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Editorial
Note

Abdullah H. Al-Terkait,
UIC Chairman and Editor-in-Chief

Dear Readers,

nvestment has evolved far beyond a mere
vehicle for financial returns; it now embodies a
comprehensive responsibility toward communities,
the environment, and future generations. Today's
investment paradigm extends past numerical
indicators to encompass environmental, social, and
governance considerations—collectively known as
ESG. Embracing ESG principles is no longer a luxury
or a passing trend; it has become a fundamental
benchmark for judging a company’s sustainability
and capacity to grow in a fast-changing economic
landscape. Investors, society, and policymakers now
demand enterprises that do more than maximize
profit; they must also contribute to building a more
sustainable and equitable future.

Global experience shows that portfolios aligned
with  ESG  standards outperform  traditional
investments over the long term, thanks to broader
risk management and emerging avenues for
sustainable growth. Integrating these principles
into our strategies is therefore essential to creating
genuine, lasting value for all stakeholders.

Undeniably, the future belongs to organizations
that balance financial growth with social and
environmental stewardship. Kuwait's investment
sector firmly believes that commitment to ESG
and sustainability is the optimal route to enduring
success as it helps build robust economies and
thriving communities. The pursuit of short-term
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gains alone is outdated; responsible investment
now requires adherence to standards that generate
positive, sustainable impact over time. ESG-driven
sustainability is the cornerstone of present and
future investment strategies, both regionally and
globally.

The Middle East and North Africa region has
witnessed a marked shift toward these concepts.
Governments are embedding sustainability and
corporate governance at the heart of their visions
and development plans, while financial markets
are crafting regulatory frameworks that foster
transparency through disclosure of ESG practices.
Many countries have launched ambitious initiatives
to achieve carbon neutrality and diversify their
economies, demonstrating deep awareness that the
future hinges on adopting these values.
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Since the launch of the “New Kuwait 2035" vision
in 2017, sustainability has gained increasing
prominence on the national agenda. The pillar
of a “Diversified and Sustainable Economy”
constitutes one of the main foundations of the
national development plan, as Kuwait's economic
and financial landscape has witnessed notable
progress in adopting and disclosing ESG standards.
In line with the national direction toward achieving
carbon neutrality by 2060, numerous Kuwaiti
companies and institutions have implemented
practical initiatives in this field. Banks and financial
institutions have also continued to issue regular
sustainability and ESG reports.

Today, domestic and international investors alike
are increasingly directing capital toward companies

that embed ESG criteria into their operations and
strategies, viewing such standards as safeguards
that bolster returns and mitigate long-term risk.
As a Kuwait investment sector, we recognize this
transformation and are committed to leading
institutions that adopt these principles—not simply
in response to global and regional trends, but out
of a firm belief that responsible investment is the
only strategic path toward a promising, sustainable
future in which economies grow stronger and
societies flourish, Allah willing.

With sincere thanks and appreciation to everyone
who contributed to the production of this issue of
the Investor Magazine, especially Arzan Financial
Group for sponsoring this edition.

Union of Investment Companies
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GREEN
IS THE
N NEW

GOLD

ESG Investing Explained

here is no doubt that industrialization has

both enabled and accelerated humanity and
economic progress. However, the singular focus on
economic growth and monetary returns has taken
a toll on the planet — polluting land and water and
disrupting climate and weather patterns.

As the world increasingly awakens to climate
change, social justice and transparent governance,
the terms ‘sustainability” and 'ESG’ (Environmental,
Social, and Governance) have gained prominence.
While sustainability and ESG are related concepts,
there is some difference between the two.
Sustainability refers to the ability to meet the needs
of the present without compromising the ability
of future generations to meet their needs. ESG is
a measured assessment of a company’s progress
along the environmental, societal and governance
dimensions, using various metrics and benchmarks.'

With consumers and investors placing greater focus
on creating a positive societal impact, what might
have once been brushed aside as idealism is now
taking center stage in boardrooms and investment

strategies around the globe. Sustainability and ESG
are no longer just buzzwords; they have become
strategic imperatives that drive corporate decision
making. From board composition and branding to
day-to-day operations, ESG principles are becoming
increasingly interwoven across companies’ value
chains.

In today’s market, green is not just good - it's gold.
Companies that adopt sustainable practices stand
to benefit in multiple ways. Amid growing customer
awareness and demand for eco-friendly products,
these companies could attract a loyal customer
base, setting themselves apart from competitors.
Sustainability is becoming a major non-financial
metric considered by investors who seek to
grow their wealth. Hence, companies focused on
sustainability often enjoy better access to funding
and higher valuations. While ESG-oriented initiatives
such as energy-efficient manufacturing, waste
minimization etc, help companies stay ahead of
tightening regulations. Beyond compliance, these
efforts lead to significant cost savings and in turn
boost overall profitability.

! HSBC Business Go



INVESTING WITH PURPOSE:

Understanding Sustainability and ESG Investing

There was a time when investing was all
about profits, dividends, and growth charts.
But today, what we call a “smart investment”
has fundamentally changed. Sustainability
and ESG (Environmental, Social, and
Governance) are becoming the new lens
through which investors are looking at the
future.

The core idea behind sustainable investing is
driven by a desire to grow wealth while actively
contributing to a more sustainable, equitable,
and responsible world. It's the kind of investing

that makes you pause and ask: “Is this company
genuinely helping to build a better world, or are
they, perhaps, doing harm behind the scenes?”

By investing in companies that strive to make the
world a better place through the enhancement
of their work culture, reducing emissions and
furthering sound governance, investors want to
drive ethical behavior and policies congruent
with their personal values. And that’s where ESG
(Environmental, Social, and Governance) comes
in, as the three factors help investors evaluate how
responsibly a company operates.

Three Factors to Evaluate Company for Investment

ENVIRONMENT (E)

Looks at a company’s impact on the
planet through carbon emissions,
energy use, waster and waste
management.

and communities.

Strong social practices, like fair
wages and diversity, help attract
talent and build trust among various

Helps firms manage climate risk,
future proof operations and stay

ahead of requlations. stakeholders.

SOCIAL (S)

Focuses on how a company treats
employees, customers, suppliers,

( GOVERNANCE (G)
Covers leadership, ethics, and

transparency etc.

