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Introduction

Global capital markets experienced important developments and structural changes during the last two
decades. For example, the decreasing number of listed companies in advanced economies and the rise
of Asian listed corporations have impacted the global composition of listed companies. By the end of 2021,
Asian stock exchanges hosted 56% of the total number of companies globally. Company group structures,
which are a common characteristic of Asian and ASEAN (Association of Southeast Asian Nations) markets,
have supported many businesses to achieve economies of scale, synergies and efficiencies. Many of these
are now under the scope of regulators, as some of these group companies list their shares on public
markets. Considering the greater complexity inherent in such structures, this has brought new challenges
to regulators to ensure equal treatment of shareholders.

The increase in assets under management by institutional investors has turned them into important
shareholders in listed corporations, concentrating significant stakes in some markets. In addition, the
emergence of new and unexpected risks such as the COVID-19 pandemic has also shed light on some of
the weaknesses in the management of such risks. Importantly, climate change has emerged as one of the
key topics that concern investors and corporations, and societies at large. Companies and regulators have
been giving increased consideration to sustainability risks and opportunities in response to demands by
investors, who are requesting better information to assess companies’ value and their investment and/or
voting decisions.

All these developments and the road to recovery from the COVID-19 pandemic will require well-functioning
capital markets that can allocate significant financial resources for long-term and sustainable investments,
and a corporate governance framework that gives investors, executives, corporate directors and
stakeholders the tools and incentives to make sure that corporate practices are adapted to the new reality.
Against this background, in November 2021, the OECD Corporate Governance Committee launched a
review of the G20/OECD Principles of Corporate Governance to update the Principles in light of recent
evolutions in capital markets and corporate governance policies and practices.

ASEAN corporations have also been part of these developments and have been impacted by all these
changes. This background note was developed to help support the discussions on the review of the ASEAN
Corporate Governance Scorecard and takes stock of main developments in capital markets and corporate
governance in the region. The first chapter takes stock of the major trends and current state of the capital
market landscape in the six ASEAN economies participating in the ASEAN Corporate Governance
Scorecard, namely: Indonesia, Malaysia, the Philippines, Singapore, Thailand and Viet Nam (hereafter
“ASEAN economies”). The second chapter takes stock of the corporate governance regulatory framework
that relates to the main trends observed in capital markets and also to key issues that were the subject of
the OECD'’s recently completed review of the G20/OECD Principles of Corporate Governance.

This background note was developed during the OECD'’s review process and takes into consideration the
priority issues agreed for the review. It was completed and issued just prior to the expected adoption of
the revised G20/OECD Principles of Corporate Governance in June 2023.1 The note was prepared by

! For more information on the revised G20/OECD Principles on Corporate Governance, please see: OECD, Review
of the G20/OECD Principles of Corporate Governance, https://www.oecd.org/corporate/review-oecd-g20-principles-
corporate-governance.htm.
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Akiko Shintani, Alejandra Medina, Tugba Mulazimoglu and Yun Tang under the supervision of Serdar Celik
and Daniel Blume, all from the Capital Markets and Financial Institutions Division of the OECD Directorate
for Financial and Enterprise Affairs. It benefits from survey responses and comments from the capital
markets regulators and experts from Indonesia, Malaysia, the Philippines, Singapore, Thailand, and Viet
Nam. This background note also received support from the Government of Japan.
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1 Corporate landscape

This chapter takes stock of the major trends and current state of the capital market landscape in the six
ASEAN economies participating in the ASEAN Corporate Governance Scorecard, namely: Indonesia,
Malaysia, the Philippines, Singapore, Thailand and Viet Nam.

1.1. Corporate sector overview

In the last two decades, ASEAN economies have witnessed an annual real GDP growth of 5% and the
region’s combined GDP had surpassed USD 3 trillion in 2021. By 2022, their GDP continued its growth to
USD 3.5 trillion, equivalent to 3.5% of the world’s GDP.? If ASEAN economies are grouped as a single
economy, they would have ranked as the 11™ largest economy in 2000. Following its sustained growth
over the last two decades, ASEAN would now rank as the fifth largest economy by the end of 2022. ASEAN
is today a global hub for manufacturing and trade, while being one of the fastest-growing consumer markets
in the world. However, the growth dynamic and level of development still differs within the region.

Following the 1997 Asian financial crisis, ASEAN economies devoted great efforts to build market
resilience. A stable macroeconomic scenario, a series of reforms and regional efforts to operate as a block
have provided a platform for growth. The corporate sector has been the engine of growth in the region,
and along with GDP growth, the number of listed companies in ASEAN economies has almost doubled
since 2000. As of the end of 2021, 3 768 companies were listed on ASEAN exchanges (see Figure 1.1,
Panel A).

With an increasing number of companies joining the public markets, the equity market capitalisation
exceeds GDP levels in Malaysia, Singapore and Thailand. Indonesia, despite being the largest market
among ASEAN economies (USD 577 billion), its market capitalisation only represents 49% of GDP,
highlighting that the contribution of listed corporations to the overall economy has significant room for
growth. Malaysia is the largest market by number of listed companies, representing 25% of the region’s
listed companies, followed by Indonesia. Measured by market capitalisation, Indonesia is the largest
market, representing 23% of the regional market capitalisation, followed by Thailand, which accounts for
22% of the region’s market capitalisation.

With respect to industry composition, financial companies represent more than one-third of the market
value in Indonesia, Singapore and Viet Nam (Figure 1.1, Panel A). In Malaysia, the Philippines and
Thailand, financial companies, mostly banks, account for 13-22% of the total market capitalisation. Indeed,
the banking sector in ASEAN economies has a prominent position as provider of financing to the corporate
sector. Estimates show that between 80-100% of the corporate financing in Indonesia, the Philippines and
Viet Nam corresponds to bank loans. The reliance on bank loans is not as high in Singapore, Malaysia
and Thailand, where debt markets are more developed. However, bank loans remain the main source of
corporate financing (Zurich Insurance Group, 2021y)).

