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1 THE WORLD IS
CHANGING RAPIDLY

We are living in times of environmental and
sustainability changes, from climate change to
inequality. The United Nations has identified 17
“Sustainable Development Goals” (SDGs), a blueprint

Figure 1: United Nations (UN) Sustainable Development Goals
Source: UN
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Indeed, sustainability is no longer a checkbox exercise
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INSTTUTIONS SUSTAINABLE fabric of modern business. And as investors, how and

& L @ GALS where we choose to park our money matters—not

only to us, but to society at large.

Figure 2: Examples of companies hurt by inattention to sustainability

Conversely, companies embroiled in controversies increasingly find

2 COMPANIES THAT themselves punished by shareholders, regulators, and the public.
D O G O O D 7 D O W E L L ) The Deepwater Horizon oil spill in the Gulf of Mexico in 2010

cost BP more than US$60 billion in lawsuits, economic and

Firms with a strong sense of purpose and clean-up costs?

that embed sustainability in their DNA
tend to perform well. For example, index
provider MSCl's 2017 research found that
companies with higher environmental,
social and governance (ESG) ratings are
associated with higher profitability and
lower tail risk'. Another study by the
University of Cambridge in 2019 found
that Chinese technology small and
medium enterprises with gender-balanced
management teams performed better
during adverse conditions, posting a
19.5% and 24.8% rise in profitability and
return on assets, respectively?.

In the 1990s, accusations that Nike used sweatshops and child
labour hurt its image and sales. It spent the next decade
changing its practices

Singapore’s water treatment firm Hyflux faces criminal
investigation for corporate governance breaches; its stock
was suspended and it needed a white knight investor

In the age of social media, ESG violations can go viral quickly, hurting a
company’s branding and customer trust for a long time. The loss of “social
license to operate” can severely impact business and financial performance.

3 SUSTAINABLE INVESTING AND
ALPHA GO HAND-IN-HAND

150.0 Investing sustainably need not mean sacrificing returns. On the
140.0 contrary, research has shown that companies with strong
130.0 sustainable practices tend to outperform the broader market or
120.0 peers. For example, over the past five years, ESG leaders in the
110.0 Emerging Markets (EM) Asia Index beat the broader index by 266
' basis points (Figure 3).
100.0
90.0 Other studies concur:
80.0 Bank of America Merrill Lynch’s (BoAML) 2019 research on US
70.0 > equities found that stocks with strong ESG scores outperformed
VIR VIN VIR VIN I VI the broader S&P 500 Index bi/ up to 3 percentage points every
2015 2016 2017 2018 2019 2020 year between 2014 and 2019%
— MSCI Emerging Markets Asia ESG Leaders Index A 2015 study on public companies across Asia, Europe and North
—— MSCI Emerging Markets Asia Index America, by asset manager Robeco and the Hong Kong University

p of Science and Technology Business School, concluded that Asian
Figure 3: In emerging Asia, ESG Leaders have outperformed the broader index equ”:y mvestors' can enjoy hlgher retl:lrns and lower pOthO“O risk
Source: MSCI, DBS, as of 29 May 2020. Performance in USD and net of fees when they consider ESG factors, particularly corporate governance®.
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A SUSTAINABILITY FOCUS
HELPS MITIGATE RISKS

Figure 4: Risk-return Profile of MSCI EM Asia Indices
Source: Bloomberg, as of 8 May 2020
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Figure 5: Sustainable Funds' Estimated Annual Flows
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Sustainability increasingly plays an integral partin @ AUM (USD Billions) Flows (USD Billions) W
investors’ decision-making, investment philosophy 220 22

and process. The interest is clear: in the United States, 200 20
sustainable funds’ assets under management surged 180 18
to a new high in 2019, fuelled by record net inflows of 160 16
nearly four times compared to the year before®. 140 14
Sustainable funds’ growth trajectory is expected to 120 2
continue. Institutional investors, including large asset 100 10
managers and asset owners, are leading the pack, as = 2
evidenced by the rising number of signatories to the o0 e
United Nations Principles of Responsible Investing 22 j

(UNPRI). The UNPRI are a voluntary set of six principles
to incorporate ESG into investment practice. Some
companies use the UNPRI as screening criteria to
evaluate asset managers.
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Figure 6: Number of UNPRI Signatories, 2013 - April 2020 Year-to-date (YTD)
Source: UNPRI, as of April 2020

—— Asia-Pacific (RHS)

1 gu——— 100 Examples of institutions serious about investing sustainably include
30 Japan’s Government Pension Investment Fund (GPIF), the world’s largest
600 pension fund, the California Public Employees’ Retirement System
400 e0 (CalPERS)” and Norway's Norges Bank Investment Management?®.
i Rising demand for sustainable investments is poised to boost
200 SPTEETE 20 valuations, which will, in turn, benefit investors. As an investor, you
0 0 can ride this wave by considering sustainable funds and companies or
2013 2014 2015 2016 2017 2018 2019 A$$—§O integrating ESG holistically into your portfolio.
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DISCLAIMER AND
IMPORTANT NOTES

This Information is published for general circulation and information only and does
not have regard to the specific investment objectives, financial situation and/or the
particular needs of any specific person. Visitors accessing this website should always
seek advice from an independent financial adviser or other professional adviser
regarding the suitability of the Information referred to herein (taking into account the
specific investment objectives, financial situation and/or particular needs of each
person in receipt of the Information) before making any investment and/or any
purchase in reliance of the Information.

The Information may be subject to further revision without notice. Any past
performance, projection, forecast or simulation of results (if any) is not necessarily
indicative of the future or likely performance of any product.

DBS Bank Ltd. and/or any of its related companies or affiliates, which includes any of
their respective directors or officers or employees (collectively the "DBS Group"),
accepts no liability for any direct, special, indirect, consequential, incidental damages
or any other loss or damages of any kind arising from any use of the Information
herein (including any error, omission or misstatement herein, negligent or otherwise)
or further communication thereof.

The DBS Group does not make any warranty (whether expressed or implied), as to
the accuracy or completeness, timeliness or correctness for the Information herein
and thus assumes no responsibility for it whatsoever.



