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ASEAN Morning Bytes
Asian markets to edge lower on inflation concerns

EM Space: Inflation fears boosted by pipeline shutdown

General Asia:  Asian markets may track the downbeat tone on Wall Street overnight with
technology shares retreating ahead of the US inflation release.  Market players keenly await
US inflation data on Wednesday with anxiety compounded by the oil pipeline shutdown
over the weekend.  For Tuesday, economic data features GDP reports from the region
(Malaysia and the Philippines) as well as China’s inflation report while several Fed officials
are also slated to give separate speeches. 
Malaysia:  Just as a month-long ban on inter-state and inter-district travel kicked off
yesterday, the government further stepped up containment efforts for the third wave of the
Covid-19 outbreak with an announcement of a nationwide movement control order
(MCO-3). This follows a more than four-fold jump in daily new infections from about 1,000 a
month ago to over 4,500 last weekend. Effective from 12 May until 7 June, the MCO-3
prohibits social gatherings of all sorts, closes schools, and also imposes a significant curb on
Muslim prayers as the holy month of Ramadan draws to a close this week. All economic
sectors are allowed to operate with an emphasis on work-from-home policy and
significantly trimmed down workplace capacity. Even so, the tighter restrictions will cause a
significant dent to the economy in the current quarter, imparting a downside risk to our
16.7% YoY 2Q GDP growth view which mainly stems from a huge 17% YoY plunge a year
ago rather than any underlying recovery. 
Malaysia:  Today’s 1Q21 GDP and balance of payments reports will reveal the economic
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impact of the second wave of the Covid-19 outbreak. While the year-on-year GDP growth
will remain in negative territory, favourable base effects likely eased the contraction to
-2.5% YoY (ING forecast) from -3.4% in 4Q20. Exports have been the only bright spot in the
economy. The 18% YoY export surge in 1Q21 has revived the manufacturing sector, though
services continue to reel under the impact of the pandemic. Strong exports but weak
domestic demand have kept net trade as the main expenditure-side source of GDP growth
for the third straight quarter, as will be borne out by a steady current account surplus (ING
forecast MYR 16.6 billion vs. MYR 19 billion in 4Q20). We anticipate little market impact from
this historical data, while the MYR should continue to take a cue from local Covid-19
developments as well as global oil price movements. The MYR has been Asia’s worst-
performing currency so far in May.
Philippines:  1Q GDP data will be reported on Tuesday with market participants expecting a
YoY contraction for a 5th straight month.  Partial lockdown restrictions and elevated
unemployment figures likely weighed on overall economic conditions at the start of the
year.  Agricultural activity fell 3.3% YoY for 1Q with the sector impacted by a steep drop in
livestock production with African Swine Fever decimating the hog industry.  We expect GDP
to have contracted by 3.5% and we are not very optimistic for improved economic
conditions in 2Q as authorities were forced to tighten up mobility curbs even further after a
spike in cases recorded in April. 
Indonesia: Indonesians are turning more optimistic on economic prospects, shown by the
latest Bank Indonesia (BI) consumer confidence index. This index climbed to 101.5 in April,
the highest level recorded during the pandemic. Respondents expect job availability and
higher incomes in the coming 6 months with the 6-month ahead index rising to 122.6 in
April from 114.1 in March.  Vaccination efforts to help protect citizens against the virus will
likely help bolster consumer confidence in the coming months and help lift economic
activity as early as 2Q with almost 22 million Covid-19 vaccine doses administered.    

What to look out for: China CPI inflation and Covid-19
developments

China CPI and PPI inflation (11 May)
Philippines GDP (11 May)
Malaysia GDP (11 May)
US JOLTS jobs openings (11 May)
US CPI inflation (12 May)
BSP policy meeting (12 May)
US PPI inflation and initial jobless claims (13 May)
Hong Kong GDP (14 May)
US retail sales, industrial production, University of Michigan sentiment (14 May)
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Now or never: Asia’s sustainability
challenge
Covid-19 has prompted firms and investors globally to accelerate their
sustainability efforts as we've discovered in the recent Longitude/ING
survey,…

The urban 'green lungs' of Victoria Park meet the soaring residential and
commercial buildings of Hong Kong, China

Reasons to be hopeful, but it's not clear-cut
Ask most people what they would expect in terms of regional differences from a global survey on
corporate and investor attitudes to environmental issues and I expect they would suggest that
Europe would be the clear leader, setting their own challenging standards and in turn, setting the
standards for the rest of the world to follow.

They would probably suggest that Asia has been moving progressively in this direction and in
recent years has shown that it too can take Environmental, Social & Governance (ESG) issues
seriously.

They would probably argue that the US is only just beginning to set off on this journey, though is
doing so with considerable energy right now.

So perhaps the thing that jumps out most from the data from which the Longitude/ING "Now or
Never" study is collated, is that for the most part, Europe, North America, and Asia-Pacific are fairly
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close in terms of the majority of these survey results. 