2 The calculation is based on World Development Indicators Database and IMF World Economic Outlook Database,
April 2023.
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When excluding the financial sector, listed companies in the consumer non-cyclical sector are dominant in
most ASEAN economies, and well above the levels in other parts of Asia and globally. Notably in Singapore
and the Philippines, companies in the consumer non-cyclical sector make up over one-third of the total
market capitalisation. In Malaysia and Indonesia, consumer non-cyclical is also the largest industry in terms
of market capitalisation, followed by technology. In Thailand, both industrial and consumer cyclical
companies represent around 15% of the market capitalisation. Differently from ASEAN peers, in Viet Nam,
real estate represents 36% of the market capitalisation.

Figure 1.1. Listed companies in ASEAN economies as of end-2021

A. Listed companies as of end 2021 B. Industry composition of non-financial
listed companies

B Consumer non-cyc. [l Consumer cyc.
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Note: In Panel A, “T” stands for trillion, and “B” stands for billion.
Source: OECD Capital Market Series dataset, Refinitiv Datastream, see Annex for details.

Along with the increasing number of listed companies in ASEAN economies, the aggregate balance sheet
of listed companies grew by 50% over the last decade. Book equity also grew, although only by one-third
over the same period (Figure 1.2). Therefore, the capitalisation ratio (book equity over assets) was 43% in
2020, much lower than the 50% observed at the global level (OECD, 2021j2). Indeed, since 2011, there
has been a consistent drop in the capitalisation ratio of non-financial listed companies, from 49% in 2011
to 44% in 2019, and 43% in 2020, when listed companies tapped the debt market in response to the
COVID-19 crisis. Lower capitalisation ratios make companies less resilient to overcoming unexpected
shocks.
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Figure 1.2. Balance sheet of ASEAN non-financial listed companies
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Source: OECD Capital Market Series dataset, Refinitiv Datastream, see Annex for details

Liabilities, mainly in the form of financial debt and accounts payable, have grown steadily since 2006.
Aggregate leverage, measured as the ratio of liabilities to assets, went from being 55% in 2006 to 58% in
2020. In particular, the proportion of financial debt has been rising, reaching 65% of total liabilities in 2020
compared to 54% in 2006 (Figure 1.3).

Figure 1.3. Liabilities of ASEAN non-financial listed companies
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Source: OECD Capital Market Series dataset, Refinitiv Datastream, see Annex for details

At the country level, debt patterns also show significant differences. Focussing only on financial debt, the
increase under different measures has been substantial in some economies. For example, when
measuring leverage as the debt-to-assets ratio, listed companies in Singapore, the Philippines and
Thailand have experienced an increase of over 8 percentage points between 2006 and 2020 (Figure 1.4).
In Malaysia, aggregate leverage increased 4 percentage points, and in Viet Nam and Indonesia,
companies slightly decreased their leverage levels in 2019 and 2020 when compared with 2006. When
looking at the debt-to-EBITDA ratio, the increase is much more pronounced. Despite the growth in balance
sheets, there has been a consistent decrease in profits over the last decade. Therefore, the
debt-to-EBITDA ratio increased. Corporations in Singapore, Thailand and the Philippines showed an
increase in this ratio from around 2.0x in 2006 to around or over 5.0x in 2020. The economic slowdown
resulting from the COVID-19 pandemic has further increased this ratio. Debt-to-EBITDA at the corporate
level remained around 3x in 2020 in Indonesia and Viet Nam. Since Debt-to-EBITDA is a measure of a
company's ability to pay off its debt, it is often used by lenders to determine a company's risk level, and by
investors to determine a company's ability to pay dividends. Therefore, a higher ratio may raise concerns
in the current high interest rate environment, where refinancing large amounts of debt could be challenging.

CORPORATE FINANCE AND CORPORATE GOVERNANCE IN ASEAN ECONOMIES © OECD 2023
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Figure 1.4. Corporate leverage in ASEAN economies
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Source: OECD Capital Market Series dataset, Refinitiv Datastream, see Annex for details.

During the 2006-11 period, the significant increase in total assets has also been accompanied by growth
in both sales and profits. As assets grew from USD 957 billion in 2006 to USD 1 500 billion in 2011, sales
almost doubled (Figure 1.5). As in the rest of the world, the global financial crisis generated a significant
contraction in profits in ASEAN listed companies. Profits recovered in 2010, reaching USD 85 billion, 1.6
times the amount in 2006. However, after 2011, despite the continued growth of listed companies’ assets,
sales and profits did not grow at a similar pace. Indeed, during the last decade, assets grew further to
USD 2 120 billion, while sales stagnated around the 2011 level. At the same time, corporate profits dropped
to USD 57 billion in 2019, and due to the consequences of the COVID-19 crisis, they further dropped to
USD 17 billion in 2020. Since 2010, profits as share of sales followed a declining trend, showing a reduced
capacity of corporations in the region to generate profits.

Figure 1.5. Sales and profits of non-financial listed companies in ASEAN
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Source: OECD Capital Market Series dataset, Refinitiv Datastream, see Annex for details.

The decrease in profits is also visible at the country level. Across ASEAN economies, non-financial
corporations experienced a significant drop in profits during the last decade, similar to what has been
observed in Asia and globally. However, a sharp decline in return on equity (ROE) is observed in ASEAN
corporations between 2011 and 2019 (Figure 1.6, Panel B). ROE dropped by around eight percentage
points for companies in Indonesia, the Philippines and Singapore, and around five percentage points for
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companies in Malaysia and Thailand. When measuring companies’ profitability with return on assets
(ROA), the trend is similar (Figure 1.6, Panel A). It is worth mentioning that, overall, non-financial
companies in Viet Nam have shown the highest profitability, followed by Thai and Indonesian companies.

Figure 1.6. Profitability of non-financial listed companies from main ASEAN economies
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Source: OECD Capital Market Series dataset, Refinitiv Datastream, see Annex for details.

