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4 Stephen H. HaberJohn D. KeplerDavid F. LarckerAmit SeruBrian Tayan, “ESG Investing: What Shareholders Do Fund
Managers Represent?,” November 2022.
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Understanding Millennials and Gen Z’s
attitude towards sustainable finance
- Malaysia’s perspective —

Datin Aida Jaslina Jalaludin,
Head of Research, Institute for Capital Market Research Malaysia

Nadhirah Ibrahim,
Research Analyst, Institute for Capital Market Research Malaysia

1 Abstract |

1. Millennials and Gen Z are now the largest generational cohorts, with the economic power
to influence consumer and market trends over the next decade. Against this backdrop, the
Institute for Capital Market Research Malaysia (ICMR) undertook a study, “The Rise of
Millennial & Gen Z Investors: Trends, Opportunities, and Challenges for Malaysia,” to
get a holistic view of the issues, challenges, and behaviours of young investors— including
their knowledge and attitudes towards sustainable finance.

2. The study highlighted that as these cohorts in Malaysia are keen on investing for good, it
is critical for policymakers and industry to create greater awareness, adopt a tiered and
nuanced approach in creating suitable investment options- while these investors generally
share attitudinal and cultural similarities, there are distinct demographic and behavioural
differences between this cohort- and incorporate behavioural insights into every stage of

the policy cycle for effective implementation of initiatives.
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Overview

Millennials and Gen Z are now the largest generational cohorts, with the power to influence consumer and

market trends over the next decade. It is estimated that millennials and Gen Z make up 63% of the global
population'. At the same time, research has indicated that Gen Z (born roughly between 1997- 2012) will be
the “most disruptive generation ever” with their economic power being the fastest growing among all
generational cohorts — Gen Z’s income is expected to increase fivefold by 2030 to US$33 trillion as they
enter the workplace, accounting for over a quarter of global income and then surpassing millennials’ income
by 20312, These numbers suggest that the behaviours and preferences of these cohorts will drive consumer

sentiment and markets over the next decade — even for countries with an ageing population, such as Japan.

In Malaysia, the Department of Statistics (DOSM) data states that there are 17.1 million Malaysians aged
between 10-40 years old, making up 52.5% of the population®. Against this backdrop, to get a more holistic
view of the issues, challenges, and the behaviours of young investors in Malaysia, the Institute for Capital
Market Research Malaysia (ICMR) undertook a study, “The Rise of Millennial & Gen Z Investors: Trends,

i

Opportunities, and Challenges for Malaysia.’

As part of the research process, ICMR also collaborated with IPSOS, a market research company, in designing
a survey that was distributed to 1,500 respondents across Malaysia. The survey was administered online from
July to August 2021 to respondents aged 21 — 40 years old. There were hard recruitment quotas in place to
ensure a representative sample. The scope of the survey predominantly covers areas to assess financial
behaviour which includes exploring the type of products invested, reasons for investing or not investing, as
well as mental accounting behaviour in money allocation. The survey also explored respondents’ attitudes
towards money and the changing trends as well as to explore links between financial knowledge and financial
behaviour. Respondents were required to assess their own financial knowledge and risk tolerance which was
then matched against their investment decisions. The survey was then complemented with qualitative

interviews so as to garner a better “on-the-ground” understanding of the issues and behaviours.

From the survey respondents, ICMR found that they could be divided into three mutually exclusive groups

that have differing demographics and behaviours (Figure 1).

Group A, which represents 22% of total respondents, comprises those who did not invest in any capital
market products. Of the 78% of total respondents that do invest in the capital market, it was found that there
was a significant group whose only capital market investment was in the form of Amanah Saham Nasional

Berhad funds (Malaysia’s largest unit trust funds) and/or other unit trusts (Figure 2). It was found that this

I Bloomberg. “Gen Z Set To Outnumber Millennials Within A Year,” 20 August, 2018.
2 BoFA Global Research, “Ok Zoomer: Gen Z Primer,” 1 December, 2020.
3 Department of Statistics Malaysia, Current Population Estimates Malaysia 2021, 2021.
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Figure 1: Three different categories of respondents
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Source: Institute for Capital Market Research Malaysia, “The Rise of Millennial & Gen Z Investors: Trends,
Opportunities, and Challenges for Malaysia,” 2021.

Figure 2: Demographics and income
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Source: Institute for Capital Market Research Malaysia, “The Rise of Millennial & Gen Z Investors: Trends,
Opportunities, and Challenges for Malaysia,” 2021.

group differed in terms of demographics and behaviours, and thus was separately represented as Group B
which consists of 33% of the total respondents. The remaining 45% of respondents making up Group C are
those that invest in other capital market products which are not limited to just Amanah Saham Nasional

Berhad and unit trusts.

Although millennials and Gen Z investors generally share attitudinal and cultural similarities that separate

them from older generations — there are also distinct demographic and behavioural differences between the
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three groups of young investors identified by ICMR. These differences can be understood in demographics

and income, financial literacy and risk tolerance, and income allocation.