Surveys tend to capture aspiration more easily than they do
objective positions

One reason why there is not a greater dispersion in the survey results in line with our prior
expectations may be that such surveys tend to capture aspiration more easily than they do
objective positions. For example, ask a question like, "In the light of the pandemic, will your
company make executive pay more closely linked to attaining ESG targets?", and for a European
company already well advanced in such fields, the answer may well be "no" because it already
does this to a high degree. 

Ask the same question of a US company that until now may have paid no heed to such metrics,
and even if it may only be beginning to take such goals seriously and in a totally non-material
way, you might get a very different answer. 

So in short, interpretation of the data needs to be careful and take the wider global context into
account. This will become a far more valuable set of data as it is repeated over time and we can
see "direction" and "aspiration" supplemented by some more objective measures of progress.    

Had your company set itself any formal sustainability targets
for the environment before the Covid-19 pandemic?

Source: Longitude and ING study "Now or Never, a new bar for sustainability"

Asia-Pacific, transitioning towards an ESG world
Results from the survey indicate that at least on the surface, firms across the world are taking ESG
more seriously with two-thirds of survey respondents, regardless of region, setting formal
environmental targets even prior to the events of 2020. The survey also shows that the majority of
firms across Asia, Europe and the US are likely to increase and expand environmental targets in
response to the coronavirus developments, led by 113 firms from Europe, 110 from Asia and 103
from the US. This ranking is in line with the prior beliefs we outlined in the introduction.

And although these results suggest that our initial expectation that ESG and sustainable financing
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is an area where companies from Europe outpace Asia and that in turn, Asia outpaces the
US, there are perhaps more important messages we can infer from the data. 

Asia is currently in transition with regard to ESG efforts

One of these is that Asia is currently in transition with regard to ESG efforts. Asked whether their
companies had a sustainable framework in place, only four firms in Asia replied that they had not
and had no plans for doing so. That compares with 10 in Europe and seven in the US. Although Asia
trailed both Europe and American in terms of having a working sustainable framework in place as
of today, the survey showed that 66 firms from Asia were currently in the process of setting up
such a framework - noticeably more than firms in either Europe or the US. 

Even if Asia lags its peers in Europe and the US in terms of having a working sustainability
framework, the survey shows that actual progress is being made on this in the region as it
transitions towards a greater emphasis on ESG.       

Asia-Pacific according to the survey
For the purposes of this survey, 'Asia-Pacific' is also a very particular definition. Out of 450
firms surveyed, 150 of these were classified as Asia-Pacific, with roughly equal numbers of
respondents from firms in Australia, China, Hong Kong and Singapore. In contrast, although
no more firms in total, for Europe, these came from 10 different countries, including
Western and Eastern/Central Europe. 

And what about China? It can be argued that the sample doesn't give sufficient weight to
the country within the region, although the addition of Hong Kong firms may lessen this
criticism to some extent. Moreover, given China's economic dominance of the region, this is
always going to be a potential issue and it's one that we need to be fully aware of. 

Singapore in contrast is a very small economy, at the extreme end of the wealth and
income curve, and also may not be particularly representative of the region. Australia is
uniquely placed given the importance of extraction industries for its economy and may also
not be particularly representative. Both countries are currently heavy per capita emitters of
greenhouse gases, though they take very different public stances on the environment. 

In short, a broader sub-set of Asia-Pacific would have helped to smooth out any impact of
outlier and dominant countries in the survey. And though that does not mean we cannot
draw any conclusions, we feel it is important to highlight the potential for misinterpretation
before we start tentatively drawing out the distinctive Asia-Pacific angles that show up.  
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Has your company got a sustainable finance framework in place
today?

Source: Longitude and ING study "Now or Never, a new bar for sustainability"

Main Asia finding: Government support will be crucial
One area that we feel will be crucial in terms of developing and sustaining the push towards
environmental, social & corporate governance (ESG) is practical government support for such
initiatives. This is important because although firms can go a long way towards improving their
environmental and social impact, it is probable that the commercial imperatives that drive such
actions will eventually run out of momentum without a framework of regulations and clear support
from governments.

Corporate momentum may stall without a regulatory framework
or governmental support

Well informed firms may undertake a number of actions linked to environmental and social
issues driven by their own commercial self-interest - recognising that a "green" product may
command sales and possibly even a price-premium in excess of any cost consideration. But
without carbon taxes, emissions caps, safety standards and the like, this isn't likely to get countries
all the way to net-zero carbon emissions. We feel that governments set out the playing field and
the rules, and companies then use their entrepreneurial skills to come up with the smartest
solutions to these (technical or social innovations). The better they do that, the more growth we
can enjoy in a sustainable manner.

For the moment, Asian companies have indicated a broad push towards ESG goals and setting up
sustainability frameworks. But support from governments via incentive schemes or standardised
metrics will help to ensure that these initial objectives do not fizzle out. 

Survey results shown in the chart below suggest that support from Asian governments for
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environmental issues such as renewable energy programmes, electrification of transport,
sustainable materials' use and carbon taxes was only modestly higher compared to that
of European and US governments.  However, Asian governments gave relatively less emphasis or
support to other social issues such as social housing, access to healthcare and social inequality. At
first glance, it looks like governments across Asia-Pacific favour more support for environmental
issues compared to social issues.