P> Good governance like ensuring
requatory compliance, following
ethical practices, diverse board and
clear decision-making build investor
confidence and helps avoid costly
missteps.

A2

One way of assessing companies that are sustainability

driven is through ESG ratings. Companies are evaluated

and assigned an ESG rating based on their sustainability

and governance practices. Agencies such as MSCl and S&P rate
companies based on their performance across the environmental,
social and governance facets. These ratings and scores range from AAA to
CCC for MSCl and 0 - 100 for S&P respectively.? Investors can make use of
these ratings to screen companies that are driven by sustainability.

2 MSCl and S&P websites



Far from being feel-good window dressing,
ESG factors have become powerful indicators
of long-term resilience and potential risk, and
their undeniable relevance is driving their rapidly
growing popularity across the investment world.

Sustainable Funds’ Assets Under Management
(AuM) in USD trillion
A5
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Source: Morgan Stanley, March 2025; Funds include closed-end
funds, exchange-traded funds and open-end funds,
excludes feeder funds, funds of funds and money market
funds.

The world of sustainable investing is clearly on
a remarkable ascent. Consider the growth of
sustainable funds’ assets under management
(AuM). Up from a robust USD 1.8 trillion in 2019,
the sustainable funds’ AuM nearly doubled to an
impressive USD 3.4 trillion by 2021. There was a
minor recalibration to USD 2.9 trillion in 2022 due
to a decline in global stocks and bonds amid high
inflation and interest rate hikes by central banks.
Non-ESG fund assets had also declined by 21%
y/y in 2022. Sustainable funds’ AuM has, however,
swiftly rebounded to not only recover but surpass
its previous peak, reaching USD 3.6 trillion in 2024.

3 GSIA; Latest available data
“ Bloomberg
° FTAdviser/Precedence Research

Whilethisincludesonly closed-end funds,exchange-
traded funds and open-end funds, overall, global
sustainable assets under management stand at
USD 30.3 trillion as of 2022, growing from USD 22.8
trillion in 2016.2 This upward trajectory underscores
the growing, undeniable commitment of investors
worldwide to aligning their portfolios with
environmental, social, and governance principles.
The momentum is expected to continue with overall
assets under management estimated to reach USD
40 trillion by 2030.* Growing investor preference for
ESG instruments and exposure of ESG indices to top
tech companies such as Alphabet, Amazon.com,
Apple, Meta Platforms, Microsoft, Nvidia, and Tesla
whose valuations have been skyrocketing in recent
years are expected to drive this growth in the ESG
investment market.?
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How Responsible Investing

Supports Diversification?

| the world of investing, the phrase “don't put
nall your eggs in one basket” still holds timeless
wisdom. But in the era of sustainability and ESG,
diversification isn't just a risk-management strategy,
it's a way to build a more resilient and responsible
portfolio.

Simply put, diversification means spreading
investments across different asset classes, industries,
regions, and risk levels. Instead of betting on a

Investment
Diversification

Source: Forbes Advisor

ESG’s role in portfolio diversification

ESG factors can be laced into investing decisions to
make responsible investments. But what role does
ESG play when it comes to portfolio diversification?

B E£SG investing provides opportunities to invest
in emerging sectors such as clean energy,
sustainable agriculture, water technology, green
bonds etc, that are not traditionally considered
to be part of diversified portfolios.

B [£SG strategies focus on climate change
mitigation, energy transition, social equity, and
responsible tech, among others. These themes
are independent of short-term market volatility
and are backed by changing customer behavior
and regulatory frameworks, making them less
cyclical and more resilient over time. In fact,
according to a survey by Capital Group in
2024, ESG investors are leaning towards multi-

single stock or sector, a diversified investor balances
exposure across multiple stocks and sectors to
minimize the impact of negative developments in
one company or sector. It can be thought of like this:
if one part of your portfolio struggles, other parts
can help offset the loss. Thus, diversification helps to
minimize the risk involved and maximize returns. A
diversified portfolio also ensures consistent returns
over time, which is critical for meeting long-term
financial objectives such as retirement planning.

Asset Classes
[-I-0]
233 Industries or Sectors

Geography

Investing in various stages and
sizes of companies

thematic strategies to achieve diversification or
lower concentration risk.

ESG  investing further offers investors
diversification  within  themes to reduce
concentration risk. For example, if an investor
seeks to diversify within clean energy, they
could invest across various technologies such as
hydro, solar and wind and across geographies.
Instead of excluding entire industries such as
oil and gas which are major carbon emitters,
investors could invest in companies within
the sector that take measures to minimize
environmental impact or have positive societal
impact etc. Screening with ESG considerations
allows investors to analyse risks that may not
be visible through traditional financial analysis
alone.

11







Financial Innovation Enables ESG
N

(_ ------------------ . Proceeds from these bonds are used to finance projects that impact the
environment positively.

Digital green bonds use blockchain technology to track and report the

environmental impact of the financed projects in real-time.

Example: Masdar (UAE) raised USD 1 billion through green bonds in May 2025,

\ the proceeds of which would be used in greenfield renewable energy projects.

Green Bond / Sukuk

AN

These bonds are used to raise funds for financing projects that achieve positive
social outcomes.

Example: The National Bank of Ras Al Khaimah raised USD 600 million through
social bond in July 2024, the proceeds of which would be used to help MSMEs
and to develop healthcare.

Social Impact
Bond / Sukuk

AN

.................. The bonds are linked to the issuer’s attainment of sustainability goals. In case
. the issuer does not make progress towards the goals, they might have to pay
higher coupon payments.

Sustainability Linked
Y Example: Etihad Airways had issued a USD 600 million sustainability linked

Bond / Sukuk bond in November 2020. KPI linked to the bond was reduction of %17.8 of its
emission intensity in its passenger fleet by 2024, against a 2017 baseline of 574
------------------- CO2/Revenue ton kilometers for the total fleet. /
f The loan amount is used by borrowers to fund green / sustainable projects.

Example: e& (UAE) secured a USD 100 million loan in December 2023, which
would be used to finance eligible sustainable development projects covering a
range of areas in particular renewable energy, clean transport and energy
efficiency.

Green / Sustainability
Loan

AN

These loans are linked to the performance of the borrower on the sustainability
aspect.