Regarding demographics, there are more females in Group A and B, whereas 60% of Group C are males. A
higher proportion from the East Coast does not invest (Group A), while Group C has a higher proportion
from the Central region. Moreover, although Malays comprise only 58% of total respondents, they form the

majority of those who do not invest (63%).

More notably, there are differences in household income levels between all three groups. While 69% of
Group A earn less than RM5,000 (US$1,136) in monthly household income, 56% of Group B earn between
RM3,000 (US$681) — RM7,000(US$1,590). Meanwhile, respondents who fall under Group C were found
to have significantly higher incomes, with 31% having household incomes above RM 10,000 (US$2,270).

This shift between groups can also be observed when it comes to other aspects of behaviour (Figure 3). For
example, only 9% in Group A self-assessed themselves as “quite knowledgeable about investing”, this
number increased to 23% for Group B and 48% for Group C. Likewise, while only 26% of respondents in
Group A identified themselves as risk takers, compared to 39% in Group B and 57% in Group C. These
findings suggest that there is a link between the likelihood of one investing, the kind of product one invests

in, and ones’ demographics and behaviour.

Figure 3: Financial literacy and risk tolerance
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Source: Institute for Capital Market Research Malaysia, “The Rise of Millennial & Gen Z Investors: Trends, Opportunities,
and Challenges for Malaysia,” 2021.
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Investing for Good

A new survey of investors released by Stanford Graduate School of Business, the Rock Center for Corporate

Governance, and the Hoover Institution®, which polled 2,470 investors with savings ranging from less than
US$10,000 to more than US$500,000, revealed sharp differences along generational lines, with younger
shareholders saying they are far more eager to have fund managers pursue environment, social and

governance (ESG) objectives — and also far more willing to risk higher losses in the process.

Overall, 83% of all respondents said they think their personal views should be considered when mutual fund
managers use their shares to vote on environmental or social issues. Their views diverged from there. While
approximately two-thirds of millennial and Gen Z investors said they were very concerned about
environmental and social issues like carbon emissions and income inequality, roughly two-thirds of investors
58 years old and older said they were only somewhat or not at all concerned. And while the average investor
in their twenties or thirties was willing to lose between 6% and 10% of their investments to see companies

improve their environmental practices, the average Baby Boomer was unwilling to lose anything.

This finding is aligned with the findings of ICMR’s research which highlights that millennials and Gen Zs
are keen on investing for good. 70% of the survey respondents stated that they were more likely to invest in
options that promote sustainability, while 74% stated that they were more likely to invest in options that

promote good causes (Figure 4).

Figure 4: Investing for good

| am more likely to invest in options | am more likely to invest in options
that also promote sustainability which promote good causes
70% 74%

25%
22%

5% 4%

Disagree Indifferent Agree Disagree Indifferent Agree

Source: Institute for Capital Market Research Malaysia, “The Rise of Millennial & Gen Z Investors: Trends,
Opportunities, and Challenges for Malaysia,” 2021.

4 Stephen H. HaberJohn D. KeplerDavid F. LarckerAmit SeruBrian Tayan “ESG Investing: What Shareholders Do Fund
Managers Represent?” November 2022.
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Most interviewees that ICMR spoke to expressed great interest in the concept of sustainability or ESG
investing, even if they were not aware of the precise terminologies. Interestingly, there was about an equal

split among interviewees regarding whether they would accept lower returns for ESG investments.

However, most highlighted their concerns about “greenwashing” (where companies provide false or
misleading information to create an impression of being more environmentally sound) and wanted to be sure
that they could see the impact of their investments. This is in line with findings from other global surveys,
that found that millennials and Gen Zs “put their wallets where their values are” and are actively seeking to

influence businesses or policies on matters that are important to them, like environmental or social issues.

The Road Ahead

Against this backdrop of Millennials and Gen Z being the largest generational cohorts with the power to

influence consumer and market trends over the next decade, it is critical for policymakers and industry in
Malaysia to create even greater awareness amongst these cohorts so as to further drive the national

sustainable finance agenda.

In line with this, a tiered and nuanced approach must be taken with regards to creating suitable investment
options as while millennials and Gen Z investors generally share attitudinal and cultural similarities, ICMR’s

research has shown there are also distinct demographic and behavioural differences between this cohort.

To ensure effective implementation of these initiatives, behavioural insights should be incorporated into
every stage of a policy cycle, from policy development all the way to post-implementation. While this may
require embedding experimentation using a rigorous methodology such as a Randomised Control Trial
(RCT) into the policy cycle, it could eventually reduce the need for corrective measures once a policy is at

the implementation stage.

Policymakers can also leverage this understanding to evaluate the effectiveness of policy implementation
and hone regulations accordingly. Behavioural insights can also capture the unintended consequences or
knock-on effects of certain policies, which regulators may not have been measuring or looking out for in the
first place. Correspondingly, policymakers should consider leveraging behavioural insights and behavioural

nudging to mitigate any potential negative spill-over effects when designing incentive structures.
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