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The Malaysian ESG and business landscape
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The Malaysian ESG and business landscape

ESG increasingly considered a metric for business success 

Why are we talking about ESG today?

MSCI (2020)

Source: Friede, Busch, Bassen (2015), n= 402
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Relation between ESG performance and financial performance 

Cumulative Index Performance – Gross Returns (USD): Sep 2007 – June 2020

Source: HSBC (2019), n= 953

Motivations for implementing sustainable practices among companies in ASEAN

Recent sustainable finance events in Malaysia 
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Not implementing sustainability practices
Central to reason of company existence

Gain reputational advantage
Work/recruit strategic/supply chain partners

Attract and retain talent
Build resilience/mitigate risk

Meet regulatory standards
Meet buyer expectations

Improve transparency and traceability
Essential to long-term viability

Gain competitive advantage
Grow sales

Improve operational efficiency
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Indonesia has targeted a reduction in deforestation and have begun to replace coal power

Major Milestones from Other Countries: Indonesia
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https://www.globalreporting.org/information/news-and-press-center/Pages/GRI-agrees-Memorandum-of-Understanding-with-BAPPENAS.aspx
https://news.mongabay.com/2020/05/indonesia-norway-redd-payment-deforestation-carbon-emission-climate-change/
https://indonesiaexpat.biz/featured/indonesia-starts-carbon-trading-fund-to-meet-emission-goals/
https://www.reuters.com/article/us-indonesia-environment-forest-idUSKCN1UY14P
https://www.thestar.com.my/aseanplus/aseanplus-news/2020/07/07/indonesia-hopes-to-reduce-greenhouse-emissions-by-26-per-cent-this-year
https://www.reuters.com/article/us-indonesia-power-coal/indonesia-plans-to-replace-old-coal-power-plants-with-renewable-plants-minister-idUSKBN1ZT17N
https://www.eco-business.com/news/new-renewables-bill-may-give-indonesia-chance-to-move-away-from-coal/
https://jakartaglobe.id/context/indonesia-commits-sustainable-development-new-presidential-regulation
http://www.challengesustainability.com/Sustainability-reporting-in-Indonesia_53.html
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Thailand has been a regional leader in sustainability-led initiatives

Major Milestones from Other Countries: Thailand
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https://www.bangkokpost.com/thailand/general/1679032/govt-inks-pact-on-sustainability
https://blogs.cfainstitute.org/marketintegrity/2019/06/12/thailand-leads-the-region-in-esg-disclosures/
https://greenfinanceplatform.org/financial-measures-database/thailands-corporate-governance-code-requires-sustainability-reporting?page=24
https://news.sky.com/story/thailand-begins-2020-with-plastic-bag-ban-at-major-stores-11899061
https://www.nationthailand.com/news/30364415
https://www.irena.org/newsroom/pressreleases/2017/Dec/Thailand-Energy-Outlook
https://asianinsiders.com/renewable-energy-in-thailand-to-double-by-2030/
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The Philippines have implemented sustainable finance framework and green tax incentives

Major Milestones from Other Countries: Philippines
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https://www.eco-business.com/opinion/the-philippines-considers-a-power-sector-future-without-new-coal/
https://www.responsible-investor.com/articles/climate-stress-tests-and-esg-disclosure-required-under-new-rules-for-philippine-banks
https://kittelsoncarpo.com/sec-releases-guidelines-of-sustainability-reporting-for-plcs/
https://www.bworldonline.com/pse-wants-listed-companies-to-submit-sustainability-reports/
https://www.reuters.com/article/us-philippines-renewables-coal/philippines-readies-new-renewable-energy-policies-to-curb-coal-dependence-idUSKCN1UK1CN
https://icsc.ngo/philippine-central-bank-signs-sustainable-finance-framework/
https://www.rappler.com/science-nature/environment/107759-philippines-indc-climate-change-united-nations
https://business.inquirer.net/268780/govt-to-grant-tax-perks-to-green-firms-starting-may
https://mb.com.ph/2019/10/15/ph-recognized-for-progress-in-sustainable-finance/
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Pressure from regulators, mainly from the EU, have left Malaysian exporters worried