Example: Aldar Properties has raised USD 2.45 billion sustainability-linked
syndicated loan from group of banks including Abu Dhabi Commercial Bank,
Ajman Bank, Bank of China, Citi, Dubai Islamic Bank, Emirates Islamic Bank
among others.

Sustainability
Linked Loan

AN

ESG Funds/ETFs invest in companies that have strong ESG performance.
Example: GIB MENA ESG Equity Fund which focuses on investing in stocks
listed in MENA region and following the ESG standards.

ESG-Themed
Mutual Funds / ETFs

AN

Investing apps allow investors to solely invest in ESG-oriented companies.
Earthfolio, a robo-advisory that focuses on only ESG funds also enable investors
to channel funds into ESG-focused initiatives and companies.

Impact Investing
Apps

AN

Carbon credits are created from projects that avoid the generation of GHG
emissions or that remove GHGs from the atmosphere. Companies buy these
carbon credits to offset their carbon emissios.

Saudi Arabia and UAE have established carbon trading platforms to facilitate
trade in carbon credits.

Carbon Credit

Source: Various



When ESG meets

Societies

Any corporate entity makes
use of resources drawn

from society to render finished
products. Be it natural resources,
human capital or infrastructure,
it is all essentially sourced from
the community at large. Given
this dependence, companies
are increasingly recognizing that
their role extends beyond profit-
making.

There is a growing sense of
obligation to give back to
society—not only as a moral
responsibility  but also  to
sustain the very systems and
communities they rely on. As
economics reminds us, resources
are scarce, but the needs and
uses are unlimited, making

Sep. 2025

responsible use of resources an
imperative.

Corporate Social Responsibility
(CSR) refers to an organization’s
voluntary ~ commitment  to
contribute positively to society—
through initiatives that promote
social, environmental, and
economic  well-being beyond
its core business operations.
While generally such measures
benefit the society along the
lines of ESG, what is perceived as
'social responsibility” varies from
organization to organization.
There are various frameworks
that guide organizations and
explain their CSR practices:

STAKEHOLDER THEORY:

Puts the interest of all
stakeholders first. This creates
long-term value and sustainable
growth

TRIPLE BOTTOM LINE:

Emphasizes the importance of
balance between environmental,
social and economic
performance in decision-making

SHARED VALUE CONCEPT:

Pitches that companies can
create both social and economic
value by addressing social issues
that overlap with their core
business activities

Source: Finance Strategists
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Once companies decide the framework for their CSR, they ought to then decide the type of CSR they are
planning to undertake. The various types and impacts of CSR are:

Types of CSR

Source: Harvard Business School Online

Environmental responsibility instills
environmental stewardship in companies and
persuades them to act in the most eco-friendly
way possible in their day-to-day operations.

Examples:

P Microsoft seeks to become carbon negative,
water positive, zero waste and protect
ecosystems by 2030, but that's not all. The
company has set an ambitious target to
eradicate all the carbon it has emitted either
directly or indirectly since its inception in 1975,
by 2050 It launched a ‘Climate Innovation
Fund" (CIF) in 2020 which has committed
USD 1 billion towards innovation in climate
technologies.®

P ALSAYER Group, in collaboration with the
Kuwait Institute for Scientific Research (KISR),
participated in  the Environmental Day
initiative to rehabilitate the desert ecosystem
at the Wildlife Development Center in Al-Liyah
on February 2025.

Environmental Responsibility

Ethical Responsibility

Philanthropic Responsibility

Economic Responsibility

4 Some Key Common Initiatives Taken by )
Companies Under Environmental Responsibility:

Environmental
Responsibility

Offsetting
Negative
Environmental
Impact

Reducing
Harmful
Activities

Regulating
Energy
Consumption

Source: Harvard Business School Online

15

7 UNFCCC, ® Microsoft



Ethical responsibility ensures
that the company operates
in a fair and just manner. It
emphasizes the need for the
company to uphold values and
weave it into their operation.

Examples:

P PepsiCo provides a toll-free
ethics  hotline  operated
by an independent third
party. The service, which
is available 24/7, provides
employees, consumers,
suppliers, business
partners, and community
members an anonymous

and confidential means
of reporting  suspected
violations.

»  Kuwait Petroleum
Corporation  (KPC)  has
established a code of
conduct  which seeks
to provide a safe and

healthy workspace to its
employees devoid of all
immoral behaviors towards
employees, suppliers,
contractors, or clients. It has
made a commitment to
health, safety, security, and
environment (HSSE) for all
its employees to minimize
the number of incidents,
injuries, and chronic
diseases while preserving
the environment in the
course of business’

Sep. 2025

Philanthropic  responsibility
refers  to  the  monetary
contribution of the corporate
entities towards the betterment
of societies such as donations
to charities, funding social
causes, or creating a trust or
organization to support a cause
and create an impact. Unlike
other types of CSR, philanthropic
responsibility does not directly
impact operations; however, it
is sourced from a portion of the
companies’ net profits.

Examples:

» Google committed
over USD 160 million as
philanthropic  grants  to
bridge global education
gaps while encouraging
employees to share their
expertise. Through Google.
org, the company is mainly
tackling three key issues
— providing students with
the right learning materials,
enriching the knowledge
of teachers with the latest
advancements, and making

learning a pragmatic
experience by  giving
the students real-world

exposure.'®

P Kuwait Finance House (KFH)
has a track record of making
significant contributions
towards numerous social
causes. Most recently in
January 2025, the bank
pledged to  contribute
KD 15 million to fund the
creation and  equipping
of a dedicated cardiac
diseases  and  research
center at Mubarak Al-Kabeer
hospital."

Economic responsibility is the
company’s affirmation that all
its financial decisions will not
just increase profits but also
create a positive impact on
the environment, people, and
society through its business
operations. It weaves the core
activities of the business with
the well-being of society, which
creates long-term value and
growth for the company.”

Examples:

» Volkswagen decided
to reduce workforce to
minimize cost, but they
did not consider layoffs. In
2019, the company instead
refrained  from hiring
replacements for retiring
employees. By 2023, they
sought to reduce around
7,000 positions and save
EUR 59 billion (USD 6.8
billion)  annually.”