We'd suggest further research before accepting this conclusion. What we do think is clear is that
government support for the push to ESG will be crucial in expanding corporate efforts.    

China's pledge together with the other net-zero targets sets the
bar for other countries in the region

There was not much of a push towards sustainability in Asia in governments' fiscal response to the
Covid-19 pandemic. But since then, a number of governments in the region have made more solid
policy announcements.

China, for example, followed up on its 2060 net-zero carbon pledge late last year with further
policy announcements at the latest Two Sessions meetings. China's 2060 net-zero pledge is
credible, though ambitious, and builds on similar pledges from two of the other big economies and
polluters in the region, Japan and South Korea. China's pledge together with the other net-zero
targets sets the bar for other countries in the region. In other words, if China can achieve this, then
really, everyone can. 

To what extent do you expect to see government action on the
issues below in the country where you're personally located?
Outlook for new government policies (ESG and others) and investment over the next one to
two years

Source: Longitude and ING study "Now or Never, a new bar for sustainability"

https://think.ing.com/articles/hold-asias-lamentable-green-covid-19-response/
https://think.ing.com/articles/hold-asias-lamentable-green-covid-19-response/
https://www.nature.com/articles/d41586-020-02927-9
https://www.nature.com/articles/d41586-020-02927-9
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Investors have yet to wake up to 'Green'
One other outcome from the survey (which is more straightforward to accept) is that Asia-Pacific
investors, on the whole, are not yet demanding portfolios free of the most polluting firms as they
are increasingly doing in Europe. At the moment, maximising returns is possibly still the key
objective for investors, regardless of the underlying activity of the firms in question.

Asia-Pacific investors are not yet, on the whole, demanding
portfolios free of the most polluting firms

The Longitude/ING survey shows some interesting trends describing why firms are undertaking
their sustainability efforts. Companies across the globe appear to have a similar emphasis on the
cost motivation for sustainability, with companies citing “Achieve savings/cut costs” and “Improve
resource efficiency” as two key motivations for their efforts. 

However, we notice some differences as well with US-based firms highlighting “Living up to
corporate social responsibility”, “Respond to changing investor demands (for ESG)” and “Create
new commercial opportunities” as their top three motivating factors for the push to sustainability. 

For European firms, the motivation that stood out was to “avoid reputational risk/improve brand
reputation” given that chasing sustainability efforts is widely accepted and possibly even expected
of firms based in Europe. 

Firms in Asia cite “Meet sustainability criteria” and “Drive product innovation” as their main
motivations, and more often than their counterparts in Europe and the US. 

This doesn't deny the existence of a concerted push by firms in Asia to adhere to their
sustainability frameworks but suggests that such frameworks may be less driven by outside
investor perceptions and requirements than their peers in Europe or the US. That said, the
differences between regions are not big, and we would not want to inflate their statistical
significance.       
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What are the most important motivations or drivers for your
company's sustainability efforts over the next one to two
years?
Motivations that drive the push towards sustainability efforts

Source: Longitude and ING study "Now or Never, a new bar for sustainability"

Asia lags EU and US in green financing but expect some catch-
up
Other survey data also supports our hypothesis that Asia is still in transition towards integrating
ESG into its operations as firms in the region work to set up sustainability frameworks aided
by government support for select initiatives. One area that Asia appears to still lag is in utilising
sustainable finance as a means to raise capital. Substantially fewer companies in Asia claimed to
be doing this compared to companies in both Europe and the US.

One area that Asia appears to still lag is in utilising sustainable
finance as a means to raise capital

In the coming years, we can expect more focus on sustainable finance from companies in Asia with
the survey highlighting a substantial number of Asian companies (52) planning to do this in the
future. We can only expect an increased number of capital raising exercises to be geared towards
ESG as more companies in Asia successfully set up their sustainability framework and government
support for these initiatives continues.     
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Has your company ever raised capital by using a sustainable
finance instrument?
For instance, a green bond, social bond, sustainability bond or green loan.

Source: Longitude and ING study "Now or Never, a new bar for sustainability"

Asia is a region in transition in need of bold support
It does look as if the Covid-19 crisis, for all the damage it has done, had led governments,
corporations, households and investors to wake up to the damage that unfettered
economic activity had been unleashing on the earth for decades. It is no longer too
controversial to claim that a corner has definitely been turned in terms of attitudes to such
activity. And with increasing numbers of countries making future net-zero carbon pledges,
the coming decades will see many changes in the way firms operate.

Perhaps the most glaring regional nuance thrown up by this survey, which otherwise fits
many of our prior beliefs, is to describe Asia as a region in transition, a region in need of bold
and clear legislation and support from governments to complement the positive steps
already being taken by many companies. It is also descriptive of a region where the investor
has yet to start demanding a greener portfolio, without thinking that this is somehow a
trade-off from higher returns and a region that has yet to fully take advantage of the
opportunities available from green finance. This is changing.  

Author

Robert Carnell
Regional Head of Research, Asia-Pacific
robert.carnell@asia.ing.com

 

mailto:robert.carnell@asia.ing.com


THINK economic and financial analysis

Bundle | 11 May 2021 12

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