1.2. Trends in the use of public equity

Over the last two decades, ASEAN companies have extensively used equity markets to raise capital
through both initial public offerings (IPOs) and secondary public offerings (SPOs). Together 2 547
non-financial companies had an initial public offering raising a total amount of USD 154 billion. Between
2000 and 2011, on average over USD 7.4 billion of new equity capital was raised annually through IPOs
by non-financial companies. This amount dropped to an annual average of USD 6.5 billion over the
2012-21 period. This was accompanied by a decrease in the number of IPOs during that decade.

Importantly, once a company is listed, it can raise more capital via secondary public offerings, as it already
discloses information to the public and has an investor base. Thus, despite the observed decline in the
IPO market during the last decade, secondary public offerings have surged. On average, almost 370
companies raised USD 18 billion each year. The secondary public offerings activity increased particularly
during a crisis when non-financial companies extensively use the equity market to raise funds to overcome
temporary downturns. Indeed, during the COVID-19 crisis, there has been a historically high number of
493 already-listed companies raising a total amount of USD 26 billion. The same pattern has been
observed during the aftermath of the 2008 financial crisis, when around 490 already-listed companies
issued USD 23 billion of new equity.

CORPORATE FINANCE AND CORPORATE GOVERNANCE IN ASEAN ECONOMIES © OECD 2023
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Figure 1.7. Initial and secondary public offerings by non-financial companies in ASEAN economies
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Source: OECD Capital Market Series dataset, see Annex for details.

The use of public equity varies across ASEAN economies. Relative to GDP, the most active markets
between 2012-21 were Malaysia, Singapore and Thailand where the total capital raised represented over
1.2% of their domestic GDP (Figure 1.8). These three markets also surpassed the level of capital raising
activity in Asia (0.9% of GDP) and at the global level (0.7% of GDP). Companies in Thailand ranked first
both in number of IPOs, and total equity raised via IPOs and SPOs. Malaysian companies ranked second
in the amount of capital raised in IPOs driven by a few large IPOs. Most of the companies that went public
in the Philippines were substantially larger (USD 76 million median IPO size) than the other markets where
the median size of IPOs was between USD 5-17 million. Notably, the median size of IPO companies in
ASEAN economies remains small compared to Asia and the world.

Figure 1.8. Equity capital raised by non-financial companies, 2012-2021

Number of Size of IPOs Total IPOraised  Total SPOraised  Total equity raised

IPOs (USD millions) (USD billions) (USD billions) (% of GDP)
By region

World 11978

Asia 6 893
ASEAN 994 65 183

ASEAN economies

Indonesia 256
Malaysia 180 10
Philippines 33
Singapore 177
Thailand 270
Viet Nam 78 B 0:2%

Note: The size of IPOs is calculated by taking the median value of all IPOs.
Source: OECD Capital Market Series dataset, see Annex for details.

In terms of industry composition, the most active industries in ASEAN economies according to the capital
raised via IPOs are industrials and consumer non-cyclical, whereas in Asia and at the global level, the lead
industries are industrials and technology (Figure 1.9). Industrials and consumer cyclical are the most active
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industries raising capital via secondary public offerings at the global level, in Asia and in ASEAN
economies. It is worth noting that within ASEAN economies some differences arise. For example, industrial
companies dominate IPOs in Singapore and Thailand, and rank second in Indonesia and Malaysia.
Following industrials, consumer non-cyclical and consumer cyclical companies have also raised a
significant share of the IPO and SPO proceeds. In Malaysia and the Philippines, companies in consumer
non-cyclical raised a total of 26% and 41% of IPO proceeds respectively. Different from the main trends,
in Viet Nam energy companies represent the largest share of IPO proceeds, whereas healthcare
companies account for 17% of the IPO proceeds in Singapore, and basic material companies are
responsible for a quarter of the capital raised via IPOs in the Philippines. Energy companies have been
active in raising capital through secondary public offerings in Malaysia and telecommunication companies
raised a significant amount of capital via SPOs in Singapore.

Figure 1.9.1PO and SPO proceeds by non-financial companies by industry, 2012-2021
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Source: OECD Capital Market Series dataset, see Annex for details.

1.3. Trends in the use of corporate bonds

In line with the global trends, corporate bonds have gained increasing importance as a source of financing
for ASEAN companies. Particularly there has been a considerable shift from bank loans to corporate bonds
in the aftermath of the 2008 financial crisis (Becker and Ivashina, 20143)). During the last decade the
annual average amount of corporate bonds issued was USD 88 billion, almost three times that of the
previous decade (Figure 1.10, Panel A). Together, over 3 000 companies used corporate bond markets to
raise a total amount of USD 880 billion between 2012 and 2021. Non-financial companies issued USD 394
billion, the equivalent to 45% of the total capital raised, and the remaining USD 486 billion corresponded
to financial companies. This distribution of issuances between non-financial and financial companies is
similar to that in Asia, where non-financial companies represent 46% of total issuances. As a result, the
outstanding stock of corporate bonds by ASEAN companies in 2021 reached an all-time high at USD 558
billion, with non-financial companies responsible for USD 251 billion (45% of the total) (Figure 1.10, Panel
B). Despite the strong growth, ASEAN economies lag behind Asia. Indeed, the total corporate bond
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issuances by ASEAN companies during the last decade accounted for 6% of the total issued in Asia, much
lower than its contribution to Asian GDP (11%).3

Figure 1.10. Corporate bond landscape in ASEAN economies
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Source: OECD Capital Market Series dataset, Refinitiv, see Annex for details.

Corporate bond markets in ASEAN economies show significant differences. Overall, Singapore and
Thailand are the two largest corporate bond markets, accounting for over 60% of total issuances in the
region between 2000 and 2021. One important feature is the significant increase in the issuance of
corporate bonds across all ASEAN economies since early 2000. Specifically, in Indonesia, the Philippines
and Thailand, corporate bond issuances more than doubled in the 2008-14 period compared to the
2000-07 period. This has been driven by both financial and non-financial companies. In Malaysia and
Singapore, the total proceeds raised increased by more than 40% in the 2008-14 period compared to
2000-07, and it was mainly driven by financial companies. During the 2015-21 period, corporate bond
issuances almost doubled in Thailand and Singapore compared to the 2008-14 period. The increase in
Thailand is mostly driven by non-financial companies, while in Singapore financial companies are driving
the growth in corporate bond issuances.