» In 2024, National Bank
of Kuwait (NBK) became
the first Kuwaiti financial
institution to issue green
bonds valued at USD 500
million. It also released its
first report in line with the
Task Force on Climate-
Related Financial Disclosures
(TCFED).™

Issue 23
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So, what is the difference between ESG and CSR? Both are voluntarily undertaken and ensure that the
company takes certain initiatives to make the world a better place, right? Though at first glance they may
seem to be similar concepts, both ESG and CSR have some differences.

Difference between ESG and CSR

Focus

Scope

Strategic
Integration

Nature

Orientation

Disclosure

Example

Source: DHL/IBIS

B £SG highlights the quantifiable
performance of corporations in
environmental, social, and corporate
governance aspects.

B Focuses on concrete actions and
quantifiable social impact

B CSRemphasizes the voluntary
commitment of corporations to
minimize negative impacts on
the environment and society
by improving their day-to-day
operations.

B | eans towards voluntary ethical
standards

It evaluates the company’s overall
sustainability performance

CSR addresses specific matters
pertaining to environment and societal
issues

ESGis incorporated into a company’s
core business strategy, to make their
operations more eco-friendly and
socially impactful

CSR is a separate action undertaken by
the company and focuses on repaying
the society for its contributions

ESG is a broader concept that
encompasses CSR activities

CSRiis a subset of ESG policies of a
company

ESG contributes towards long-term value
creation and growth of the company

CSR activities are more geared towards
specific social or environmental issues

ESG has specific frameworks laid
down by IFRS and GRI which offers
standardized way of reporting and
measuring

Reporting of CSR activities may vary from

organization to organization as there is
no set framework

Boursa Kuwait had an employee
retention rate of 98% in 2024 and
reduced its water consumption by

1.35%"

Boursa Kuwait organized a workshop
in collaboration with UN Development
Programme to raise awareness among
the private sector about its role in

 { tackling climate change'®

1> Boursa Kuwait 2024 Sustainability Report, '® arabtimes




nvestors, from individuals to colossal institutional funds, are increasingly looking to channel their capital
into businesses that align with their values and demonstrate a commitment to sustainability. The global
investment landscape is evolving to meet this requirement.

INVESTMENT PRODUCTS

A. ESG-Oriented Mutual Funds / ETFs

ESG-oriented mutual funds or ETFs primarily invest in companies with strong ESG performance. The
first sustainable mutual fund was launched as early as 1971. Launched by PAX World, the fund avoided
investing in companies contributing to the Vietnam War. In the U.S, there are as many as 821 mutual
funds and ETFs that are ESG-oriented, with net assets of funds amounting to USD 546.8 billion as of
May 2025. The numbers have almost doubled since 2019, when the number of funds was 487, with
net assets amounting to USD 278 billion.

Some of the common investment strategies used by ESG-oriented funds are :

Exclusionary Investing

= Also known as negative screening, these investment strategies that exclude/screen out
industries or companies that do not meet certain ESG criteria. This may also be described as
negative screening.

B Eg: SPDR S&P 500 Fossil Fuel Reserves Free ETF targets companies that do not own fossil fuel

Sep. 2025
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Inclusionary Investing

B Focus on companies that have ESG scores above a threshold.

B Eg: Invesco MSCI Sustainable Future ETF invests in companies that focus on renewable energy,
waste, and energy-efficient technologies

Impact Investing

B Aims to generate positive, measurable social and environmental impact in addition to financial return

B Fg: Brown Advisory Sustainable Growth Fund focuses on companies that have strong financial
performance and also deliver social impact

Thematic Strategies

B |nvest in companies that align with specific environmental and/or social objective

B Funds focusing on themes such as clean energy, water conservation, sustainable agriculture etc.

Best-In-Class Strategy

B Rank companies in the investment universe within their sectors and then select the most
sustainable companies within each sector.

Source: ICl




PERFORMANCE OF SUSTAINABLE FUNDS

Sustainable funds have outperformed traditional
funds in 9 out of the 12 half-yearly periods
during 2019-2024. Though traditional funds had
outperformed in H2 2024, this had been due to
sustainable funds’ higher exposure to Europe and
global markets compared to traditional funds and
these regions had underperformed Americas and
Asia-Pacific during the period. Within Americas and
Asia-Pacific, sustainable funds had outperformed
traditional funds by 79 bps and 49 bps respectively.

Half-Yearly Returns of
Sustainable Funds vs Traditional Funds (%)

H1

H2

H1

H2

H1

H2

H1

H2

H1

Sustainable
H2 =
Funds

Traditional
Funds

H1

H2 [ 0.4

25 -20 15 -10 -5 0 5 10 15 20 25

Source: Morgan Stanley; Note: Funds include closed-end funds,
exchange-traded funds and open-end funds, excludes
feeder funds, funds of funds and money market funds.
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ESG FUNDS BY REGION

In terms of ESG fund assets, Europe leads in terms
of domicile and attracts a considerable portion of
ESG investment, supported by strong regulatory
frameworks and investor demand.

ESG Fund Assets
by Domicile

(2024)

Europe, 87% Asia, 3% Us, 10%

Undisclosed oo Global

ESG Fund Assets
by Investment
Area (2024)

32%
°

...... o : s
Americas Europe

Source: Morgan Stanley; Note: Funds include closed-end funds,
exchange-traded funds and open-end funds, excludes
feeder funds, funds of funds and money market funds.
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B. SUSTAINABLE BONDS/SUKUK

These include bonds whose proceeds are used in environmental, social, and sustainability-related causes.
Since the issuance of the first green bond by the World Bank in 2008 to the tune of USD 250 million,
sustainable bond issuances have grown to over USD 1 trillion in 2024. Sustainable bond issuances make up
over 10% of the total bond issuances. While issuances reached a record high in 2021 amid investor interest
and low interest rates, low refinancing needs, concerns over recession, and hikes in interest rates pressured
issuances in 2022. However, the numbers have recovered since and are expected to be stable at over USD 1
trillion in 2025.

Sustainable Bond Issuance (USD billion)

1,155
974 1,001 1,045
. I I I l
2020 2021 2022 2023 2024
B Green bond m Social bond 1 Sustainability bond
Sustainability-linked bond Transition bond

Source: S&P

ESG Sukuk issuances reached USD 11.1 billion in 2024, up from about USD 5 billion in 2021. ESG sukuk
issuance is mainly concentrated in GCC countries, Malaysia and Indonesia.

