
RHB Research: ESG Matters

Shariah ESG Stock Universe Performance Update

Oct 2022

RHB Research 



Contact Info

The analyst(s) listed are licensed by the Securities Commission
to provide Investment Advice

Alexander Chia

DL : +603 9280 8889

Email : alexander.chia@rhbgroup.com



3

RHB Guide to Investment Ratings

Stock Ratings:

Buy: Share price may exceed 10% over the next 12 months

Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next 12 months 

Take Profit: Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Industry / Sector Ratings:

Overweight The industry expected to outperform the benchmark index, weighted by market capitalisation, over the next 6-12 months.

Neutral The industry is expected to perform in line with the benchmark index, weighted by market capitalisation, over the next 6-12 months.

Underweight The industry is expected to underperform the benchmark index, weighted by market capitalisation, over the next 6-12 months.

Investment Research Disclaimers (page 1)

RHB has issued this report for information purposes only. This report is intended for circulation amongst RHB and its affiliates’ clients generally or such persons as may be deemed eligible by RHB to

receive this report and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. This report is not intended,

and should not under any circumstances be construed as, an offer or a solicitation of an offer to buy or sell the securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research, compilations, extracts or analysis that has been prepared by RHB’s strategic, joint venture and/or business partners.

No representation or warranty (express or implied) is given as to the accuracy or completeness of such information and accordingly investors should make their own informed decisions before relying on

the same.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,

publication, availability or use would be contrary to the applicable laws or regulations. By accepting this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document

under the laws and regulations of the jurisdiction in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to comply with

these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and has been obtained from sources that RHB believes to be reliable and correct at the time of issue of this report.

However, such sources have not been independently verified by RHB and/or its affiliates and this report does not purport to contain all information that a prospective investor may require. The opinions

expressed herein are RHB’s present opinions only and are subject to change without prior notice. RHB is not under any obligation to update or keep current the information and opinions expressed herein

or to provide the recipient with access to any additional information. Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, as to the adequacy, accuracy, reliability, fairness

or completeness of the information and opinion contained in this report. Neither RHB (including its officers, directors, associates, connected parties, and/or employees) nor does any of its agents accept

any liability for any direct, indirect or consequential losses, loss of profits and/or damages that may arise from the use or reliance of this research report and/or further communications given in relation to

this report. Any such responsibility or liability is hereby expressly disclaimed.
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Investment Research Disclaimers (page 2)

Whilst every effort is made to ensure that statement of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this

report are based on assumptions considered to be reasonable and must not be construed as a representation that the matters referred to therein will occur. Different assumptions by RHB or any other

source may yield substantially different results and recommendations contained on one type of research product may differ from recommendations contained in other types of research. The performance of

currencies may affect the value of, or income from, the securities or any other financial instruments referenced in this report. Holders of depositary receipts backed by the securities discussed in this report

assume currency risk. Past performance is not a guide to future performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly or

indirectly, may fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and expressions of opinion relating to macroeconomic research published by RHB economists of which should not be considered as

investment ratings/advice and/or a recommendation by such economists on any securities discussed in this report.

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment decision. The recipient of this report is making its

own independent assessment and decisions regarding any securities or financial instruments referenced herein. Any investment discussed or recommended in this report may be unsuitable for an investor

depending on the investor’s specific investment objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial

instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any recommendations contained in this report must

therefore not be relied upon as investment advice based on the recipient's personal circumstances. Investors should make their own independent evaluation of the information contained herein, consider

their own investment objective, financial situation and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the

investment strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and statements that an event or result

“may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking statements are based on assumptions made and information currently available to RHB and are subject to

known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievement to be materially different from any future results, performance or achievement,

expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and recipients of this report should not place undue reliance on any such forward-looking

statements. RHB expressly disclaims any obligation to update or revise any forward-looking statements, whether as a result of new information, future events or circumstances after the date of this

publication or to reflect the occurrence of unanticipated events.

The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free from viruses or other items

of a destructive nature. This report may also provide the addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks

(including addresses or hyperlinks to RHB own website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form part of this

report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information and are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content providers give no express or implied

warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental,

exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their

content.