It is important to note that the corporate bond market is at an earlier stage in Viet Nam. Indeed, the market
only started in 2000 and is targeted at institutional investors. The size of the market is relatively small
compared to other ASEAN markets. However, non-financial companies in Viet Nam more than quadrupled
their corporate bond issuances during the 2015-21 period compared to 2008-14, showing signs of a
growing use of corporate bonds as a source of financing. Importantly, in 2021, corporate bond issued by
state-owned enterprises” represented 19% of the outstanding amount of corporate bonds (ADB, 2022p).

The share of bonds issued by non-financial companies also differs across countries. Indeed, in Malaysia,
Singapore and Viet Nam, the amount of capital raised via corporate bonds by financial companies
surpassed the amount issued by non-financial companies (Figure 1.11). On the contrary, in the other
ASEAN economies, non-financial companies absorb a larger share of total corporate bond issuances
compared to financial companies.

3 The calculation is based on the IMF World Economic Outlook Database.
4 State-owned enterprises in Viet Nam are defined as those where the state owns more than 50% of the equity capital.
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Figure 1.11. Corporate bond issuances in ASEAN economies
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Source: OECD Capital Market Series dataset, Refinitiv, see Annex for details.

A breakdown of the total proceeds from corporate bonds by industry reveals that industrial companies
represent the largest share of the capital raised via corporate bonds worldwide (26%) and in Asia (45%)
(Figure 1.12). ASEAN economies are no exception as industrial companies represent around a quarter of
corporate bond issuances in the region. The dominance of industrial companies is similar to that observed
in equity offerings, where industrial companies constitute 22% of the capital raised in IPOs and 29% in
SPOs in ASEAN economies. Consumer non-cyclical represent 17% of bond issuances among ASEAN
corporations, followed by energy companies (16%).In Malaysia, Singapore and the Philippines, industrial
companies correspond to 46%, 41% and 26% of corporate bond issuances. In Indonesia, energy and utility
companies represent over half of the corporate bond issuances. Consumer cyclical companies are
responsible for almost half of the capital raised in Viet Nam via corporate bonds. It is important to point out
that bonds from technology companies are negligible in ASEAN economies, except in Singapore.

Figure 1.12. Corporate bond issuances non-financial companies in ASEAN economies, 2012-2021
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Source: OECD Capital Market Series dataset, Refinitiv, see Annex for details.

1.4. Ownership structure of listed companies

At the global level, institutional investors are the largest investor category, holding 44% of the global market
capitalisation, followed by corporations and the public sector with 10% each, and strategic individuals
owning 9%. The remaining 27% of the market capitalisation is held by shareholders that are not required
to disclose their ownership as they have not reached the threshold of disclosure.
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ASEAN listed companies show a different landscape of corporate ownership compared to the global
picture and to other Asian countries. As shown in Figure 1.13, corporations are the largest owner of ASEAN
listed companies, reflecting the prominent existence of company group structures. Indeed, 31% of the
listed equity is owned by corporations, compared to 19% in Asia and 10% at the global level. In countries
such as Indonesia and the Philippines, group structures are more prominent as 41% and 47% of listed
companies are owned by corporations. The public sector appears to be the second largest owner of
ASEAN companies holding 18% of the listed equity, particularly in Malaysia and Viet Nam, where the public
sector owns 34% and 25% of the listed equity respectively. The presence of institutional investors is
relatively small in ASEAN economies, where they own a modest 9% of the total market capitalisation
compared to their global holdings (44%) and to their holdings in Asia (18%). In Singapore, the holdings of
institutional investors are relatively higher, accounting for 13% of the listed equity.

Figure 1.13. Investors’ holdings as of end-2021

I Corporations % Public sector 1 Strategic individuals B8 Institutional investors 5 Other free-float

Global 10% 10% 9% 44% 21%
Asia 19% 16% 14% 33%
ASEAN 31% 18% 9% 29%
Indonesia 41% 17% 12% 22%
Malaysia 26% 34% 10% 21%
Philippines 47% 2% 18% 28%
Singapore 24% 13% 12% 13% 38%
Thailand 25% 16% 19% 7% 33%
Viet Nam 24% 25% 12% 7% 32%

Note: Investors are classified following De La Cruz, Medina and Tang (2019p), “Owners of the world’s listed companies’,
www.oecd.org/corporate/Owners-of-the-Worlds-Listed-Companies.htm.
Source: OECD Capital Market Series dataset, FactSet, Refinitiv, Bloomberg, see Annex for details.

The ownership structure in most markets around the world shows a high degree of concentration and
ASEAN markets are no exception. Figure 1.14 shows the share of companies with different levels of
combined ownership for the three largest shareholders. In 11% of the ASEAN listed companies, the three
largest shareholders together hold between 10% and 29% of the equity. In 22% of them, the three largest
shareholders hold between 30% and 49% of the equity. Importantly, in 67% of ASEAN listed companies,
the three largest shareholders own over half of the listed equity. However, the degree of ownership
concentration varies across countries. Ownership concentration is especially high in Indonesia and the
Philippines, where the largest three shareholders hold over 50% of the equity in at least eight out of 10
companies. In Malaysia, Thailand and Viet Nam the ownership concentration is lower. In fact, in around
55% of the listed companies, the largest three shareholders hold over 50% of the equity.
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Figure 1.14. Ownership concentration by the largest three shareholders as of end-2021
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Source: OECD Capital Market Series dataset, FactSet, Refinitiv, Bloomberg, see Annex for details.

Corporations are prominent owners of listed companies in ASEAN economies. Indeed, non-domestic
corporations are important owners in some of these markets (Table 1). For instance, in Singapore and
Indonesia around 15% of the market capitalisation is held by nhon-domestic corporations. Moreover, a large
share of the market capitalisation in ASEAN markets is in the hands of other listed companies. As shown
in the fourth column of Table 1, in the Philippines 29% of the listed equity is held by other listed companies
and this number is 19% in Indonesia and Thailand. Often, these holdings of listed companies correspond
to companies listed abroad, e.g. Indonesia where non-domestic public listed corporations hold 12% of the
total market capitalisation and Singapore where this share is 13%.

