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MIBG Sustainability Research

ASEAN - evidence of better
ESG driving outperformance

Stock outperformance and ESG have correlation

In the first of our series on ‘ASEAN ESG Alpha’ we bring a spotlight on
whether ESG is driving outperformance of stocks in the ASEAN-6 countries,
to what extent and through which sectors etc. Our study looks at the
coverage universe of Sustainalytics and MIBG and applies filters such as
low to medium ESG risk ratings, quality of management, level of
controversies, etc. The study concludes that nearly half of our ASEAN
coverage universe and in particular banks, financial services, consumer
and REITs are among outperformers and oil and gas, utilities, plantations
are among the laggards.

Correlation with ESG stronger in Malaysia, SG and TH

Of the MIBG coverage universe of 202 stocks covered by Sustainalytics, 73%
are in Malaysia, SG and TH. When we applied filters of low/medium ESG
risk companies, high/average quality of management and low
controversies we found 89% of companies in these three countries. This
could be due to overall better ESG disclosures in these countries owing to
voluntary action as well as regulatory requirements.

Outperformance led by banks, property, consumer

Within the MIBG universe these three sectors stood out in terms of
low/medium ESG risk, high/average quality of management and no major
controversies including some of the best disclosure/practices. Not only
that but the outperformance was not restricted to large caps but even
mid/small caps did very well due to strong disclosures and commitments
such as scope-3 emissions, task force on climate related financial
disclosures (TCFD) reporting, net-zero pledge and green building
certification etc.

Better ESG reporting to widen outperformer basket

ASEAN and even Asia is still at a nascent stage in its ESG journey compared
to the EU and the US. We believe as disclosure practices improve and
commitment towards climate/society increases, a larger global fund flow
could find allocation into Asia, which forms only 1.5% of total ESG flows.
The size of domestic ESG funds in Asia/ASEAN and their share of the
green/sustainability bond market is in the low single digits leaving huge
upside potential. The catalysts for better ESG practices and disclosures
would come from: a) rising need for energy security; b) financial and other
risk from extreme weather events; c) introduction of formal carbon
pricing; and d) tightening by capital market and banking regulators.
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Objective and scope of study

ESG is becoming an important cornerstone of investing globally as
institutions and investors adopt responsible investing. Investors are
contemplating avoiding high/severe ESG risk rated companies and moving
to low ESG risk rated companies or capitalizing on investment opportunities
from transition and mitigation of ESG risks. To better understand the impact
of ESG integration on stock returns we undertook a study of ASEAN-6
markets of Malaysia, Singapore, Indonesia, Philippines, Thailand and
Vietnam.

The objectives of the study were:

1. to assess the impact of ESG integration on the stock performance
of ASEAN companies under MIBG coverage back-tested over a
period of 1, 3 and 5 years,

how the returns fared in comparison to the MSCI ASEAN Index
how is the ESG integration within the various ASEAN countries

sector specific outperformance/underperformance

A

performance across market capitalization sizes (large/mid/small)
vs MSCI ASEAN Index

For the study, we used the Sustainalytics Risk Ratings database.
Sustainalytics covers about 475 companies within the ASEAN-6 countries, of
which 202 companies are part of the MIBG coverage universe.

To ascertain the low/medium ESG risk companies we used three criteria:

1. Sustainalytics ESG risk ratings (Low and medium risk only);
2. Controversy score (no mention and score 1 only);

3. Management quality (high and average)

August 12, 2022
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2. Outcomes - ASEAN lags world average in ESG
performance and risk scores

As per Sustainalytics database ASEAN - 6 markets have a mixed performance Except Singapore and Vietnam, all the
in terms of ESG Risk exposure score, management scores and unmanaged other four ASEAN markets have ESG Risk

ESG Risk (lower the better) when compared to the global average. exposure scores above global average

Fig 1: ESG Risk exposure score: ASEAN - 6 markets lag global average
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Source: Sustainalytics, MIBG Research

As seen in the chart above, except Singapore and Vietnam, the other four
ASEAN markets have ESG Risk exposure scores above the global average.
When comparing the management score (higher the better), Thailand is the
only market that has a management score better than the global average.
Finally, in terms on unmanaged ESG Risk score (lower the better), with the
exception of Thailand, the other five ASEAN markets have scores higher
than the global average.