The research analysts responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her personal views and opinions about any and

all of the issuers or securities analysed in this report and were prepared independently and autonomously. The research analysts that authored this report are precluded by RHB in all circumstances from

trading in the securities or other financial instruments referenced in the report, or from having an interest in the company(ies) that they cover.
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Investment Research Disclaimers (page 3)

The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to any other person without the prior express written

consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for information purposes only and upon the express understanding that such parties will use it only for the

purposes set forth above. By electing to view or accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to

reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no liability whatsoever for the actions of third parties in

this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on Distribution below for information regarding the distributors of this report. Recipients must not reproduce or disseminate

any content or findings of this report without the express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this report should have regard to the laws of the

recipient’s place of domicile when contemplating transactions in the securities or other financial instruments referred to herein. The securities discussed in this report may not have been registered in such

jurisdiction. Without prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this

report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in every other case, RHB Investment Bank

Berhad and its affiliates, subsidiaries and related companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Bhd. The views and opinions in this report are our own as of the date hereof and is subject to change. If the Financial Services

and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. RHB Investment Bank Bhd has no

obligation to update its opinion or the information in this report.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and associated companies, (“RHBIB Group”) form a diversified financial group, undertaking various investment banking 

activities which include, amongst others, underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the RHBIB Group, may, from time to time, have business relationships with, hold any positions in the securities and/or capital 

market products (including but not limited to shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own account or the account of its customers or perform and/or solicit 

investment, advisory or other services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and internal controls in place where necessary, to prevent/manage any conflicts of interest to ensure the independence of 

this report, investors should also be aware that such conflict of interest may exist in view of the investment banking activities undertaken by the RHBIB Group as mentioned above and should exercise their 

own judgement before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad (through its Singapore branch), and the disclaimers above similarly apply.
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DISCLOSURE OF POTENTIAL CONFLICTS OF INTEREST IN RHB RESEARCH REPORTS

(Updated as at 8 Nov 2022)

RHB Investment Bank Berhad (RHBIB) – conflict of interest disclosures:

RHBIB has a financial interest in the securities or other capital market products of the following companies:

Bermaz Auto, MBM Resources, UMW, GD Express, Hartalega, IHH, Kossan, MAHB, Supermax, Top Glove, Alliance Bank, AMMB, CIMB, Maybank, MBSB, Public Bank, Syarikat Takaful Malaysia, Astro, TM,

Time Dotcom, Bursa Malaysia, IOI Properties, Mah Sing, Gamuda, Kerjaya Prospek, MRCB, Datasonic, Globetronics, Inari Amertron, JHM Consolidation, Genting, Genting Malaysia, Bumi Armada, Dialog

Group, Malakoff, MISC, TNB, Yinson, YTL Power, CMS, Press Metal, AEON Co (M), BAT, Scientex, SKP Resources, VS Industry, Ta Ann Holdings, Duopharma, Frontken, P.I.E. Industrial, Leong Hup

International, Ekovest, MI Technovation, JAKS Resources, Hibiscus Petroleum, D&O Green Technologies, Ho Hup, Uchi Technologies, Mr DIY, Dayang, Ann Joo Resources

RHBIB is a market maker in the securities or capital market products of the following companies:

Sime Darby, Hartalega, IHH, Kossan, KPJ Healthcare, MAHB, Supermax, Top Glove, Westports, AMMB, CIMB, Hong Leong Bank, Maybank, MBSB, Public Bank, IOI Corp, KLK, Sarawak Oil Palms, Sime 

Darby Plantations, TSH Resources, Astro, Axiata, Maxis, TM, Bursa Malaysia, Mah Sing, Sime Darby Property, SP Setia, Sunway, Gamuda, IJM Corp, MRCB, Datasonic, Inari Amertron, MPI, Unisem, Genting, 

Genting Malaysia, Bumi Armada, Dialog Group, Malakoff, MISC, Petronas Chemicals, TNB, Yinson, YTL Power, CMS, Press Metal, BAT, QL Resources, VS Industry, Ta Ann Holdings, Dufu Technology, 

Frontken, P.I.E. Industrial, Pentamaster, Ekovest, Hextar Global, Hibiscus Petroleum, D&O Green Technologies, Mr DIY, Dayang Enterprise, CTOS Digital, Farm Fresh, UWC, Dagang NeXchange, Mi

Technovation, ViTrox Corporation, Sam Engineering

RHBIB’s staff or associated person serve as a director or board member* of the following companies:

