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A profound shift was seen in the last year, investors began to recognize that
companies with strong environmental, social and governance practices outperformed
during the pandemic. This response resulted in a change in the way institutions
invest. The MSCI 2021 Global Institutional Investor Survey found that 79% of
investors in Asia-Pacific increased their ESG investments in response to the
pandemic. Kenanga Investors Berhad and its sustainability partner, Northern Trust
Asset Management answer some of the key questions facing Asian investors looking
to build both resilient and revenue-generating sustainable portfolios.

Why is sustainable investing becoming an
increasingly important topic?

The adoption of sustainable investing is growing, driven
by global investor sentiment that environmental, social
and governance (ESG) data and analytics can add to
investment performance. In Asia-Pacific, ESG assets
under management (AUM) in the institutional space
have grown on average more than 30% per annum over
the last five years, according to data from Broadridge,
mainly due to the strong inflows seen in 2020. In the
Asia-Pacific region, the demand for ESG solutions is
undeniably becoming more popular, especially with
numerous governments and their financial regulators set
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Northern Trust Asset Management, who cites, as
examples from among many in the region, the Monetary Authority of Singapore’s
US$2 billion green investment programme and the Financial Services Commission
of South Korea’s series of ESG and responsible investing initiatives.

How extensively is sustainable investing being adopted by Asian investors?

“For Northern Trust Asset Management in Asia-Pacific, our ESG AUM has grown
more than 60% in the last three years, while more than 65% of our assets contain
some ESG element,” McCareins points out. “And ESG investing in Asia is expected
to continue its strong growth momentum over the next five years, with countries like
Malaysia, Hong Kong, Singapore and South Korea leading.”

However, for most Asian investors their sustainability journeys are still in their early
adoption phase. Some investors, like sovereign wealth funds and public pension
funds in the region, have started their journeys by excluding controversial business
lines like tobacco or gambling, or by adopting passive investment strategies that track
ESG indices. Investors further down the pathway to ESG integration have set
quantifiable targets, like reducing their carbon exposure.

In the intermediary market, Ismitz Matthew De Alwis, executive director and chief
executive officer, Kenanga Investors Berhad, notes that “Local asset managers who
are interested to develop global sustainable investing capabilities, are looking for



global asset managers as potential partners not only for knowledge sharing, but to
also co-develop ESG solutions that meet their investors’ objectives and deliver
exceptional client experiences.

What are the risks and opportunity of sustainable
investing?

In spite of the growing number of tools and
capabilities that investors have today to facilitate
sustainability across passive, active and quantitative
investment capabilities, investor concern focuses on
risk. De Alwis says, “Certainly, the Covid-19
pandemic has illustrated the linkages between the
health of the global society and that of global
financial markets. Increasingly, investor thinking has
moved, beyond the historic way of viewing
sustainable investing as a means of just aligning
investments with values or ethical codes towards
one of seeing it as an opportunity to build more
resilient portfolios.” McCareins offers “Consistent
Managing Executive & with our vi_ew that investors should t_Je compensa‘;ed
Head of Asia Pacific, for the risks they take, we believe evaluating
Northern Trust Asset companies’ performance using ESG criteria
Management enhances our forward-looking view of risks and
opportunities. This analysis bolsters our ability to
future-proof portfolios with an aim to grow clients’ capital.
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Where can investors find the opportunity and performance in ESG investing?

“We believe material environmental, social and governance factors are pre-
financial indicators that can affect a company’s future financial viability and clients’
long-term risk-adjusted investment returns. When managed well, they can position
a company for success and when mismanaged, they can result in significant risks,”
says McCareins.

“From our perspective, sustainable investing does not automatically entail a
compromise on performance. The focus here must be on running due diligence
and identifying a strategy that aligns investors’ targeted performance objectives
with their values,” says McCareins.

“A well-designed ESG strategy can help manage risks around climate change, data
security and governance issues, control sector deviation and stock-specific risks,
and produce a more resilient portfolio,” De Alwis confirms, which was demonstrated
during the H1 2020 sell-off when ESG portfolios performed better overall relative
to non-ESG peers. “The pairing of risk premia factors like quality with ESG is also
important as this helps identify companies with longer-term planning around ESG
risks while maintaining financial health and delivering profitable results,” De Alwis
explains. “High-quality financials — strong cash flow, conservative balance sheets
and high return on capital — still matter. This is because quality and ESG, taken
together, represent two dimensions of the same underlying theme: sustainability.
This also means potentially excess returns in the long run.”

-END-

Kenanga

Kenanga Investors




Source:

The Edge Malaysia (29 August 2022)

ARG WALATSIA 4 50T 15,2001 4 WEALTH W3

profound shift was seen in
the lasl yesr, invasto
o recagnize thel companies
with strang

nvironmantal, social and

g

govermnancs practices cLiperfonmsed curi
the pendemic. This responsa resulted in a
change in the wity institations invest. The
MSCE 2021 Globad Institutionai investor
survey found that 79% of investors in
Asiz-Padific increased thar ESGinvestments
in rasponse to the pandemic. Kenangs

Investors Berhad ond its sustainability

partnes, Northern

st Assel Managemeant

answar some of

questions
il

facing Aslan investan

both resilient and re

sustainsbile partfolios.