Supply Chain Relations: Palm Oil Industry
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https://www.euractiv.com/section/agriculture-food/news/trashed-61/
https://www.webwire.com/ViewPressRel.asp?aId=260832
https://www.ibtimes.sg/malaysia-worries-latest-eu-food-rules-can-hurt-palm-oil-exports-47880
https://moneycompass.com.my/2020/06/11/malaysia-indonesia-should-take-part-in-development-of-eu-sustainability-standards/
https://www.nst.com.my/business/2019/09/521977/mspo-certified-palm-oil-europe-2020
https://www.malaysiakini.com/news/496570
https://www.malaymail.com/news/malaysia/2020/01/25/to-convince-palm-oil-critics-malaysia-looks-to-affordable-mandatory-local-s/1831248
https://www.channelnewsasia.com/news/asia/indonesia-malaysia-palm-oil-sustainable-practices-activists-12166550
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NGOs and activists have urged companies to ban the use of palm oil due to sustainability concerns

Supply Chain Relations: Palm Oil Industry
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https://news.mongabay.com/2020/03/pepsico-palm-oil-sustainable-indonesia-indofood-deforestation-sumatra/
https://www.foodnavigator.com/Article/2020/03/06/Kellogg-removes-sustainable-palm-oil-credits-in-effort-to-improve-supply-chain-transparency
https://www.reuters.com/article/us-malaysia-palmoil-fgv/activists-urge-u-s-customs-to-ban-palm-oil-imports-from-malaysias-fgv-idUSKCN1V51GT
https://www.thestar.com.my/news/regional/2020/01/21/banking-giant-ing-under-fire-for-palm-oil-financing-as-ngos-file-complaint
https://en.tempo.co/read/1309946/netherlands-all-for-sustainable-palm-oil-against-eu-biofuel-ban
https://www.confectioneryproduction.com/news/29882/cargills-target-to-eliminate-deforestation-from-palm-oil-supplies-remain-on-track/
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Ministries have implemented frameworks and action plans to tackle illegal timber logging

Supply Chain Relations: Timber Industry
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https://www.thestar.com.my/business/business-news/2020/03/09/japans-timber-boost-for-ta-ann
https://news.mongabay.com/2020/03/indonesia-eu-timber-wood-legality-svlk-license-logging/#:~:text=Indonesia%20risks%20timber%20trade%20with%20EU%20after%20scrapping%20license%20rules,-by%20Hans%20Nicholas&text=The%20European%20Union%20says%20a,trade%20between%20the%20two%20sides.
https://www.freemalaysiatoday.com/category/nation/2017/04/21/japanese-ngos-probe-if-sarawak-wood-used-for-olympic-stadium/
https://www.thestar.com.my/business/business-news/2017/02/07/dutch-govt-recognises-malaysian-timber-certification-scheme/
https://news.mongabay.com/2020/04/campaigners-call-for-transparency-in-myanmar-timber-trade-after-850-tons-of-teak-seized/
https://news.mongabay.com/2020/03/chinas-revised-forest-law-could-boost-efforts-to-fight-illegal-logging/
https://www.fas.usda.gov/data/japan-japan-implements-clean-wood-act#:~:text=On%20May%2020%2C%202017%2C%20the,Ordinances%20for%20Standards%20and%20Enforcement.
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Malaysian exporters need to prioritize sustainability to successfully trade internationally

Supply Chain Relations: Sustainable Trades (Malaysian perspective)
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https://www.theedgemarkets.com/article/start-thinking-about-sustainable-business-practices-smes-told
https://themalaysianreserve.com/2019/10/21/matrade-promotes-malaysia-as-source-of-sustainable-plastics-in-germany/
https://www.theborneopost.com/2019/11/21/matrade-urges-malaysian-exporters-to-make-sustainability-a-priority/
https://www.thestar.com.my/news/regional/2019/11/19/m039sia-wants-be-a-player-in-sustainable-exports
https://halalfocus.net/malaysia-matrade-kicks-off-sustainable-practices-awareness-programme/
http://www.matrade.gov.my/en/about-matrade/media/press-releases/4727-matrade-to-facilitate-malaysia-s-transformation-as-a-sustainable-trading-nation
https://www.mida.gov.my/home/9669/news/malaysia-to-advance-towards-inclusive-sustainable-tradeinvestment-%E2%80%94-miti-minister/
https://www.thestar.com.my/news/nation/2019/06/27/sarawak-must-comply-with-international-timber-sustainability-standards/
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Successful and fair international trade relies on sustainability