ESG Sukuk Outstanding by Country (2024)

Saudi Arabia, 42% e-----------..

------- o Turkiye, 1%
UAE, 33% o-----_"

------- * Kuwait, 2%

----- * Qatar,3%

----------- * Indonesia, 19%

Source: Fitch
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Il TRENDS IN ESG INVESTING I

Focus on Specific Themes

Investors are moving away from generic ESG
investing and focusing on specific themes or regions
to generate alpha, using their expertise to generate
better outcomes. Some themes that investors are
focusing on include portfolio decarbonisation,
social issues, just transition and biodiversity in their
investment strategy.

Increasing Interest Among Private Capital
Managers

Private capital managers are also taking to ESG
investing as it not only adds value but also enhances
alignment with asset owners, and meets stakeholder
expectations. It also unlocks opportunities tied to

decarbonisation and the transition to a low-carbon
economy. According to a BNP Paribas Survey, 51% of
the responding private capital managers are looking
to use active ownership to fulfill their ESG goals, with
more emphasis on social issues and just transition.!”

ESG Risk Posed by Al

Tech companies constitute a considerable portion
of ESG funds given their low carbon footprint.
However, they do rely on large data centers that
consume considerable electricity and water, leading
to environmental concerns. Other issues like data
security and labor rights are also some ESG aspects
that tech companies are yet to fully address.

Il FACTORS DRIVING ESG INVESTING I

Favourable Returns

The shift towards ESG is not just a philosophical
exercise but also is manifesting tangible financial
flows. According to Morgan Stanley, based on
median returns of sustainable funds, investment of
USD 100 into a sustainable fund in December 2018
would have become USD 136 as of December 2024,
while investing USD 100 into a traditional fund over
the same period would equate to USD 131.

Improving Disclosures from Companies
Companies’ willingness to adopt ESG practices
continues to grow amid regulatory requirements
and demand from stakeholders. According to a
Thomson Reuters survey of global C-Suite leaders
in 2024, 71% of leaders had stated their company is
willing to invest in leveraging ESG as a competitive
advantage, up from 60% in 2023. Improved and
dependable disclosures would strengthen investor
interest in ESG investing.

Leaders Speak: ESG Adoption in World’s Largest 250 Companies (2024)

( 96% Ji

Have
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carbon target
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Report on
sustainability

\_

Source: KPMG
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Rate of Adoption of ESG Across Regions

-------- {7 North America

75%

["| Europe, Middle East, Africa

94%

Asia Pacific

Source: Capital Group Note: Based on survey of a total of 1,130 global institutional investors and intermediaries across 24 countries/

regions in 2024

Favourable Investor Attitude

In a survey of institutional investors, 85% of
respondents stated that they integrate sustainability-
related criteria into their investment decisions. By
region, Europe and Middle East investors lead the
pack in terms of adoption.

Policy Support

Governments are playing a vital role in ESG
adoption/investing by supporting companies with
positive ESG performance through tax breaks and
penalizing those with harmful activities with higher
tax rates. These taxes create a financial motivation
for companies to align their operations with ESG
principles. The governments could also push for
mandatory disclosure requirements to support ESG
investing.'

Regulatory Support

With more investors leaning towards ESG investing,
the global push for transparency is tightening. The
ESG disclosure landscape is constantly evolving, and
most companies make use of reporting frameworks
such as the IFRS Sustainability Disclosure Standards,
Global Reporting Initiative (GRI) Standards to disclose
information on the sustainability of their business
model and operation.

Reporting requirements vary from region to region.
[t can broadly be classified as mandatory and
voluntary reporting. The United Kingdom was the
first G20 country to make climate related financial
disclosures mandatory, aligning with its Task Force
on Climate-related Financial Disclosures (TCFD).
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Mandatory ESG Reporting Standards Across Countries

Country / .
Region Reporting Standard
LiklEyele Bursa Malaysia Sustainability

Reporting

Philippines
SEC's Sustainability Reporting

Non-Financial and
Sustainability Information
(NFSI)

European  Corporate Sustainability

Union Reporting Directive (CSRD) 2023 and 2021

and Sustainable Finance
Disclosure Regulation (SFDR)

Aotearoa New Zealand
Climate Standards

New Zealand

implementation

Year of Applicable to

Listed companies

Publicly listed companies

Public Companies, Asset managers
and pension fund and large private
companies with turnover greater
than GBP 500 million and employee
more than 500.

Large EU companies, Listed SMEs
and some non-EU companies with

respectively ¢ petantial operations in the region

Around 200 specified entities in
the financial sector and overseas
organizations that exceed the
threshold outlined in the standards

Source: Iris Carbon, New Zealand Ministry for the Environment, EY, Elite Asia; Note: Countries selected in no particular order

Companies that are not required to make mandatory
disclosures have the choice of adopting a voluntary
framework and freely decide what to report under
their ESG Initiatives. Such a disclosure portrays
a company’s desire to remain transparent with
stakeholders and helps maintain their brand image
and reputation. Voluntary frameworks such as Global
Reporting Initiative, International Sustainability

Standards Boards, Carbon Disclosure Project etc.
seek to provide a harmonised reporting, enabling
comparison of ESG adoption across companies.

One of the major challenges faced in ESG reporting is
‘Greenwashing. It refers to the practice of companies
trying to appear more eco-friendly than what they
truly are.

-

-

Keurig, an American beverages company, is into selling coffee machines and associated accessories. In its
2019 - 2020 annual report, the company had stated some incomplete and inaccurate statements regarding
the recyclability of its K-Cup products. Ironically, even though K-Cup was made from single-use plastic, the
company in its Form 10-K for the years 2019 and 2020 claimed that the K-Cups could be effectively recycled.
This claim was incomplete because the company had concealed the negative feedback received from two of
the largest recycling companies. In September 2024, the Securities and Exchange Commission (SEC) ordered

Keurig to pay USD 1.5 million as civil penalty.”