Table 1. Corporations as owners by location and listed status as of end-2021

Share of market capitalisation owned by:

. . A Non-domestic Domestic
. Non-domestic Domestic Publicly listed . Lo
Corporations ) - - public listed public listed
corporations corporations corporations . .
corporations corporations
Indonesia 41% 14% 27% 19% 12% 7%
Malaysia 26% 7% 19% 11% 6% 5%
Philippines 47% 4% 42% 29% 3% 25%
Singapore 24% 16% 9% 17% 13% 3%
Thailand 25% 8% 18% 19% 6% 12%
Viet Nam 24% 9% 15% 13% 6% 8%

Source: OECD Capital Market Series dataset, FactSet, Refinitiv, Bloomberg, see Annex for details.

The public sector has gained importance as an owner of listed equity during the last two decades, mostly
driven by the listing of minority shares of state-owned enterprises (SOESs) as a result of partial privatisation
processes. In addition, the public sector has also increased its presence in the stock market through the
establishment of sovereign wealth funds and public pension funds, among others. Nowadays, the public
sector has controlling holdings in 1 898 listed companies around the world and most of them are in Asia,
with 180 of them listed on ASEAN exchanges. The public sector holds 10% of the global listed equity, and
this number is 18% in ASEAN economies (Figure 1.13). The table below shows an overview of listed
companies controlled by the public sector. State control here is defined as any state holding of at least
25% of the listed equity (Table 2). By the end of 2021, the 180 ASEAN listed companies controlled by
states had a total market capitalisation of USD 675 billion. These state-controlled listed companies are
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often much larger than other listed companies. Indeed, despite constituting a moderate share of total
number of listed companies, they represent a large share in terms of market capitalisation. For instance,
in ASEAN economies, on average these state-controlled companies represent 8% of the number of listed
companies, while they correspond to 28% of the market capitalisation in their respective markets.

Table 2. Public sector holdings as of end-2021

Market cap. of No. of listed Average state State-controlled State-controlled
state-controlled companies under holdings5 listed companies listed companies
companies state control (share of total (share of total
(USD million) market number of
capitalisation) companies)
By region
World 13 630 234 1898 55% 1% 6%
Asia 8437187 1392 54% 24% 9%
ASEAN 675 340 180 58% 28% 8%
ASEAN economies
Indonesia 144 389 48 66% 25% 9%
Malaysia 207 540 61 54% 51% 11%
Philippines 410 1 38% 0% 1%
Singapore 135596 14 49% 31% 5%
Thailand 110793 18 53% 21% 4%
Viet Nam 76 613 38 58% 33% 18%

Note: State control is defined as any state holding of at least 25% of the listed equity. Control is not restricted to the state where the company
is listed: a company listed in Viet Nam can be controlled by a state different from the Viethamese state. The definition of state used here may
differ from that is used in individual jurisdictions, see the Annex for details.

Source: OECD Capital Market Series dataset, FactSet, Refinitiv, Bloomberg, see Annex for details.

1.5. Sustainability and resilience

ASEAN economies in their aim to achieve sustainable development, and to mitigate the social and
environmental risks linked to climate change, have made significant commitments in line with the Paris
Agreement on Climate Change and the United Nations 2030 Agenda for Sustainable Development. They
also adopted a regional agenda, known as the ASEAN Community Vision 2025 to work towards a
Community that is “politically cohesive, economically integrated and socially responsible” (ACMF, 20205g)).
However, country-specific policy strategies are still needed for a more balanced, inclusive and
environmentally sustainable development, as ASEAN economies are geographically, culturally and
economically diverse (IMF, 20187)).

In the meantime, financing the transition to a sustainable economy requires significant investments. In
particular, the Paris Agreement includes a commitment to finance the climate transition with the aim of:
“aligning financial flows with a pathway towards low greenhouse gas emissions and climate-resilient
development” (UN, 2015(g). To fulfil the goals of the Paris Agreement, public investment has a key role to
play. However, a significant amount of private investment is required to finance the activities for the
adaptation to and mitigation of climate risks. For the energy industry alone to reach net zero emissions by
2050, global annual clean energy investments will need to more than triple to around USD 4 trillion by 2030
(IEA, 20219)).

5 The state holdings correspond to the average within the companies identified as being under state control.
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Table 3. Climate change-related commitments of the ASEAN economies

Member Country Commitment

e  Toreduce 31.89% of GHG emissions by 2030, and a further 43.2% conditionally from 2015 level

Indonesia e  Toincrease new and renewable sources of energy to at least 23% by 2025 and 31% by 2050

e Toreduce 45% of economy-wide carbon intensity6 by 2030

Malaysia e  Toincrease the total installed capacity of renewable energy to 31% by 2025 and 40% by 2035
Philiopines e  Toreduce 2.71% of GHG emissions by 2030, and a further 72.29% conditionally from 2020 level
PP e Toincrease renewable energy capacity to at least 20 000 MW by 2040
Sinaapore e  Toreduce emissions to around 60 MtCO2e in 2030
gap e  Todeploy at least 2 GWp of solar power by 2030 and 200 MW of energy storage systems beyond 2025
Thailand e  Toreduce GHG emissions by 30%-40% compared to the 2018 level by 2030
e Toincrease the installed capacity of renewable energy to 30% in energy mix by 2036
Viet Nam e  Toreduce 15.8% of GHG emissions by 2030, and a further 27.7% conditionally from 2014 level

e Toincrease the utilisation rate of renewable energy from about 7% in 2020 to more than 10% in 2030

Source: EY, (202210, Trending: Sustainable responsible investment in Malaysia and the region, https:/assets.ey.com/content/dam/ey-sites/ey-
com/en_my/topics/climate-change/ey-trending-sri-in-malaysia-and-the-region-final-22022022.pdf, Government of Singapore (202211,
Nationally Determined Contributions — Second Update, Republic of Indonesia (2022(12;),_Enhanced Nationally Determined Contribution,
https://unfccc.int/sites/default/files/NDC/2022-09/23.09.2022_Enhanced%20NDC%20Indonesia.pdf, Ministry of Natural Resources and
Environment of Thailand (202213), Thailand’s  long-term  low  greenhouse gas emission development strategy,
unfccc.int/sites/default/files/resource/Thailand%20LT-LEDS%20%28Revised%20Version%29 08Nov2022.pdf, Socialist Republic of Viet Nam
(2022p147), Nationally Determined Contribution, updated in 2022, https://unfccc.int/documents/622541.