Fig 1: Management scores: Except Thailand, the other 5 ASEAN  Fig 3: Unmanaged ESG Risk score: Except Thailand, the other 5
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Additional insights from our study suggests that out of the 475 Only 87 companies out of 202 MIBG
companies covered by Sustainalytics in the ASEAN - 6 markets, only coverage ticked all our three filters
177 companies (37% of the universe) are compliant with our filters

of: 1) low/medium ESG risk; 2) no/least controversies; and 3)

medium/strong management. Taking this more granular, of the

Sustainalytics universe, MIBG covers 202 companies. Of these, 140

companies have low/medium ESG risk rating as per Sustainalytics,

144 companies have a controversy score of 0/1 and 161 companies

have strong/medium management quality. However, only 87

companies pass through all our three filters. Country-wise, out of

these 87 companies within the MIBG universe 89% are from Malaysia,

Singapore and Thailand, just 6 companies from the Philippines, 3

from Indonesia and 1 company from Vietnam.

Fig 4: 37% of Sustainalytics and 43% of MIBG coverage possess the best ESG

characteristics
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Fig 5: Malaysia - 32 companies out of 73 MIBG coverage pass all Fig 6: Singapore - 26 companies out of 36 MIBG coverage pass

the three filters all the three filters
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Fig 7: Thailand - 19 companies out of 38 MIBG coverage pass all Fig 8: Philippines only 6 companies out of 28 MIBG coverage

the three filters pass all the three filters
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Fig 9: Indonesia - only 3 companies out of 22 MIBG coverage Fig 10: Vietnam - only 1 company out of 5 MIBG coverage passes

pass the three filters the three filters
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Low/medium risk companies’ outperformance is evident across
different time frames
As per our study, Sustainalytics covers 475 companies in the ASEAN - 6 87 MIBG coverage Compafies’ .
markets. Out of these, 177 companies fall in the category of low/medium outperformance was 2.6%/0.9%/0.7%
. i for 1-3-5 years on a market cap
risk. These 177 companies outperformed the MSCI ASEAN Index by weighted basis
4.3%/4.5%/2.0% over 1-3-5 years on a market cap weighted basis. These 87
companies’ outperformance was 2.6%/0.9%/0.7% for 1-3-5 years on a
market cap weighted basis.
Fig 11: Low/medium ESG risk companies outperformed vs MSCI ASEAN Index
MCAP weighted return
MSCI ASEAN Index returns Out/underperformance
5Y 3Y 5Y 3Y 5Y 3Y
noof  Ann. Ann. 1Y  Ann.  Ann. 1Y  Ann. Ann. 1Y
Particulars companies Ret Ret Ret Ret Ret Ret Ret Ret Ret
Sustainalytics ASEAN -6 markets companies 475 3.3%  -0.3% 2.6% 7.9% 8.7% 7.5% 4.6% 9.0% 4.9%

ESG risk score -- low/medium + controversy (no or

1) + mgmt (medium or strong) 177 3.3%  -0.3%  2.6% 7.6%  4.2%  4.6% 4.3% 4.5% 2.0%

MIBG coverage 202 3.3% -0.3% 2.6% 7.5% 8.8%  8.3% 4.3% 9.0% 5.7%

ESG risk score -- low/medium + controversy (no or

. 87 3.3%  -0.3% 2.6% 5.9% 0.6% 3.4% 2.6% 0.9% 0.7%
1) + mgmt (medium or strong)

Source: Sustainalytics, MIBG Research, the above covers a period up to 31 March 2022
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Even though the low/medium ESG risk companies have outperformed the
MSCI ASEAN Index, they have underperformed the returns of MIBG and
Sustainalytics ASEAN coverage companies. We believe the reasons for this
is: a) lower investor focus on ESG parameters for the region at the moment,
as is evident from the low percentage of ESG/sustainability/impact focused
funds in the region (ASEAN at 1.7% of global green, social and sustainability
debt vs GDP share of 3.6%); and b) companies not fully aware of the ESG-
related risks and opportunities. We believe the momentum for low ESG risk
investments would increase as the corporate ESG practices and disclosures
improve and ESG flows in ASEAN markets increase.