-

*For the avoidance of doubt, the confirmation is only limited to the staff of research department

RHBIB received compensation for investment banking or corporate finance services from the following companies in the past 12 months:

DRB Hicom, Tan Chong Motor, Capital A (formerly AirAsia Group), MAHB, AEON Credit, BIMB, CIMB, MBSB, Genting Plantations, IJM Plantations, IOI Corp, KLK, Sarawak Oil Palms, TSH Resources, Axiata, 

Digi, LBS Bina, E&O, IOI Properties, Matrix Concepts, SP Setia, Sunway, Gamuda, IJM Corp, MRCB, Sunway Construction, WCT, Genting, Genting Malaysia, Sports Toto (formerly Berjaya Sports Toto), 

Magnum, Bumi Armada, Malakoff, Muhibbah Engineering, Pestech International, Petronas Gas, Serba Dinamik, 7-Eleven, Berjaya Food, Power Root, Scientex, RCE Capital, KPower, Sarawak Consolidated 

Industries, AME Elite Consortium, Lotte Chemical Titan, D&O Green Technologies, Mr DIY, Cypark Resources, CTOS Digital, Farm Fresh, Kobay Technology, Gas Malaysia

RHBIB received compensation or benefit (including gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in relation to the production of reports for the following companies:

-

Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market products of the subject companies mentioned in this report, except for:

Analyst Company

- -

(2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.



Our proprietary ESG scoring methodology
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• We developed our in-house methodology – rather than rely on assessments

done by third-party vendors in order to get a better grasp on the scores.

• When. We first introduced our ESG methodology in Oct 2020, and have gradually

applied these metrics to the universe of stocks we cover in all jurisdictions

• Why. To make our company-specific ESG assessments more relevant, we now

integrate our ESG scores into the valuations of all companies under coverage.

• How.

 The method we are adopting uses our derived ESG scores (outlined in our

thematic research report from Oct 2020);

 After that, we compare the ESG scores of the individual stocks we cover

against the country’s median, to derive the differential;

 We then quantify that departure, and convert the ESG score into a

discount/premium to be incorporated into equity valuation.

RHB’s ESG methodology, scores, and local

regulations.; Links to reports according to

market are below.

• Malaysia: Environmental, Social, And

Governance : EnviSioninG a Better Future (2

Oct 2020)

• Thailand: Thailand Thematic : Environmental,

Social, and Governance (2 Dec 2020)

• Singapore: Environmental, Social, And

Governance: ESG : The New Way Forward

For SG Equities

• Indonesia: Indonesia Environmental, Social,

And Governance: ESG – The Way Forward

For Conscious Investing

https://research.rhbtradesmart.com/view-file/hash/409530120159987365f75815e272cb
https://research.rhbtradesmart.com/view-file/hash/1527061243277545fc6e410be926?NO_CACHE=2606f02d4f69563cb357dd7464b472cc
https://research.rhbtradesmart.com/view-file/hash/236584151850527160c7d466df0be
https://research.rhbtradesmart.com/view-file/hash/5981944127798936860cbdb1851b10?NO_CACHE=c24b11811ea32397cd8693fe134092c1


Our proprietary ESG scoring methodology
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Weak                                                                                                 

(Low score)

Moderate                                                 

(Medium score)

Good                                                                      

(High score)

Excellent                                                                                      

(The highest score)

Hazardous CO2 emissions Low CO2 emissions

Does not capture the efficient use 

of natural resources

Captures the efficient use of 

natural resources

Hazardous pollution and waste Does not polluteE
n

v
ir

o
n

m
e

n
ta

l A Climate Change (CO2 emissions)

B

Natural Resources preservation (use of 

water, biodversity and land use, raw 

material sourcing)

C

Pollution & Waste (toxic emissions and 

waste, packaging material waste, electronic 

waste)

Environmental rating

Weak                                                                                                 

(Low score)

Moderate                                                 

(Medium score)

Good                                                                      

(High score)

Excellent                                                                                      

(The highest score)

No focus on labor standards 

through its business activities

Focus on labor standards (ex 

safety, etc) through most 

business activities  

Low level of community 

engagement

High level of community 

engagement

Low employee satisfaction; no 

acces to healthcare or to finance

High employee satisfaction.  