According to the International Energy Agency (IEA), investment levels in clean energy in Southeast Asia
will also have to increase. In the first scenario, including only the current policy pathways in the region, a
threefold increase is required in investment amounting to an annual average of USD 80 billion by the late
2020s. In the second scenario, which aims to attain the Paris Agreement goal to limit the temperature to
“‘well below 2°C” alongside the goals on energy access and air pollution in the region, the required
investment significantly increases to an annual average USD 150 billion (IEA, 2022[15)).

To finance these required investments that will enable the green transition, private investors have already
begun to play an important role. In particular, asset managers through their portfolio selection and
engagement with companies have been giving increased consideration to ESG risk factors more recently.
According to a 2020 survey on sustainable investing, globally there has been a significant increase in the
size of assets under management invested under sustainable criteria in the last few years. At the start of
2020, these assets represented 35.9% of total assets under management, up from 33.4% in 2018.
Investors from Australia, Canada, Europe, Japan, New Zealand and the United States allocated around
USD 35 trillion of their assets to investment vehicles that claimed to be sustainable (GSI Alliance, 2021[1¢)).

According to PwC, Asia-Pacific is expected to be the region with the highest growth in ESG assets under
management. The report forecasts that sustainable assets will more than triple in the region to
USD 3.3 trillion in 2026 (PwC, 2022p17)). According to the same report, surveyed institutional investors
noted the importance of regulation in driving the integration of ESG into assets managers’ investment
strategies. The ASEAN Finance Ministers’ and Central Bank Governors’ Meeting in 2019 recognised the
importance of sustainable finance and decided to embark on the construction of its own taxonomy. Despite

6 carbon intensity refers to greenhouse gas (GHG) intensity from seven GHGs namely carbon dioxide (CO2), methane
(CH4), nitrous oxide (N20), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulphur hexafluoride (SF6) and
nitrogen trifluoride (NF3)
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the individual features of each ASEAN member state, it was agreed that building a common understanding
of what is sustainable is key to foster sustainable investment in the region (Asean Taxonomy Board,
2021718)). Such initiative combined with regulatory efforts to improve the disclosure of sustainability-related
information by companies in the region may provide a basis for increasing the number of more sustainable
projects.

Within the information available, a small subset of investment funds can be identified as sustainable.
However, the numbers should be taken with caution, since labelling a product as sustainable may not
necessarily translate into asset managers contributing to more social and environmental sustainability. In
addition, there are several data limitations in determining whether or not a fund is sustainable. In the
following figures, funds that labelled themselves by including “ESG” or “sustainable investing” in their
names are identified as sustainable funds. Focussing only on investment funds, it shows that assets under
management of global ESG funds reached USD 1.7 trillion in 2021 (Figure 1.15, Panel A). This was mainly
the result of the highest net inflows into these funds in 2020 and 2021 - USD 241 billion and
USD 586 billion, respectively. While the value of assets under management of climate funds was very
modest between 2016 and 2019, during 2020 and 2021 climate funds grew due to large inflows. In line
with global trends, assets under management of ESG and climate funds in Asia also increased in 2020
and 2021, reaching over USD 70 billion (Panel B). As of 2021, funds in the ASEAN region accounted for
9% of the total assets under management of funds in Asia with USD 6 billion (Panel C). In ASEAN
economies, assets under management of climate funds in 2021 accounted for a higher share
corresponding to 17% of the total assets under management of ESG funds.

Figure 1.15. Assets under management of funds labelled as or focusing on ESG and climate

A. Global B. Asia C. ASEAN
[N ESG Funds Climate Funds
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Note: Funds retrieved from Refinitiv Funds Screen classified as Climate Funds or ESG Funds in the case their names contain, respectively,
climate or ESG relevant acronyms and words such as ESG, sustainable, responsible, ethical, green and climate (and their translation in other
languages). Funds without any asset value are excluded.

Source: Refinitiv, OECD calculations.

With the development of sustainable debt securities, companies have been raising funds for their
sustainability-related objectives via corporate bonds. Currently, there are four main types of
sustainability-related bonds: green, social, sustainable and sustainability-linked. Green bonds are debt
instruments where the proceeds are exclusively used to finance or re-finance, in part or in full, new and/or
existing eligible green projects and account for the larger share of funds raised by green bonds (ICMA,
20211197)). Green bonds have gained popularity over time. In 2021, green bond issuances reached USD 217
billion by non-financial companies and USD 181 billion by financial companies (Figure 1.16, Panel A).
Globally, between 2013 and 2021, USD 1 trillion in green bonds was issued by financial and non-financial
corporations. The market for green bonds is still in a growing stage in ASEAN economies. Green bonds
issued by ASEAN corporations between 2017 and 2021 represented only 1.5% of the global amount issued
during the same period, lower that the 1.9% ASEAN corporate bonds represent in total global corporate
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bond issuances. Between 2017 and 2021, non-financial companies in the ASEAN region raised USD 8
billion and financial companies raised USD 6.8 billion by issuing green bonds (Panel B).

Figure 1.16. Green corporate bond issuances
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Source: OECD Corporate Sustainability dataset, Refinitiv, Bloomberg.