Midcaps form the largest pie of our filtered universe
For our study we segmented MIBG coverage companies amongst large-cap
(>USD5b market capitalization), mid-caps (MCAP of USD1-5b) and small-
caps (MCAP <USD1b). Within MIBG’s coverage, 72 out of 202 companies are
large-caps, 90 are mid-caps and the balance are small-caps.

Of the 87 companies which have been filtered and qualified as low/medium
ESG risk, 47% are mid-caps, followed by large-caps at 32% and 21% are small-
caps.

Fig 12: MIBG coverage (based on market cap)
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Source: Sustainalytics, MIBG Research

Within our coverage, low/medium risk companies have outperformed the
MSCI ASEAN Index over 1-year and 5-year periods. We observe that the
small-caps have outperformed the large cap and mid-cap companies
delivering returns of 14.6%, 5% and 8.1% for 1-3-5 year periods. Visa-a-vis
the MSCI ASEAN Index, the outperformance of the small-cap companies has
been stark at 12%, 5.3% and 11.4% over the 1-3-5 year periods. This is
surprisingly positive because usually the small and mid-cap companies are
deficient on ESG practices and disclosures.

August 12, 2022
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Of the 87 low/medium ESG risk
companies, 47% are mid-caps,
followed by large-caps at 32% and
21% are small caps

The outperformance of the small- cap
companies has been stark at 12%, 5.3%
and 11.4% over the 1-3-5 year periods
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Fig 13: Market-cap-weighted returns vs benchmark

15.0% 14.6%

10.0% 8.1%

6.3% 5.8%

5.08 4 3% 1.8%3 43 . r

U. U%.\ L] T T T —
Large cap Mid cap Small cap MEC] Index
5L0R 0.4% -0.3%
-10.0% -
1 year returns 3 year returns 5 year returns

Source: Sustainalytics, MIBG Research

Green building certified real estate/REIT companies; Banks
disclosing financed emissions/coal ban are out performing

Of the filtered 87 companies, 18 companies are REITs and 11 companies are
from the real estate and construction industry. Taken together these form
one third of the total companies. Among these sectors, real estate/REITs
have outperformed across all our selected timeframes. The stocks in
consumer discretionary/staples sectors have been laggards. Real
estate/REITs returned 1.5%,1.4% and 6.7% over 1-3-5 years. Banks returned
positively in the five-year timeframe but lagged in the 1 and 3 year periods.

Out of the 202 stocks in the MIBG ASEAN universe, 114 companies belong to
the real estate/ real estate investment trust (REITs), Banking and Financial
services (BFS) and consumer discretionary/staples sectors. We believe this
is mainly due to: a) the nature of the markets (Singapore has a higher
number of REITs and banking and financial services companies); and b) the
low ESG risk nature of banking and financial services and consumer staples
and discretionary sectors.

Fig 14: Sector wise split of companies that tick all our 3 filters

@ Maybank

Real estate/REITs returned 1.5%, 1.4% and

6.7% over 1-3-5 years

Out of the 202 stocks in MIBG ASEAN
universe, 114 from real estate/REITs, BFS
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Fig 15:
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Green building/green certification has become an important environmental
factor for the real estate and REIT companies as they transition to
low/medium ESG risk. Of the 29 real estate companies and REITs, 79% of
companies have green building certifications for the full/part of their
portfolios. This suggests they are in a better position to face transition risk
(changing technology/policy/carbon tax) and physical risk (extreme
weather events).

There are 10 companies from the banking and financial services (BFS) sector
in the filtered results. Of these 80% of companies have been reporting scope
3 emissions and 70% of companies have published or are planning to comply
and publish according to the TCFD framework. Scope 3 emissions reporting
is important as these are the indirect emissions from the business. Scope 3
includes employee compute, emissions from investments, and emissions
from fund raised by clients to name a few. All four Malaysian banks that
appear in our filtered data have a no new coal financing policy and are
running down their existing coal financing portfolios. This is in line with the
global trend of banks and financial services putting in place a ‘No Coal
Policy’. The sustainable finance portfolio of most banks is small at present
but those disclosing financed emissions, reporting TCFD and planning ‘net
zero’ by 2050 are better placed to manage risks and shocks than others.

