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It’s a Matter of Trust

Sustainable Funds Regain Momentum in 2023

In Morgan Stanley's most recent report "Sustainable Reality", it is highlighted that during the first half of 2023,
sustainable funds returned to their historical trend of surpassing traditional funds in performance after some
underperformance in 2022 (see Figure 1). Specifically, sustainable funds recorded a robust growth of 6.9%,
while traditional funds lagged behind at 3.8%. The relatively stable market conditions this year, when
compared to 2022, worked in favour of sustainable funds, and it appears that sustainable funds are
maintaining their stability and serving as a reliable source of patient capital for investors who have their sights
set on longer-term investment horizons.

Figure 1: Sustainable Funds Return to Outperforming Traditional Funds
Sustainable Funds Modestly Outperformed Traditional Funds in 1H23
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Source: Morgan Stanley Institute for Sustainable Investing analysis of Morningstar data
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Another noteworthy takeaway is that the assets under management (AUM) of sustainable funds continued to
expand, reaching over $3.1 trillion globally as of June 2023, compared to $2.8 trillion at the end of 2022 and
represents approximately 8% of the total AUM (see Figure 2). However, Asia is still in the early stages of its
sustainability journey. Europe remains the leading region in terms of sustainable assets under management
(AUM) and the number of sustainable funds, outperforming other global regions. Europe accounts for a
substantial 89% of the total sustainable AUM, whereas North America contributes 10%, and all other regions
combined make up less than 2%. In terms of fund count, Europe houses more than three-quarters of the
world's sustainable funds, followed by North America at 12%, and Asia at 7% (see Figure 3).

Figure 2: Investor Demand for Sustainable Funds Remains Strong
Sustainable AUM Continued to Grow as a Proportion of Total AUM
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Figure 3: Europe Far Outpaces Other Regions in Number of Sustainable Funds
Sustainable AUM Fund Count by Region
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Back home, as of August 1, 2023, there are a total of 38 Unit Trust Sustainable and Responsible Investment
(SRI) Funds and 31 Wholesale SRI Funds. Following a substantial wave of new fund launches in 2022, the
pace of activity has eased, with only 5 Unit Trust SRI Funds introduced in the current year. Nevertheless, we
hold the view that investors (individuals, corporates and institutions) are increasingly expressing interest in
sustainable investment which will continue to support the demand for investments with strong credentials and
products. To accomplish these objectives, collaboration and support are required from a diverse range of
stakeholders, such as government-linked investment firms, asset management entities, corporations, small
and medium-sized enterprises (SMEs), as well as regulatory bodies.

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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