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ESG Investing in The Era of Chaos 
 
According to Morningstar Direct’s “Q1 2023 Review on Global Sustainable Fund Flows”, global sustainable funds 
attracted USD 29 billion of net inflow in the first quarter of 2023, down from nearly USD 38 billion in the previous 
quarter. However, despite the decline in inflows, the total assets of global sustainable funds showed a recovery trend, 
reaching USD 2.74 trillion by the end of March (Exhibit 1). This 7.5% expansion exceeds the overall global fund market 
growth of 4% in the three months through March 2023. 
 
In terms of inflows, Europe emerged as the dominant region, attracting USD 32.3 billion (Exhibit 2). Over the past year, 
the increasing significance of ESG-related regulations, such as the European Union's Sustainable Finance Disclosure 
Regulation and Taxonomy Regulation, noticeably influenced the demand for sustainable funds. Malaysia saw some 
modest net inflows at USD 49 million in the first quarter of 2023. 
 
Exhibit 1: Quarterly Global Sustainable Fund Assets (USD Billion) 

 
Source: Morningstar Direct 
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Exhibit 2: Global Sustainable Fund Statistics 

 
Source: Morningstar Direct 
 
Despite the challenges posed by rising interest rates, inflation, and the potential for a looming recession, there 
remains a consistent and growing desire among investors to allocate their resources towards investments that 
promote a more sustainable future. Europe has taken the lead in adopting green and sustainable-focused policies. 
This trend is expected to be emulated by major Asian markets, serving as a critical catalyst for the growth of the 
sustainable investing market in the region. However, the political and regulatory landscape in the United States is 
charting a different course. Despite this divergence, recent policy measures such as the Inflation Reduction Act 
suggest that attractive investment opportunities will likely emerge, motivating companies and investors to redirect 
capital towards greener and more sustainable businesses.  
 
Economists argue that it is inevitable that the transition to a clean energy-powered economy may have some 
inflationary effects. This is primarily due to substantial fiscal support and the significant influx of investments into 
technologies such as wind, solar, and electric vehicles. However, it is equally crucial to acknowledge that the failure to 
take decisive action in adapting to climate change could ultimately result in even greater inflationary consequences.  
 
An example of this is the European heatwave experienced in the summer of 2022. The heatwave resulted in severe 
economic disruptions, including impacts on agriculture, energy systems, and infrastructure. These disruptions 
incurred significant costs, both in terms of immediate damages and long-term consequences. Such environmental 
events can trigger rising costs associated with repairing and rebuilding damaged infrastructure, addressing health 
issues, and managing the consequences of resource scarcity. Thus, it is essential to prioritise climate action to mitigate 
the long-term economic risks and avoid greater inflationary impacts in the future. 
 
ESG Investing in Malaysia 
ESG investing in Malaysia is gaining momentum as market participants recognise the significance of sustainable 
practices and responsible investing. Malaysian institutional investors, including pension funds and asset managers, 
have also shown a growing interest in ESG investing. They recognise that incorporating ESG factors into their 
investment decisions can contribute to better risk management and potentially generate sustainable long-term 
returns. 
 



26 May 2023 

DISCLAIMER: This compilation is prepared by Phillip Mutual Berhad (“PMB”) in its capacity as an IUTA approved by the Federation of Investment Managers Malaysia (“FIMM”) for specific Funds distributed by PMB. The 

information contained herein is general information only and not intended for public distribution. It is furn ished to the recipient on a confidential basis. It does not take into account your individual objectives, financial 

situations or needs. You should seek your own professional advisers before investing. No part of this document may be circulated or reproduced without prior permission of PMB and does not constitute an offer, invitation 

or solicitation to invest in the specific Funds. Any investment product or service offered by PMB is not obligations of, deposits in or guaranteed by PMB. You are advised to read and understand the relevant prospectuses 

for the Funds, which have been registered with the Securities Commission Malaysia who takes no responsibility for the contents. The respective prospectuses to the Funds are obtainable at any of our offices, website and 

authorised agents. Any issue of units to which the prospectuses relate will only be made on receipt of the duly completed application form referred to in and accompanying the prospectuses. Investment in 

unit trust funds is not the same as placing money in a deposit with a financial institution. There are risks involved, and investors should rely on their own evaluation to assess the merits and risks when investing in these 

funds. There are also fees and charges involved and investors are advised to consider them before investing in the Funds. Investment in shares and bonds may go up as well as down. The prices of units and distribution payable, 

if any, may also go up as well as down. Past performance of the unit trust funds is not an indication of its future performance. If investors are in any doubt about any feature or nature of the investment, they should consult 

PMB to obtain further information before investing or seek other professional advice for the suitability of the Funds and to their specific investment needs or financial situations. Information contained herein are based on the 

law and practise currently in force in Malaysia and are subject to changes in such law without any notice. 

 
 

 
 

 
 
Malaysia's market continues to face challenges due to global headwinds, as evidenced by the year-to-date decline of -
5.61% in the KLCI Index (or -3.81% when accounting for dividends). Despite that, The FTSE4Good Bursa Malaysia 
(F4GBM) Index and FTSE4Good Bursa Malaysia Shariah (F4GBMS) Index have both exhibited better performance 
compared to the KLCI Index. These sustainable investing indices have experienced smaller declines of -2.48% and -
1.60% respectively. This suggests that companies adhering to sustainable practices have fared relatively well in the 
current market conditions. 
 
Exhibit 3: KLCI, F4GBM and F4GBMS Indices Return (including dividends) 

 
Source: Bloomberg, as of 23 May 2023 
 
Please click on the link to learn more or email us at phillipmutual@phillipcapital.com.my if you require any further 
information. 
 

https://www.phillipmutual.com/products-services/our-unit-trust-funds/
https://www.phillipmutual.com/