Disclosure levels high for low/medium risk ESG companies, fund
raising through Sukuk/green/sustainability linked debt

The other characteristic of the companies with low/medium risk was their
disclosure levels. Our study suggested that out of the 87 low/medium ESG
risk companies, 67% of companies either followed the integrated annual
reporting (ie annual report and ESG/sustainability report combined) or
followed the global reporting initiative (GRI) standard for reporting of ESG
parameters. 47% of the companies had undertaken or planned to undertake
the Task Force on Climate related Financial Disclosures (TCFD) framework
for reporting of climate related risks and opportunities. 18% of companies
had their climate related targets approved by the science-based target
initiative (SBTi). 23% of companies had net zero targets and 15% companies
had carbon neutral targets. The ASEAN based companies are yet behind in
terms of their net zero pledges and participation in decarbonization through
programs such as RE-100 or EP-100 which would mandate them to take up
100% renewable energy or increase their energy productivity.

12, 2022
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79% of real estate/REITs companies have
green building certifications for the
full/part of their portfolios

All the four Malaysian banks have a no new
coal funding policy and running down of
existing coal funding portfolio

36% of the companies had raised funding
through Sukuk, green/sustainable
bonds/debt
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36% of the companies have raised funding through Sukuk, green/sustainable
bonds/debt. This is in line with the global trends where green/sustainability
bonds/debt market is expanding but the overall quantum remains very
small.

Finally, 60% of the companies have more than 20% directors as women which
is good in terms of diversity, equality and inclusion

Fig 16: Better ESG rated companies follow better reporting standards and net zero pledging

@ Maybank

Sukuk / Women
No. of Int. rep./ Net Carbon TCFD SBTI Green directors >20%
Country cos. GRI zero neutral framework framework bonds of board
Malaysia 32 24 13 7 14 3 17 25
Singapore 26 22 2 4 17 8 11 15
Thailand 19 7 3 0 7 4 1 5
Indonesia 3 1 0 1 0 1 3
Philippines 6 3 2 1 3 1 1 4
Vietnam 1 1 0 0 0 0 0
Total 87 58 20 13 41 16 31 52
% of total 67% 23% 15% 47% 18% 36% 60%
Source: Sustainalytics, MIBG Research
Overall, our study clearly indicates that Malaysia and Singapore remain
ahead within the ASEAN 6 markets in terms of ESG themes - ie net-zero
targets, ESG disclosures, Sustainable Finance, Diversity and Equity and
Inclusion (DEI) practices etc. However, a direct comparison with the global
averages is still not fully relevant for most of the ASEAN 6 markets. Many
other ASEAN markets have still not embraced ESG practices and disclosures
fully and hence their correlation to the key ESG themes of decarbonisation,
net-zero targets, ESG disclosures and DEI remains low.
August 12, 2022 9



MIBG Sustainability Research @ Maybank

3. ESG allocation and thematic investing in
ASEAN could be a huge opportunity

Globally, the number of sustainable funds reached 5,932 by the end of 2021, The total AUM of ESG funds reached a
up 61% YoY. The total assets under management (AUM) of these funds (‘-’CZOOFZUSDZ-", an increase of 53% YoY
reached a record USD2.7t, an increase of 53% YoY. The number of exchanges n

with written guidance on ESG disclosure for issuers continues to grow
rapidly, 63 at the end of 2021 from just 13 exchanges in 2015. The number
of exchanges that have mandatory rules on ESG disclosure, currently 30 is
2x more than in the past five years.

Fig 17: Sustainable funds and AUM,2010-2021 : Asia/Africa share is tiny
@ Europe ™ United States W Rest of the world

Billions of dollars Number
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Source: UN - World investment report

Fig 18: Exponential rise in PRI signatories indicates ESG interest is growing
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Money held in sustainable mutual funds and ESG-focused exchange traded
funds rose globally by 53% YoY in 2021 to USD2.7t.