As explained before, in addition to green bonds, there are three other common types of sustainable debt
securities: social, sustainability and sustainability-linked bonds. The proceeds raised from “social bonds”
are directed to projects that have a positive social impact and those raised from “sustainability bonds” are
invested in projects that are expected to have a positive environmental and social impact (ICMA, 2021 20])
(ICMA, 2021217). The main feature of “sustainability-linked bonds” is that these bonds are linked to whether
the issuer achieves predefined sustainability objectives (ICMA, 20202z)).

Globally, between 2014 and 2021, USD 378 billion worth of social, sustainability and sustainability-linked
bonds were issued by companies, around one-third of the funds was raised via green bonds (Figure 1.17,
Panel A). Between 2017 and 2021, ASEAN companies raised almost USD 10 billion by issuing these three
types of corporate bonds and corresponded to 2.6% of the total amount raised by these bonds globally
(Panel B).

Figure 1.17. Social, sustainability and sustainability-linked corporate bond issuances
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Among the four different types of sustainability-related corporate bonds, funds raised globally via green
bonds have the highest share in total funds raised, corresponding to 74% (Figure 1.18, Panel A). This is
followed by sustainability and sustainability-linked bonds with funds each representing 10% of the total.
Social bonds only represent 6%. In ASEAN economies, sustainability bonds represent a higher share in
the total amount issued in sustainability-related corporate bonds compared to the global composition, while
green bonds represent a lower share. Among ASEAN economies, companies in Singapore are the most
frequent users of the sustainability-related bonds, with total funds raised between 2013 and 2021
representing more than half of the region’s total issuances (Panel B).

Figure 1.18. Distribution of sustainability-related corporate bonds between 2013 and 2021
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Note: Proceeds in the figure include sustainability-related corporate bonds by both financial and non-financial companies.
Source: OECD Corporate Sustainability dataset, Refinitiv, Bloomberg.

Globally, half of the total amount of funds raised between 2013 and 2021 via these four types of bonds
(green, social, sustainable and sustainability-linked) was issued by financial companies (Figure 1.19).
Utility and industrial companies accounted for 18% and 8% of total funds, respectively. In ASEAN
economies, the top three industries issuing sustainability-related bonds were financials representing 58%
of the proceeds, followed by utilities with 21% and industrials with 11%.

Figure 1.19 Industry composition of sustainability-related corporate bonds between 2013-2021
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Source: OECD Corporate Sustainability dataset, Refinitiv, Bloomberg.
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For shareholders to exercise their rights on an informed basis, the disclosure of material sustainability
information is key. Some regulators have already mandated or recommended the disclosure of
sustainability information. However, even in jurisdictions where sustainability disclosure is not mandatory,
a significant number of companies have been reporting on sustainability risks and opportunities.

From the companies’ perspective, out of the 42 000 listed companies globally, almost 8 000 disclosed a
sustainability report or an integrated report that includes sustainability issues in 2021 (Figure 1.20,
Panel A). These companies generally are among the largest in global capital markets, representing 84%
of the global market capitalisation (Panel B). In Asia and ASEAN economies, the number of companies
disclosing sustainability information via reports - either in a separate sustainability report or as a part of
another company report - is more than 3 000 and around 600, respectively (Panel A). While, by number,
these companies correspond to a lower share of all listed companies (on average 14%), by market
capitalisation they represent more than 70% of the total market capitalisation in each region (Panel B).
Among ASEAN economies, companies from Singapore that disclose sustainability issues represent the
highest share with 90% of the total market capitalisation.

Figure 1.20. Disclosure of sustainability information by listed companies
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Note: The dots represent the number (market capitalisation) of companies responding “Yes” over the total number (market capitalisation) of
listed companies.
Source: OECD Corporate Sustainability dataset, Refinitiv, Bloomberg.

There is currently a multitude of ESG standards and frameworks being used by companies to disclose
sustainability-related information. They vary on the issues they cover, their level of detail and main
audience. For instance, the Task Force on Climate-Related Financial Disclosures’ (TCFD)
recommendations focus on climate-related issues while others, such as the Sustainability Accounting
Standards Board (SASB) cover ESG issues more broadly. In general, the target audience are investors,
but there are a couple of standards aiming at informing multiple stakeholders about non-financial results,
notably the Global Reporting Initiative Standards (GRI Standards).
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Globally, the Carbon Disclosure Project’s (CDP) questionnaires are used by 2 891 companies representing
55% of the global market capitalisation, followed by the GRI Standards with a disclosure by 3 247
companies accounting for 45% of the global market capitalisation. The TCFD’s recommendations are used
by 2 639 companies that account for 44% of the global market capitalisation and SASB Standards are
followed by 1 572 companies that comprise 38% of global market capitalisation (Figure 1.21).

Among ASEAN listed companies the preferred reporting standard is the GRI Standards, used by 304
companies representing around 55% of the regional market capitalisation. This is more than the share of
companies using it at the global level. In the region, other reporting standards, including some local
standards, are also used by listed companies.

Figure 1.21. Use of sustainability standards by listed companies
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Source: OECD Corporate Sustainability dataset, Refinitiv, Bloomberg.

Another critical issue in the disclosure of sustainability information is assurance. When information is not
assured by a third-party based on robust methodologies, it could undermine confidence in the disclosed
information. Globally, from the universe of around 8 000 companies that disclose sustainability information,
only around 2 700 companies have obtained assurance of the information by an independent third party
(Figure 1.22, Panel A). By market capitalisation, these companies represent 51% of the global market
capitalisation. In Asia and ASEAN economies, assurance levels are lower compared to the global share.
Companies representing 36% of the ASEAN regional market capitalisation hired a third party to conduct
an external assessment of their sustainability reports (Panel B). Among ASEAN economies, Singapore
and Thailand have the highest share of companies by market capitalisation that assured the disclosed
sustainability information.
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Figure 1.22. Assurance of a sustainability report by an independent third party
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Note: The dots represent the number (market capitalisation) of companies responding “Yes” over the total number (market capitalisation) of
listed companies.
Source: OECD Corporate Sustainability dataset, Refinitiv, Bloomberg.

