflect
the judgment of Responsible Research Pte Ltd at the date of this publication/ communication
and are subject to change at any time without notice. The material and information contained in
this publication/communication has been produced and collated by Responsible Research Pte Ltd
with the benefit of information currently available to it. All reasonable efforts have been made to
ensure the accuracy of the contents of the pages of the publication/communication at the time of
preparation.

The material is for general information only and nothing in it constitutes professional advice, or
any binding commitment upon Responsible Research Pte Ltd. Notwithstanding the efforts made
by Responsible Research Pte Ltd to ensure the accuracy of the content, Responsible Research Pte
Ltd disclaims any responsibility or liability in respect to any use of the content, and Responsible
Research Pte Ltd does not warrant or guarantee the adequacy, accuracy or completeness of any
information herein or that such information has been delivered in a timely or complete form.
Responsible Research Pte Ltd makes no representation or warranty, whether express or implied, of
any kind with respect to the publication/communication and its contents, information and materials.
The information in this publication/communication is provided “as is”. Responsible Research Pte
Ltd disclaims all warranties express or implied, and any liability for losses or damages that may
be directly or indirectly sustained by anyone who obtains access to the material contained in the
publication/communication.

This is not a solicitation or any offer to buy or sell. This publication/communication is for information
purposes only and is not intended to provide professional, investment or any other type of advice
or recommendation and does not take into account the particular investment objectives, financial
situation or needs of individual recipients. Before acting on any information in this publication/
communication, you should consider whether it is suitable for your particular circumstances and,
if appropriate, seek professional advice, including tax advice. Responsible Research Pte Ltd does
not accept any responsibility and cannot be held liable for any person’s use of or reliance on the
information and opinions contained herein.

To the extent permitted by applicable securities laws and regulations, Responsible Research Pte
Ltd accepts no liability whatsoever for any direct or consequential loss arising from the use of this
publication/communication or its contents.

By accessing the information contained in this publication/communication you agree that this
exclusion of liability is comprehensive and applies to all damages of any kind including without
limitation direct, indirect, compensatory, special, multiple, incidental, punitive and consequential.

Past performance is not necessarily indicative of future performance of any company’s performance
on Environment, Social and Governance criteria.
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Responsible Research is an independent provider of sectoral and
thematic Asian environment, social and governance (ESG) research,
for global institutional investors.