Fig 19: Sustainable fund inflows and total assets
B Estimated Net Flow 8 Year-end Total Net Assets

&3Trillion

2019 2020 2021

Source: Bloomberg
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ASEAN’s underlying ESG themes and trends
are similar to the global ESG trends and
ready to scale

Globally the move towards net zero, diversity, equality and inclusion (DEI),
circular economy and supporting ESG in the value chain is picking up pace.
The major ESG trends include decarbonisation, energy efficiency, green
mobility, nature-based solutions (NBS), climate tech and circular economy.
We studied where ASEAN is placed across various global ESG trends. It is
very clear that ASEAN is taking initial steps and lags the global averages in
most of the trends but has all the ingredients to scale it up at the world
level.

Global trend: decarbonisation across the value chain and
transition from coal to renewables

Value-chain interdependency leads to decarbonization interdependency as
well. Most companies have energy companies and utilities in their upstream
supply chain. Companies are pushing electricity producers to convert from
fossil fuels to renewable energy, which will ensure that the emissions
savings would cascade downstream and help reduce emissions for the rest
of the world. Some of the big markets are heavily dependent on coal for
electricity production, according to the IEA — China (60% coal-based), India
(70%), Australia (54%), the US (19%) and Russia (15%). This, in turn, means
much higher average Scope 1+2 carbon intensity. Now, companies and
governments have set themselves on different paths and timelines in the
energy transition.

ASEAN trends: Solar PV and solar rooftop could be a big driver of RE
ASEAN countries receive abundant solar energy throughout the year. Global
Horizontal Irradiation value varies between 1,400 kWh/m2/year and 1900
kWh/m2/year. Over the past decade, remarkable growth in solar PV
installations has been observed in the Southeast Asia region. Based on the
IRENA report, the cumulative installed solar capacity is 22.9GW. Vietnam
had the highest installed capacity (16.5 GW) in 2020, followed by Thailand
and Malaysia. The ASEAN member states have used various mechanisms to
increase adoption, such as feed-in-tariff - adopted in Thailand, Malaysia
and Vietnam, net metering and renewable portfolio standard. Net metering
was started in Malaysia in 2016 and the latest NEM 3.0 was rolled out with
a 500-MW quota for three years (2021-2023).

Currently, utilities are in the high/severe ESG risk category, mainly due to
their dependence on fossil fuels. However, most of the responsible utilities
in ASEAN are embracing renewable energy sources, such as solar, wind,
offshore solar/wind, biomass and hydropower. We have discussed this
transition in ASEAN markets in our regional utilities report (here). In our
Sembcorp Industries (SCI SP, BUY, TP SGD3.4) initiation note (here) we have
spoken about how return on sustainability equity ratio (return on equity [%]
divided by Sustainalytics ESG Risk Ratings) measures the quantitative
degree to which a company’s economic value is at risk, driven by ESG
factors.

All countries in the ASEAN - 6 markets except Philippines have net-zero
target by 2050-2060. Indonesia has targeted to restrict thermal energy to
25% by 2050, Thailand is targeting renewable energy to be 50% by 2050 and
Singapore is targeting renewable energy of 2GW by 2030 from 350MW in
2020. Vietnam is targeting to phase-out coal-fueled power generation by
2040. Thailand is targeting a 40% reduction in GHG emission by 2030,
Malaysia targets 45% reduction by 2030, the Philippines has a target of 75%
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Global Horizontal Irradiation value for
ASEAN countries varies between 1,400
kWh/m2/year and 1900 kWh/m2/year

All countries in the ASEAN - 6 markets
except Philippines have net-zero target by
2050-2060
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reduction by 2030 and Singapore by 36%. In our view, the utilities sector has
strong potential to turn into a medium ESG risk vs high/severe risk by the
turn of this decade.