In addition to disclosing sustainability information, and providing assurance of the information, companies
also include ESG metrics in their executive compensation plans in order to hold management accountable
for ESG-related performance. Globally, companies representing 85% of global market capitalisation have
their executive compensation policies linked to general performance measures (OECD, 2023p3).
Importantly, companies representing 44% of the global market capitalisation include a variable executive
remuneration based on sustainability factors (Figure 1.23, Panel B). This share is equivalent to around
3 000 companies globally (Panel A). In ASEAN economies, companies representing 18% of the regional
market capitalisation have a performance compensation policy linked to sustainability factors. This share
is twice that of Asia where companies representing only 9% of the region’s market capitalisation include
sustainability factors in their compensation plans. Among ASEAN economies, Malaysia, Singapore and
Thailand stand out with a higher share of companies linking their compensation policies to sustainability
factors.
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Figure 1.23. Executive compensation linked to sustainability matters
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listed companies.
Source: OECD Corporate Sustainability dataset, Refinitiv.

The G20/OECD Principles of Corporate Governance recommend boards to fulfil certain key functions,
including risk management. Importantly, within firm’s overall risk management strategy, directors should
also ensure that their own board structure, composition and procedures integrate consideration of
sustainability risks. For that purpose, companies have been increasingly creating a committee responsible
for overseeing the management of sustainability risks and opportunities. Companies representing around
half of the world’s market capitalisation have established a committee responsible for overseeing the
management of sustainability risks and opportunities reporting directly to the board (Figure 1.24, Panel B).
In Asia and ASEAN economies, companies representing 31% and 27% of the market capitalisation,
respectively, have a board level committee responsible for the decision making on sustainability matters.
Thailand stands out for having a higher number of companies with specialised sustainability board
committees and these companies also represent the highest share of local market capitalisation (59%).
Malaysia and the Philippines also have a higher share in terms of market capitalisation compared to the
regional one.
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Figure 1.24. Board committees responsible for sustainability

A. By number of companies
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Note: The dots represent the number (market capitalisation) of companies responding “Yes” over the total number (market capitalisation) of
listed companies.
Source: OECD Corporate Sustainability dataset, Bloomberg.
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2 Regulatory frameworks in ASEAN
economies

This chapter provides an overview of the regulatory frameworks across several relevant issues in the six
ASEAN jurisdictions, including Indonesia, Malaysia, the Philippines, Singapore, Thailand, and Viet Nam.
This chapter is mainly based on the survey responses from the six participating countries. In November
2021, the OECD Corporate Governance Committee launched the review of the G20/OECD Principles of
Corporate Governance, identifying 10 priority areas in light of recent evolutions in capital markets and
corporate governance policies and practices (OECD, 2022[24). Discussions in this chapter include some
of the priority issues as relevant to the regulatory frameworks and practices in the region.

2.1. Sustainability and resilience

The COVID-19 pandemic revealed or exacerbated pre-existing weaknesses in corporate governance and
major shifts in capital markets. Among these are the management of climate change and other
sustainability-related risks, and the insufficient resilience of companies to unanticipated crises. Already a
number of jurisdictions have begun focusing on the disclosure of climate-related risks and opportunities.
Among the priority areas for the revisions of the G20/OECD Principles, climate change and other
sustainability issues and its implications for corporate governance have been an area of particular focus,
notably not only in relation to corporate disclosure, but also shareholder rights, the responsibilities of
company boards and the role of stakeholders.

2.1.1. Sustainability-related disclosure

Regulators in Asia and around the world have increasingly adopted mandatory or voluntary
sustainability-related disclosure provisions. ASEAN economies have been a part of this trend. All of the six
jurisdictions require or recommend companies to disclose material sustainability-related information,
including on environmental and social issues. As referred to in 1.5, disclosure of material
sustainability-related information is key for investors’ well-informed decision making. In Indonesia, the
Financial Services Authority (OJK), as part of the efforts to create a financial system that applies
sustainable principles, introduced a new regulation in 2017 that requires financial services providers,
issuers and public companies to implement sustainable finance in their business activities (OJK, 20172s).
Financial institutions, issuers, and public companies’ are required to prepare and disclose a sustainability
report that contains information on the sustainability strategy, governance, and performance among others.

In Malaysia, the Bursa Malaysia Listing Requirements (LR) require listed companies to disclose a
sustainability statement in their annual reports. For listed companies on the Main Market, the sustainability
statement must include information on the governance structure in place for the oversight of sustainability,

A public company is defined as a company whose shares have been owned by at least 300 shareholders and has a
paid-up capital of at least three billion rupiah or a number of shareholders and paid-up capital determined by
government regulation.
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the scope and basis for the sustainability statement, and how the company’s material sustainability matters
are identified and managed. In September 2022, the Bursa Malaysia amended the LR in relation to the
sustainability reporting framework for both the Main Market and the ACE Market, and companies in these
markets are required to disclose broader items, as discussed below (Bursa Malaysia, 20222¢)).

In the Philippines, the Securities and Exchange Commission of Philippines (SECP) in 2016 updated the
Code of Corporate Governance for Publicly-Listed Companies (CG Code for PLCs), which follows a
comply or explain disclosure requirement, and recommended that listed companies start disclosing their
ESG performance. In 2019, the SECP also published the sustainability reporting guidelines that are built
upon international standards, which include the GRI sustainability reporting framework, the International
Integrated Reporting Council framework, the SASB standards, and the TCFD’s recommendations. The
guidelines also required the PLCs to start issuing their Sustainability Reports in 2020 (SECP, 2019277

In Singapore, the Singapore Exchange (SGX) introduced a mandatory sustainability-related disclosure
regime in 2016. SGX extended the sustainability-related disclosure regime to include disclosure of climate-
related risks among other ESG issues (SGX, 20212g]). The primary components of the sustainability report
include: material ESG factors; climate-related disclosure consistent with the TCFD’s recommendations;
policies and targets to each material ESG factor identified; sustainability reporting framework; and board
statement and associated governance structure for sustainability practices.

In Thailand, in 2020, the Securities an