Supply Chain Relations: Sustainable Trades (global perspective)
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https://www.environmentalleader.com/2020/05/cdp-reports-a-24-jump-in-companies-asking-their-suppliers-for-environmental-transparency/#:~:text=CDP%20Reports%20a%2024%25%20Jump,their%20Suppliers%20for%20Environmental%20Transparency&text=Environmental%20non%2Dprofit%20CDP%20recently,report%20environmental%20data%20this%20year.
https://rspo.org/news-and-events/news/european-palm-oil-industry-sets-course-for-100-certified-sustainable-palm-oil-by-2020
https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2196
https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2197
https://www.upmtimber.com/whats-new/2019/11/big-brands-drive-demand-for-sustainable-timber/
https://www.supplychaindive.com/news/procurement-leaders-transparency-risk/571847/
http://www.foodanddrinkbusiness.com.au/news/swiss-industry-commits-to-cocoa-sustainability
https://e-max.eu/en/metals-sector-commits-responsible-metals-supply-chains
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The importance of sustainability is re-emphasized during the current global pandemic

Impact of Covid-19
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https://karmaimpact.com/stoking-passion-for-impact-bonds-with-passion-for-social-issues/
https://www.cnbc.com/2020/07/01/coronavirus-major-turning-point-for-responsible-esg-investing-says-jpmorgan.html
https://www.investmentexecutive.com/news/research-and-markets/covid-19-exposes-magnitude-of-esg-risks/
https://www.theasset.com/article-esg/40717/esg-will-be-new-normal-of-post-pandemic-world
https://www.advisorperspectives.com/commentaries/2020/06/24/build-back-better-covid-19-brings-the-s-from-esg-into-focus
https://www.forbes.com/sites/rainermichaelpreiss/2020/06/19/post-coronavirus-sustainability-focused-investment-as-the-new-normal/#32750f821ba8
https://www.gfmag.com/magazine/june-2020/esg-investing-meets-covid-challenge
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Businesses have reimagined sustainability during the COVID-19 crisis

Impact of Covid-19
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https://www.dailysabah.com/opinion/op-ed/sustainability-after-covid-19-an-opportunity-that-should-not-be-missed
https://www.thestar.com.my/news/nation/2020/07/03/building-sustainable-businesses-to-rise-above-challenging-times
http://mizzima.com/article/covid-19-impact-chance-revisit-sustainable-development-goals
https://www.thestar.com.my/opinion/letters/2020/06/15/create-a-new-normal-with-sustainability-at-its-core
https://www.weforum.org/agenda/2020/06/environmental-leadership-will-be-more-in-demand-than-ever-after-covid-19/
https://sdg.iisd.org/news/principles-for-recovery-urge-investing-in-sustainable-and-resilient-infrastructure/
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COVID-19 has created a new path in the investment ESG

Impact of Covid-19
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https://www.funds-europe.com/news/large-inflows-to-social-bond-market-linked-to-covid-19
https://www.pionline.com/esg/asset-owners-say-coronavirus-pandemic-boon-esg
https://www.financialexecutives.org/FEI-Daily/July-2020/The-Acceleration-of-ESG-Initiatives-in-a-Post-COVI.aspx
https://www.etftrends.com/smart-beta-channel/coronavirus-could-bring-wider-adoption-to-esg-investing/
https://www.asiainsurancereview.com/News/View-NewsLetter-Article/id/62365/Type/eDaily/ESG-considerations-become-more-crucial-following-COVID-19
https://www.cnbc.com/2020/06/07/sustainable-investing-is-set-to-surge-in-the-wake-of-the-coronavirus-pandemic.html
https://www.financialexecutives.org/FEI-Daily/June-2020/How-ESG-Issues-Are-Being-Discussed-in-The-Boardroo.aspx
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Malaysian banks have begun to target sustainability-linked projects, mainly clean energy

Sustainable Finance Developments: Malaysia
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Malaysian ministries incentivize sustainability while COVID-19 has created new opportunities in Islamic finance

Sustainable Finance Developments: Malaysia
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https://www.theedgemarkets.com/article/epf-adopts-unsupported-principles-responsible-investment
https://www.malaymail.com/news/money/2020/06/30/bnm-financial-sector-should-play-catalytic-role-in-low-carbon-economy/1880296
https://www.malaymail.com/news/malaysia/2020/06/17/malaysias-islamic-finance-sector-to-hit-rm3t-this-year-says-bursa-chairma/1876247
https://www.globalbankingandfinance.com/how-covid-19-will-reshape-islamic-finance-markets/
https://www.ft.com/content/8190401b-8ee0-42a1-89d5-945b7b3fe256
https://www.nst.com.my/news/nation/2019/04/481853/malaysia-track-become-global-islamic-finance-hub-says-amiruddin
https://www.nst.com.my/business/2020/07/606649/local-fund-managers-believe-esg-standards-sustainable-returns
https://www.thestar.com.my/news/nation/2019/10/11/budget-2020-green-tax-exemptions-extended-to-2023
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Banks worldwide continue to fund sustainability-linked projects