Focus on human capital and 

workplace related health (good 

medical insurance) and safety

S
oc

ia
l

D Health & safety

E
Community engagement (access to public 

transportation, education, etc)

F Employee relations

Social rating

Weak                                                                                                 

(Low score)

Moderate                                                 

(Medium score)

Good                                                                      

(High score)

Excellent                                                                                      

(The highest score)

Board/pay; Frequent change of 

auditor; Low earnings quality, 

governance use of leverage, etc 

High earnings quality, 

governance in use of leverage, 

etc  

Low level of transparency, 

business ethics, disclosure of info 

about the business 

High level of transparency, 

business ethics, disclosure of 

info about the business 

activities activities

Low level of transparency 

concerning shareholders rights

Shareowners can actively 

exercise their rights to vote 

and engage with the 

companies they own.

G
ov

er
na

nc
e

G Board independence

H Transparency & disclosure

I Shareholder rights

Governance rating



Highest ESG-Scoring Shariah-Compliant Stocks Under Coverage

Note: As at 4 Nov 2022
Source: Bloomberg, RHB
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Stock
Mkt Cap

(MYR m)

Price

(MYR)

TP 

(MYR)

P/E (x) EPS Growth (%) Yield (%)
ESG Score

FY23F FY24F FY23F FY24F FY23F

Press Metal 36,172 4.39 5.73 18.1 17.7 7.0 2.3 1.7 3.44 

Sunway Bhd 7,725 1.58 2.06 15.9 14.1 14.2 12.8 3.2 3.40 

GHL Systems 799 0.70 0.88 26.0 22.1 19.8 17.8 0.0 3.30 

FM Global Logistics 304 0.55 1.01 6.9 6.6 (4.8) 5.6 7.3 3.30 

Farm Fresh^ 2,991 1.61 1.85 26.1 21.0 31.5 24.1 1.0 3.30 

UEM Edgenta 882 1.06 1.46 9.7 8.9 28.0 9.2 6.7 3.22 

Axis Reit 3,003 1.83 2.19 17.2 16.3 8.7 5.3 5.8 3.20 

Scientex 5,072 3.27 4.31 9.6 7.8 38.5 23.4 3.7 3.20 

Bermaz Auto^ 2,300 1.98 2.35 10.6 9.3 8.6 13.2 7.6 3.20 

Mr DIY Group 19,045 2.02 2.90 28.3 25.1 23.7 12.8 1.8 3.20 

Sunway Construction 1,960 1.52 1.93 13.0 12.8 7.4 1.8 4.6 3.20 

Matrix^ 1,789 1.43 1.88 7.4 7.1 11.5 4.3 7.0 3.20 



YTD, our ESG+Shariah stocks are underperforming the benchmark 

index…

Note: As at 4 Nov 2022

Source: Bloomberg, RHB
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… due to the strong performance of the banking industry

Note: As at 4 Nov 2022

Source: Bloomberg, RHB
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For a number of reasons:

• General economic recovery and stronger-than-expected demand for loans

• Repayment trends steady despite expiry of loan relief assistance programs/moratoriums

• Interest rate hike cycle is a positive for banks’ earnings – defensive picks during rise rate environment



Over the medium/long term, our ESG+Shariah stocks are performing 

well

Note: As at 4 Nov 2022

Source: Bloomberg, RHB
Note: As at 4 Nov 2022

Source: Bloomberg, RHB
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• Resilience against environmental, social and governance issues, e.g. floods, climate

activism, labour scrutiny, etc.

• Customers are becoming increasingly alert to ESG issues; non-alignment to ESG values

could lead to loss of business.

• Inclusion into ESG-related funds and indices (e.g. FTSE4Good Bursa Malaysia) increases

visibility and investibility.

• Companies that are ESG-compliant/friendly tend to attract and retain the best talent,

especially among millennials/new talent.

PwC insights estimate that Asia-Pacific ESG AUM will increase by a CAGR of 27% between

2021-2026.

ESG stocks offer unique propositions…
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• More money to be invested exclusively in Shariah stocks presents capital gain

opportunities for good Shariah counters

… while Shariah-compliant stocks benefit from increasingly 

popular Islamic asset management

14
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• ESG investing and Shariah investing are gaining steam.

• Fundamentally solid Shariah counters with good ESG scores have historically performed

well against the overall market.

• We anticipate the trend will continue as ESG awareness becomes more widespread.

Key Takeaways
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Thank You