J

Sep. 2025

Such claims end up outwitting both ESG-oriented
customers and investors, making them wary of
companies’ ESG claims and are in turn detrimental to
ESG adoption as a whole. In 2021, share of investors
who perceived greenwashing to be highly prevalent
in asset management was at 57%. However, amid
growing investorawareness, the number plummeted

to 42% in 2024.2° Other challenges in ESG adoption
are fragmented understanding, presence of multiple
frameworks, complex regulations, difficulty in
gathering and managing ESG data and quantifying
ESG risks and including them in decision making
models.
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ESGin GCC

Integrating
Prosperity
with
Purpose

n the backdrop of fossil fuels being considered as a
key environmental pollutant and GCC economies’
heavy reliance on oil, the global paradigm towards a
more sustainable world has shifted gears in the region.
Governments, regulators, companies, sovereign wealth
funds and other investors are actively working towards
adopting ESG best practices. With many countries
targeting to become net zero emitters by 2060,
governments have established various policies and
regulations to support this objective.

Sustainability has not been a mere talk in the region.
GCC countries have published a unified set of ESG
disclosure metrics in January 2023. The GCC Exchanges
committee launched metrics with 29 standards that are
aligned with the World Federation of Exchanges (WFE)
and Sustainable Stock Exchange Initiatives (SSE) which
can be adopted by all listed entities in the region.?’ This
move sought to provide a uniform approach to ESG
disclosures across the region, so that the investors could
easily compare companies across the countries and
make an informed decision.
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Companies’ Alignment with Various Reporting Standards Across the GCC Countries (2023)

UAE

Saudi

Arabia Kuwait Oman Bahrain Qatar

EELRE AN

The Global Reporting Initiative
(GRI)

UN Global Compact (UNGC) /
Communication on Progress (COP)

The Sustainability Accounting
Standard Boards (SASB)

The Sustainability Disclosure
Standard (IFRD SDS)

Task Force on Climate Related
Financial Disclosure

Index

Source: Sustainability Square

High

Relavant Stock Market ESG .

A

A

Low

In 2019, the UAE had established the Sustainable
Finance Working Group (SFWG) to encourage the
adoption of sustainable finance at the national
level. The SFWG includes various ministries and
exchanges of UAE as its members. It released the
first set of Guiding Principles on Sustainable Finance
in 2020, which promoted appropriate ESG-related
disclosures and reporting. The fourth principle
was released in 2024, which aimed to enhance
transparency and the quality of sustainability-
related product-level disclosures? In 2023, the
Abu Dhabi Global Market (ADGM) implemented
its sustainability framework.?® The National Register
for Carbon Credits was also launched in 2024, and
companies were mandated to comply with the
same by June 28, 2025

Investors in the region also lean towards companies
that are focusing on ESG. In 2023, UAE had launched
aninvestment platform, ALTERRA, to invest in climate

change action and had committed USD 30 billion
to the investment platform. Around 93% of the
investors in the UAE are drawn to climate investing.”
For instance, Masdar — a clean-energy-focused
developer in the UAE — had a USD 1 billion green
bond issuance in 2024 that was oversubscribed by
4.6 times. The offering comprised 5- and 10-year
bonds worth USD 500 million each, both receiving
strong demand.”

The Saudi Exchange joined the UN Sustainable
Stock Exchanges Initiative in 2018 to promote ESG
awareness and encourage sustainable investment.?’
In 2019, the Capital Market Authority (CMA)
introduced ESG Disclosure Guidelines which require
all listed companies in the country to disclose their
ESG-related information.”® The Saudi Exchange has
been proactive in advancing the ESG disclosure in
the Saudi Capital Market by engaging with various
players through numerous channels. With Saudi

Sep. 2025
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Arabia targeting to become a net-zero emitter
by 2060, the country is implementing flagship
initiatives like the circular carbon economy, which
aim to enhance environmental stewardship while
promoting economic growth.”

Companies in Saudi Arabia adopt ESG strategies
to not just attract investor confidence but also
comply with the Capital Market Authority’s (CMA)
regulatory push. Around 30% of the top companies
already report sustainability-related information.*
The shift in investor preference towards green
and sustainable finance is becoming increasingly
evident, as demonstrated by the country’s first
sovereign green bonds, which were oversubscribed
by six times in February 20257

The Qatar Stock Exchange adopted the UN initiative
on sustainable development to offer environmental
protection and support companies in social
responsibility and governance. In December 2017, it
introduced ESG Guidelines to help listed companies
voluntarily disclose their ESG initiatives. In 2018,
it launched its first sustainability platform and
encouraged all listed companies to disclose their
sustainability reports.®? In its strategic plan for 2023-
2027, Qatar Financial Markets Authority (QFMA)
has also identified sustainability as a key objective.
It seeks to develop sustainable capital markets in
Qatar and rebrand the corporate identity of QFMA
to reflect this focus. It also plans to develop an eco-
friendly headquarters for QFMA.® Investor interest
towards sustainable instruments is also positive.
The country’s sovereign green bonds issuance,
totaling to USD 2.5 billion in 2024, was significantly
oversubscribed—receiving orders worth USD 14
billion, or 5.6 times the offering.*

With sustainability and economic diversification
being key objective under Vision 2040, Oman is set
to witness mandatory ESG reporting for publicly
listed companies from 2025. Bahrain has also
encouraged companies to disclose ESG metrics and
has published ESG reporting guide to facilitate this
process.

The GCC funds landscape is evolving in terms of ESG
offerings and regulations. Saudi Tadawul offers ESG
funds such as the GIB MENA ESG Equity Fund, which
focuses on investing in stocks listed in the MENA

region that follow ESG standards, and the Yageen
S&P ESG MENA ETF, which tracks the S&P Pan Arab
Composite ESG Shariah Capped Index USD.

In November 2024, UAE's ADGM had published
guidance on ESG funds and Model Portfolios to
clarify rules for management and marketing of such
vehicles, to mitigate the risk of greenwashing, and
encourage transparent disclosure of ESG-related
information in line with global best practices.
With countries like Oman and Kuwait making it
mandatory for companies to disclose ESG metrics,
the outlook for the launch of new ESG-focused
funds in the region is positive.