Global trend: mitigating climate change through efficiency

The construction industry has a significant impact on the environment and
on climate change due to the emission of greenhouse gases. Globally
accepted Sustainable Development Goals (SDG), specifically SDG 7
(Affordable and Clean Energy), SDG 9 (Industry, Innovation and
Infrastructure), and SDG 11 (Sustainable Cities and Communities) stress the
responsible utilization of energy in various industries, including
construction. The construction industry produces 50% of landfill wastes and
is responsible for around 40% of the pollution detected in drinking water. It
causes around 23% of air pollution and uses 40% of the world’s energy,
mostly in the operation phase, producing a large amount of greenhouse gas
emissions.

ASEAN trends: Green building certifications

Of the 475 companies that Sustainalytics cover in the ASEAN - 6 markets, Singapore leads the race with the highest
12% of the companies are in the real estate & construction and REITs share of (eql estate and REITs focusing on
sectors. Of the 87 companies that we filtered out as low/medium ESG risk green buildings

companies, about one-third are in the real estate and REITs sectors. Green
building certification has been the focus for all REITs and real estate
companies. This is visible with 79% of companies having green building
certifications for full/part of their portfolios. Clearly Singapore leads the
race with the highest share of real estate and REITs focusing on green
buildings. As most of the ASEAN countries begin to follow the Singapore
taxonomy for ESG the green and sustainable buildings trend should
strengthen going forward.

Global trends: Higher demand for green bonds

Governments and companies work on projects that help adapt to a changing
climate. They issue bonds to pay for them, which will drive a large-scale
expansion of the market for green bonds. Green bonds raise proceeds
explicitly designated for environmental projects. The market has grown
dramatically since 2015, but total issuance is still small compared to the
overall bond market. At the end of 2021, the Climate Bonds Initiative had
recorded more than 16,000 green, social and sustainability (GSS) debt
instruments with a cumulative value of USD2.8t. New fund raising in 2021
amounted to USD1.1t vs USD730.5b in 2020, +46% YoY, while 2020 itself had
witnessed doubling of issuances from 2019.

ASEAN trends: green/sustainable bonds market still nascent

The ASEAN GSS issuance has grown strongly, allowing for an array of both ASEAN issuance of GSS bonds and loans
green and non-green labels. Overall, the ASEAN issuance of GSS bonds and reached a record high of USD12.8b in 2020
loans reached a record high of USD12.8b in 2020, up slightly from the

USD11.5b issued in 2019. It formed 1.7% of the global total and 7.6% of all

Asia Pacific issuances in 2020, the latter representing 23% of the global

issuances. On a cumulative basis over 2016-2020, the total amount of GSS

bonds issued by ASEAN stood at USD29.4b.

In terms of countries, Singapore has led with cumulative GSS debt/loans till
2020 of USD11.9b, followed by Indonesia at USD5.5b and Philippines at
USD4.9b as per Climate Bonds Initiative. The ASEAN green labelled universe
has been characterized by shorter-term (5-10Y) and medium-term (10-20Y)
deals.
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Greater regulations and compliance requirements

Regulatory agencies in the US, Singapore and Japan have focused on
disclosures specifically relevant to financial materiality, while the EU, UK
and Hong Kong explicitly include disclosures on broader societal impact.
Such differences could prove to be a persistent obstacle to global
convergence on ESG related regulations. For uniformity of reporting, the
EU favors data templates, while other regions show a mix of approaches.
Regulators are expected to establish a few common and global principles
would enable comparability and accountability and a level playing field
across all markets.

ASEAN trends: Disclosure levels weak, ASEAN green taxonomy

still in the making

Clearly our study indicates that the ESG disclosure levels are weak amongst Singapore leads the race on disclosures but
the ASEAN markets. Singapore leads the race on disclosures but the Philippines, Thailand, Indonesia and
Philippines, Thailand, Indonesia and Vietnam lag with Malaysia in the Vietnam lag with Malaysia in the centre
center. Malaysia and Singapore have their taxonomies in place, however

work continues on an overarching ASEAN taxonomy. We expect the ASEAN

taxonomy to converge with Europe and America by 2025 based on current

status of various action plans.

Nature climate solutions - a large driver for carbon sinks

Currently, only 2% of global climate investment goes to natural climate
solutions (NCS), despite being 37% of the potential solution to avoid the
worst effects of climate change. The scale of NCS potential is relevant
globally. With a mitigation potential of 10-12 GtCO2 per year, NCS can
provide over one-third of the affordable climate mitigation solutions
needed by 2050 to stabilize global warming to 2°C and below.