Sustainable Finance Developments: Overseas
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Malaysian regulators plan to focus on environmental sustainability, most notably clean energy

Sustainability Regulatory Updates in Malaysia
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https://www.theedgemarkets.com/article/malaysia-sets-new-goal-18-clean-energy-generation-2030
https://www.theedgemarkets.com/article/proposed-energy-efficiency-and-conservation-act-approved-cabinet
https://www.thesundaily.my/business/azmin-12th-malaysia-plan-to-focus-on-economic-empowerment-environmental-sustainability-social-re-engineering-LA1046836
https://www.nst.com.my/opinion/columnists/2017/11/302480/towards-carbon-neutral-malaysia-2050
https://www.thestar.com.my/news/nation/2019/10/11/budget-2020-green-tax-exemptions-extended-to-2023
https://www.edgeprop.my/content/834812/mida-greentech-introduce-tax-allowances-encourage-businesses-go-green
https://www.thestar.com.my/news/nation/2019/05/16/malaysia-hopes-to-learn-from-britain-to-come-up-with-climate-change-act-says-yeo
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Malaysian regulators plan to focus on environmental sustainability, most notably clean energy

Sustainability Regulatory Updates in Malaysia
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https://www.malaymail.com/news/malaysia/2019/03/19/minister-govt-hopes-to-boost-renewable-energy-growth-with-net-metering-prog/1734284
https://www.theedgemarkets.com/article/bank-pembangunan-launches-rm1b-fund-sustainable-development
https://www.sc.com.my/resources/media-releases-and-announcements/sc-launches-sri-roadmap-for-the-capital-market-to-drive-malaysias-sustainable-development
https://www.straitstimes.com/asia/se-asia/malaysia-to-draft-climate-change-act-formulate-national-adaptation-and-mitigation-plan
https://www.theedgemarkets.com/article/dfi-merger-will-lead-greater-synergies-says-bank-pembangunan
https://www.nst.com.my/news/nation/2019/10/528617/climate-change-action-council-be-set-year-end-says-yeo
https://www.responsible-investor.com/articles/malaysian-central-bank-calls-for-feedback-on-green-taxonomy-proposals
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Private companies, in the ASEAN region, have incorporated sustainability into their day to day business

Major Milestones from Other Countries: Private Sector
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https://www.foodnavigator-asia.com/Article/2020/06/09/Persistent-plastic-Mondelez-Philippines-prioritises-recycling-over-reduction-in-new-sustainability-pledge
https://www.freemalaysiatoday.com/category/business/2020/06/23/singaporean-solar-energy-firm-gets-us75-mil-loan-to-fund-expansion/
https://www.thestar.com.my/news/regional/2020/01/03/starbucks-thailand-ditches-plastic-straws-raises-cup-discount-through-february
https://asia.nissannews.com/en/releases/release-6333a82fcb10ba6482cadc2e62009245-nissan-thailand-voices-commitment-to-cleaner-air-at-csr-asia-summit-2019
https://www.asiaone.com/business/eight-national-banks-and-wwfindonesia-launch-indonesia-sustainable-finance-initiative-isfi
https://sbr.com.sg/commercial-property/news/city-developments-secures-250m-sustainability-linked-loan
https://theaseanpost.com/article/asean-quickly-turning-renewable-energy-hub
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Digi is one of the leading companies in Malaysia in terms of ESG performance

ESG Top Performers in Malaysia (1/5) 

Source: MSCI (2020)

MSCI ESG Rating Highlighted ESG issues
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MSCI ESG Rating Highlighted ESG issues

Axiata is one of the leading companies in Malaysia in terms of ESG performance

ESG Top Performers in Malaysia (2/5) 

Source: MSCI (2020)
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MSCI ESG Rating Highlighted ESG issues

Petronas Dagangan is one of the leading companies in Malaysia in terms of ESG performance

ESG Top Performers in Malaysia (3/5) 

Source: MSCI (2020)
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PPB is one of the leading companies in Malaysia in terms of ESG performance

ESG Top Performers in Malaysia (4/5) 

Source: MSCI (2020)

MSCI ESG Rating Highlighted ESG issues
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KLK is one of the leading companies in Malaysia in terms of ESG performance

ESG Top Performers in Malaysia (5/5) 

Source: MSCI (2020)

MSCI ESG Rating Highlighted ESG issues
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Feel free to get in contact with us to learn more

Thank you for your time today

Rui Figueiredo
United Nations and Sustainability Leader
Director 

Deloitte Malaysia | rfigrdo@deloitte.com

Contact Information

mailto:rfigrdo@deloitte.com