In GCC, sustainable finance is the key to unlock up
to USD 2 trillion in cumulative GDP by 2030. It has
the potential to create more than 1 million jobs and
would also encourage foreign investment in the
region.* Green finance is gaining momentum in
the region with countries, state-owned enterprises,
SWFs, and companies releasing green/sustainable
finance frameworks and following it up with ESG-
related bond issuance.

While sustainable bond issuances has slowed in
2024, compared to 2023, this slowdown was due
to normalization following COP28 in November
2023 and higher interest rates, according to S&P*
UAE and Saudi Arabia have been leading in terms
of issuances, making up 70% of regional sustainable
bond issuance since 2020. However, other countries
like Qatar and Kuwait have also seen new issuances
in 2024. The share of sustainable sukuk is also
increasing and made up 35% of regional sustainable
bond issuance in 2024, up from 26% in 2023.. ESG
sukuk issuances from GCC based issuers have also
been on the rise in recent years and had totaled
USD 8.82 billion in 2024, making up 58% of the
global total*
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Sustainable Bond Issuances in the Middle East (USD Bn.)
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Green Bonds
Sustainability Bonds
Sustainability Linked Bonds

Social Bonds

2020 2021 2022

Some Green Bond Issuances in GCC

Entity

Government of Saudi Arabia
Public Investment Fund
Masdar

Abu Dhabi Commercial Bank

Government of Qatar

Impact investing has been on the rise in the region
with countries taking up numerous creative and
sustainable projects such as NEOM in Saudi Arabia
and Masdar City in the UAE. All the GCC countries are
working towards a greener and cleaner future driven
by impact investing. The region is making significant
strides in moving from plans on paper to practical
implementation of its objectives. For instance, the
UAE's largest bank, FAB has facilitated AED 216 billion
in sustainable and transition financing projects,
which is around 43% of the bank’s 2030 target of
AED 500 billion.*®

Fintech apps are also offering avenues for ESG

Sep. 2025

2023

Country

Saudi Arabia

2024

Source: S&P

Date of Issuance lAmount (USD bn)

Source: Various

investing in the GCC through ESG-focused portfolios.
For example, UAE-based robo advisory Sarwa offers
Socially Responsible Investments (SRI) Portfolios,
which invest in assets that have a positive impact on
the world.

In all, ESG-driven investment and sustainable finance
are set to witness a positive trend in the GCC region.
Its market size is expected to maintain significant
growth, with a compound annual growth rate
(CAGR) of 31.1% during 2024-32, on the back of
government support, regulatory requirements and
investor and consumer demand.
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THE DAWN OF SUSTAINABLE INVESTMENTS IN KUWAIT

With the birth of New Kuwait 2035 Vision in 2017,
Kuwait has placed increasing importance on
sustainability. Standing atop the seven npillars of
the National Development Plan 2035 is the path
to ‘sustainable diversified economy’* Regulators,
companies, financial institutions etc. have been
making progress towards ESG adoption and
reporting.

On the regulatory front, Kuwait has been making
gradual progress on ESG reporting. It began with
the publication of the ESG Reporting Guide for listed
companies by Boursa Kuwait in 2021. The guide was
aimed at supporting listed companies’ disclosure of
ESG and CSR practices. In line with global progress
on ESG reporting, in April 2025, Kuwait's CMA
mandated sustainability reporting for all companies
listed in the Premier Market from 2026.

Companies in Kuwait have been adopting ESG
initiatives in line with the country’s goal of achieving
net-zero emissions by 2060. Many banks and
financial institutions have been issuing periodic
ESG/Sustainability reports. Some of them are Boursa
Kuwait, National Bank of Kuwait, Kuwait Finance
House, KAMCO Invest etc.

Investors too are backing ESG adoption. This was
evident when NBK issued the country’s first green
bond with a face value of USD 500 million in
2024, which was oversubscribed by three times,
reaching USD 1.5 billion. Similarly, during the vyear,
Warba Bank’s USD 500 million sustainable sukuk
was oversubscribed three-and-a-half times. Capital
Edge, an investment firm in Kuwait, plans to invest
USD 1 billion in NexGen Energia, a green energy
firm in India. The Kuwait Investment Authority
has also announced plans to make its portfolio
100% ESG compliant, with a particular focus on
environmental considerations. Improved disclosures
from companies and investor interest will pave the
way for more ESG-oriented investment products in
Kuwait.

Not just GCC countries, but the entire MENA region
leads the world in terms of credibility. Around 94% of
the MENA green bonds were followed up with timely
disclosures regarding capital allocation and projects
funded, which is 4% higher than global standards.
Transparency and accountability are ensured in
these projects as funds are utilized as intended and
consistently disclosing their use to investors.*
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A Quick Take on the Evolution
of the Kuwaiti Economy &
Sustainable Investing in the

country

INTERVIEW WITH

Jassem Zainal,
Vice Chairman & CEO,

Arzan Financial Group

S&P estimates that the economic growth will
likely remain modest in 2025-26, at 2%, while
the government is actively enhancing reforms to
increase the foreign direct investment (FDI). How
does this impact the investment firms in Kuwait?

The current economic climate requires investment
companies to be more selective in their moves and
decisions. However, the government’s efforts to attract
more foreign direct investment represent a qualitative
opportunity. These reforms are creating a more open
business environment and reshaping the local market
to become more efficient and attractive. At Arzan
Financial Group, we see this direction as a catalyst
to strengthen our international partnerships, attract
capital, and invest in sectors with long-term growth
potential in the local market - contributing to job
creation and supporting the national economy.

With Kuwait pushing for the non-oil sector’s
contribution to reach 4% of the GDP, how could
investment companies play a vital role in achieving
this objective?

Our role in the investment sector goes beyond asset
management, selecting investment opportunities, or
providing financial services; we are partners in building
the national economy. We can support the growth of
the non-oil sector by investing in promising industries
such as technology, education, healthcare, and
logistics. Small and medium-sized enterprises (SMEs)
are also a fundamental driver of income diversification
for the country. We firmly believe that empowering

Sep. 2025

the private sector will directly contribute to achieving
national objectives.

Despite the regional and international uncertainties,
Arzan Financial Group registered a net profit of KD
14.1 million, which is a 100% increase in 2024 from
the previous year. What's the story behind this
significant feat?

