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It’s a Matter of Trust

Malaysia's Progress Towards Carbon Neutrality

According to a recent report by MSCI Inc., the percentage of public companies disclosing Scope 3 emissions
has risen to 35%, a 5% increase since October last year. Additionally, almost half of these companies (44%)
have established decarbonisation targets, which is 8% higher compared to last year's figures. We have seen
the number of global public companies making climate commitments has steadily grown this year. In addition
to that, the increasing disclosure of emissions data by public companies is a favourable trend towards greater
transparency.

What are the scopes
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What are the Scopes of Emissions?

Introduced in 2001, the Corporate Standard of the GHG Protocol categorises emissions into three scopes that
cover various aspects of production and consumption processes. The GHG Protocol is a widely acknowledged
framework for measuring and managing greenhouse gas emissions (GHG), offering guidelines and standards
for organisations to report and quantify their emissions. It is commonly utilised by corporations, governments,
and other entities for greenhouse gas accounting and reporting purposes.

Scope 1 emissions are emissions directly produced by sources owned or controlled by a company. These
include stationary emissions from fuel combustion in boilers, heaters, and furnaces; mobile emissions from
company-owned vehicles that burn fuel; fugitive emissions from gas leaks in air conditioning units and
refrigerators; and process emissions from industrial processes.

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 furnished 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. Investmentin
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.



19 May 2023

PHILLIP MUTUAL BERHAD

Company No. 200201002746 (570409-K)
Tel: (603) 2783 0300 | Fax: (603) 2166 6417
Webpage: www.phillipmutual.com | E-mail: phillipmutual@phillipcapital.com.my

PhillipMutual

It’s a Matter of Trust

Scope 2 emissions are emissions that occur indirectly as a result of a company's use of purchased energy
for heat, cooling, electricity, or steam. These emissions are generated at the location where the energy is
produced. Similar to Scope 1 emissions, Scope 2 emissions pertain to resources that are under the ownership
or control of the company.

Scope 3 emissions cover indirect emissions that occur throughout the entire value chain, originating from
activities that are beyond the company's ownership or control. These emissions include both upstream
activities, such as travel, employee commuting, waste disposal, transportation, and distribution, as well as
downstream activities such as running of franchises, the usage of sold products and their end-of-life treatment.
Unlike Scope 1 and 2 emissions, companies have the option to choose whether or not to report their Scope 3
emissions.

Critics argue that not reporting Scope 3 emissions can lead to investors making uninformed investment and
voting decisions, as these emissions are usually the largest. The categorisation of emissions into these scopes
enables companies to focus their efforts on reducing their carbon footprint and working towards carbon
neutrality.

Malaysia’s Context

Malaysia has set forth a progressive goal to attain carbon neutrality by 2050 and to cut its greenhouse gas
(GHG) intensity against Gross Domestic Product (GDP) by 45% by 2030. The nation is actively working
towards achieving this ambition and implementing measures to reduce its carbon footprint. To support its
ambition of achieving carbon neutrality by 2050, Malaysia has established five key pillars. These pillars focus
on the deployment of renewable energy (RE), effective management of carbon emissions, water, and waste,
the development of sustainable cities, and the acceleration of the green economy.

Maybank and CIMB took the lead as one of the pioneering banks in Malaysia to establish a Scope 3 financed
emissions baseline. This crucial step allows them to develop transition plans aimed at attaining the overall
target of achieving net zero greenhouse gas (GHG) emissions by 2050. Both banks are actively taking
measures to align their operations with sustainable practices and contribute to a low-carbon future. For banks,
financed emissions are indirect emissions related to loans, underwriting, investments and any other financial
services.

And fresh from the oven last week, as part of a recent policy review aimed at facilitating the growth of the
energy industry, the Malaysian government has lifted the ban on the export of renewable energy (RE).
Reversing the ban will help firms build renewable power generation capacity on a larger scale and take
advantage of high demand from neighbouring countries. Additionally, the government has revised its 2050
target for RE generation capacity, increasing it from 40% to 70% of the nation's total. This means that Malaysia
will need to more than double its future installation of RE compared to previous projections. Currently,
Malaysia's energy generation capacity comprises 20% from renewable sources like solar and hydro power.
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Malaysia's aim to achieve carbon neutrality by 2050 demonstrates its dedication to becoming a leading force
in regional decarbonisation. The country's growing focus on sustainability is fostering a culture of monitoring,
measuring, and ultimately, taking responsibility. This can serve as a framework for ESG-minded firms to chart
their own journeys. This will also bolster the country’s attractiveness as a destination for investment and
business and attract quality Foreign Direct Investment (FDI) into the country. Furthermore, when foreign
investors support projects that promote ESG, host countries can reap the benefits of industry-specific
expertise, technology transfer, and job creation in sectors that contribute to environmental and social progress.

Our investment portfolio focuses on quality companies that possess strong fundamentals, including stable
earnings and a promising future outlook, and are led by capable management teams. Please click on the link
to learn more or email us at phillipmutual@phillipcapital.com.my if you require any further information.
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