ASEAN trends: Plantations are currently in high ESG risk category,
however, nature-based solutions a large opportunity in ASEAN

Plantation companies do not feature in the low/medium ESG risk filters. Only 19% of global palm oil is
The key risks include rainforest destruction and poor working conditions. RSPO certified

There are standards for certified sustainable palm oil. These standards are

in relation to deforestation, lawfulness, transparency, and social impact

laid out by the Roundtable on Sustainable Palm Qil (RSPO). However,

according to RSPO, only 19% of the global palm oil is RSPO certified. The

key issues for these companies lie in their supply chain and in particular

managing their ‘S’ factor, ie, human rights violation, diversity and

inclusion, child labour and safety concerns for contractual labour etc.

Conversely, Southeast Asia is home to 15% of the world’s tropical forests. Within ASEAN’s top 6 markets, Indonesia
Within ASEAN’s top 6 markets, Indonesia has the largest forest cover at 44%, has the largest forest cover at 44%,
followed by Malaysia at 9%, Thailand at 8% and Vietnam at 7%. This will followed by Malaysia at 9%, Thailand at

o .
drive the benefit from NCS which can help reduce greenhouse gas emissions. 8% and Vietnam at 7%.

The Southeast Asian region is estimated to generate approximately
USD19.6b per year by protecting terrestrial forests at risk from
deforestation, with the largest potential within Indonesia (USD10.1b/pa)
and Malaysia (USD2.6b/pa). With the 27™ session of the United Nations
Climate Change Conference of the Parties (COP27) in Egypt approaching in
November 2022 if the participant countries find a solution on global
adjustment of carbon credits, the ASEAN nations would benefit
substantially by developing high-quality carbon credit, generate a new
source of revenue and employment for its people and also protect the
environment.
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Electric mobility: Picking up pace

Nearly 10% of global car sales were electric in 2021, four times the market
share in 2019. Global sales of electric cars kept rising strongly in 2022, with
2m sold in the first quarter, up 75% from the same period in 2021. Public
spending on subsidies and incentives for EVs nearly doubled in 2021 to
nearly USD30b. Over half of lithium, cobalt and graphite processing and
refining capacity is located in China. Europe is responsible for over one-
quarter of global EV production, but it is home to very little of the supply
chain apart from cobalt processing at 20%. The US has an even smaller role
in the global EV battery supply chain, with only 10% of EV production and
7% of battery production capacity. Electrification of road transport in
emerging and developing economies should prioritise two/three-wheelers
and urban buses, as these vehicle types are most cost competitive. Electric
light commercial vehicle (LCV) sales worldwide increased by over 70% in
2021. Sales of electric buses increased 40% over the previous year even as
the global bus market remained roughly constant.

ASEAN trends: EV at nascent stage, lack of minerals and need to

put up a charging infrastructure

Research by the ASEAN Centre for Energy suggests that Thailand, Indonesia EV absorption to expand to around 140m
and Malaysia are the largest four-wheeler vehicle markets in ASEAN, new consumers in Southeast Asia by 2030
accounting for 75% of the market share. Meanwhile, 99% of two-wheeler

vehicle sales come from Thailand, Vietnam and Indonesia. They expect EV

absorption to expand to around 140m new consumers in Southeast Asia by

2030. Thailand is targeting EV to account for 69% of new vehicles by 2035.

Indonesia plans to replace all conventional cars with EV by 2050 and 20% EV

sales by 2025. Malaysia targets 100,000 electric cars, 100,000 electric

motorcycles and 2,000 electric buses by 2030. The Philippines targets 21%

of EV on roads by 2030 and Singapore targets to replace all conventional

vehicles with EVs by 2040. Vietnam is the only market where the sale of

electric two/three wheelers is high at 230k in 2021 as per IEA. In terms of

our study, this theme of green mobility is not yet very assertive in ASEAN

but could accelerate in the next 2-3 years as governments take policy

decisions to improve availability of backward integration in battery

manufacturing and developing an entire ecosystem for charging etc.
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