Why ts sustainable investing Ismitz Matthew De Alwis,
becoming an Increasingly Executive Director &
important topic? Chief Executive Offices,
The adoption of sustainable investing Kenanga wvestors Berhad

, drivan by global investor

i Asia-Pacific, our ESG AUM hss grawn
{ESG) dang and anslyt mare than §0% in the last threée years,

<an add 1o investment

arformance.

while mbre than 65% of our assets
Aszia-Pacific, ES

assets und, contain some ESG element)’ McCarains
mansgement (AUM] in the institutionat points out “And ESG investing in Asla is

en hisve grown on 2

ragemorethan  expected to continus its strong growth
30% per aanum ovet the last five yesrs,  momentum over
acording to ot foer Brosdr

@ next five years,
go, mainty with countries like Mateysia, Hong Kong

due to the streng Inflaws sean in 2020 Singapare and Sauth Korea kading
In the Asla Pacfic region, the demand for However, for most Aslan invesiors

ESG solutions is undeniably becoming their sustainabilit
more populas, especlally with numaerous  in their early adoption phase. Same

verrements and th

jourmneys are still

rfnancid reguimors  nvestors, like zovereign wealth funds
promoting sustainable irvesting,

funds in the region,

says John McCareins, Managing ir Journeys by sxduding
Expoutive & Ha Afic. Northern  controvarsial business lines Iike lobso
Trust Asset Mana Nent, who cites, or gambiing, or by adopting passive

as axamples from among many in  investment st

egias that track ESG
the region, the Manetary Autharity ot indices. investors further down the
Singapore's USS2 bilkon green inves

pathway to ESG integration have sat
programme and the Finsacial Sarvices  quantifisble targets, fike reducing their
Commission of South Korea's series of  carbon exposure.

ESG and responsibla irvesting initiatives. n

he intermedisry market, lsmitz

Matthew De Alwis, axe

o 2 v girector
Investing being adopted by Asian
Investors?

and chief executive officer, Kenanga
Investors Berhad, notes that “Local
aszel managers who are interestesd to
“For NorthernTrust Asset Management  davalop global sustsinable mvesting

Joha McCareins,
Managing Baautive &
Head of Asia Pacific,
Norther Trust Asset Management

capa
A5SAT MANAGOrs &5 POL

ties, are looking for global
L]
nat only for knowladge sharing, but
10 also co-cavelop ESG solutions 1

al partn

mect their Investors’ ob, and

va

deliver exceptional client experiences

What are the risks and opportunity
of sustainable investing?
In spite of the growing number of

tools and capabilit that investors

hasve today to facilitate sustainability

BCrOS8 Passive, Sctive and quantitative

investment caps rvestor concern

focusas on risk. De

Alwis iy intly,

the Cavia 1% pandemic has illustrated

the linkages betwean the health of the

global scciety and that of globat financial
markets, Incressingly. investor thinking
has moved, beyond the historic way
of viewing sustsinable investing as

Ning investrments

rds

I codes tor
an opportunity

to buitd more resilient portfolios.”

McCareins offers “Consistent witn

aw that investors should be

pensated for the risks they take,

Kenanga

Kenanga Investors

Building Sustainable Portfolios

we believe avalusting companies

parformance using ESG

our forwnrd-looking wiew of risks and

opporunities. This analysis bolsters

our ability to future-prool portfolios

with an 8im to grow clients’ capitsl

Where can investors find the
opportunity and performance
In ESG investing?

‘e believe matarial en

ronmental.

social and governance factors are

pre-financial indicators that cen affect
8 company's future financial viabi

018" long-term risk-adjust

her manpged wed,

and when mésmanaged, they can result

in significant risks.” says McCanains.
“Fro

Tvnsiie

ve, sustainable
fic

Ity &

Ll &

compromise on parformance, The focus

here Must ba an rwaNing

igence

and identitying o at aligns
Imvestors” targeted performance otijectives

writh the! cCa

“A well-dasigned ESG strategy oan
nelp manage risks around clim
change, data

fssues, con

and governance

0 1 goviation and

stock-specific r roduce a
more resifient portfolio” De Alwis
confirms, which was demanstrated
he H1 2

tlolios parforme

during seli-off when
ESG p

overatl refative to non-ES:

battar

this helps identify companies with

sngerterm planning around ESG risks
while maintaining financial bealth and
s De Atwis
*High-quality fing

defivering profitable

axplai als —

strong cash flow, consarvative balance

sheets and high return ¢

=till matter. This Is because g
ESG, 1sken to

dimensions

sther, represent twa

f the same undertying
tham:

stalnability, This slso means

potentially excess raturns in the long

run’

This advertisement has not been reviewed by the Securities Commission.

Kenanga Investors Berhad
Company No: 199501024358
Level 14, Kenanga Tower,
237, Jalan Tun Razak,

50400 Kuala Lumpur, Malaysia
Toll Free: 1-800-88-3737

Kenanga

Kenanga Investors