This achievement is the result of teamwork and a
carefully crafted strategy. In a volatile environment, we
focused on diversifying income sources, geographic
expansion, strategic partnerships, and meticulous
selection of investment opportunities. We also
launched several new services that contributed
to increased revenues, giving us greater flexibility
in overcoming the challenges and crises we face.
This performance was not incidental, but rather the
outcome of a clear vision, precise execution, and a
highly competent team dedicated to a thoroughly
developed strategic path.

Doubling net profit is an impressive milestone;
how has this affected the group’s capital allocation
strategy - particularly around new ventures and
dividends?

The profit growth has provided us with greater flexibility
to achieve the company’s objectives, pursue strategic
expansion, and attract top-tier talent in management
to ensure sustainable growth. At the same time, we
have considered shareholders’ interests by reviewing
our dividend policy to ensure a balance between
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¢ sustainable  growth
and attractive returns
for investors. We view
capital not just as a
funding source, but
as a strategic tool
to build the future
that aligns with our

. . Group's vision.
Arzan Financial Group

For Financing & Investment k.p.s.c.

ARZAN
Caligl

How do regional
developments such
as economic reforms, digital transformation, and
regulatory enhancements influence the Group’s
forward-looking  strategies?

These developments are not merely influential,
they are a key driver in shaping our strategy. Digital
transformation opens new horizons for financial
innovation; regulatory reformsenhancetheinvestment
climate and promote transparency. At Arzan Financial
Group, we are aligning with these changes by
launching new financial products and innovative
investment solutions, maintaining strong governance
practices, complying with regulatory frameworks,
and building strategic regional partnerships that
strengthen our presence in local and global markets.

With rapidly evolving global economies and dynamic
environments, how is the Arzan Group positioning
itself to remain competitive and innovative? Has
your strategic approach shifted in response to recent
market volatility and geopolitical developments?

We believe competitiveness begins with innovation,
and strategy cannot remain static in a dynamic
environment. We've adopted a more agile approach
focused on ‘rapid strategic response,” allowing us
to regularly reassess our investment priorities. We
maintain a geographically diversified portfolio to
shield the Group from geopolitical shocks, enhancing
our adaptability. This agility in overcoming challenges
has become embedded in our corporate culture.

How are ESG considerations woven into the
group’s strategic planning and portfolio decisions?
Is sustainability a strategic advantage to attract
investors and partnerships?

Sustainability is no longer optional; it's a strategic

necessity. At Arzan, we have embedded ESG principles
into our investment planning process, starting from
project evaluation to decision-making. We prefer
investing in companies that uphold environmental
and social standards and aim to promote this culture
across the business ecosystem. We've observed
growing interest from global investors in these
standards, providing us with a competitive edge
in forming partnerships and attracting institutional
capital.

One of the Group's top priorities in its future
policies and strategies is integrating ESG principles
and applying them meaningfully in its operations. We
believe today's efforts in environmental, social, and
governance practices will shape our future. Notably,
the Group is preparing to release its second ESG report
for 2024, which will reaffirm our ongoing commitment
to sustainable and ethical practices. This report
serves as a transparent account of Arzan Financial
Group's progress and aspirations in these critical areas,
reflecting our deep awareness of the impact our
operations can have on the environment, society, and
governance structures.

How does Arzan Group differentiate itself from other
investment companies in the region and globally?
What are the plans for future expansions?

Ourdistinction is based on three pillars: our investment
in human capital - we strive to attract top-tier talent,
our diversified income streams, and our presence
in key global markets. We remain committed to
implementing strategies that align with our vision and
long-term ambitions.

As for expansion, we are exploring geographic
growth opportunities by entering new markets in
the region, with a focus on identifying exceptional
investment opportunities and offering cutting-edge
financial and investment services. Our goal is to
become a high-performing regional financial group
and a key gateway for foreign investment into the
region.We aim for all our services and products to meet
the highest international standards, and we are proud
that the Group has already begun to realize these
objectives, with further aspirations ahead. We seek to
create added value for our clients and shareholders,
helping them grow and preserve their wealth.
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hrough the years, companies in the region

have recognized that ESG is the new gold.
Though there was no mandate, many companies
adopted strategies to give back to the society. A
study by Sustainability Square in 2023 revealed that
companies in the four sectors in the GCC region
- financial, technology and communications, oil
and gas and services sector have adopted various
strategies to stay committed to the region's ESG
objectives. Around 63% of publicly listed companies
in the region disclose ESG/sustainability related
information. Of the remaining companies that do
not disclose sustainability-related information, 45%
have expressed willingness to do so in the upcoming
years.¥

As highlighted in the chart below, based on the
survey, while companies across sectors place much
focus on CSR and environmental initiatives, the
financial sector and media and communication
companies are also focusing on responsible
investment. For example, while 91% of respondents
in the financial sector and 89% of respondents in oil
and gas focus on CSR, 45% of respondents in the
financial sector focus on responsible investment,
while oil and gas companies do not consider it a
priority.

Sector-Wise Strategy Adopted by Companies In
2023 (% of respondents)

101095
[eldueUl

wod33|
3 LIP3 ‘Yd3L

e R IO

101095
92IAIDS

M Environmental Net Zero

M CSR

Responsible Investment

Source: Sustainability Square - 2023 State of ESG in GCC Report “?

4 Sustainability Square

“2The survey was based on responses from sustainability professionals and business leaders in the GCC. About 59% of respondents

were from the UAE and Saudi Arabia, and the remaining were from other GCC countries. 23% of respondents were from financial
institutions, 11% from tech, media, and communications, and 10% from oil and gas, and with the remainder from other industries

such as services, food and beverage, etc.



The region stands out for its unique finding regarding which group pushed the most for transparency in
ESG-related disclosures. Generally, it is presumed that external stakeholders are the ones who would demand
transparency in ESG disclosures, but in contrast, it was the internal management — such as the board of
directors and top executives — who steered the drive toward more transparent disclosure.”®

Bl OIL & GAS SECTOR | NN

The hydrocarbon sector remains an integral part of  this backdrop, given the hydrocarbon sector’s widely
the region’s economic development. Even though  recognised negative impact on the environment,
countries seek to actively diversify their economies ~ companies in the sector have undertaken numerous
away from oil and gas, the sector still contributes a  strategies in line with the region’s climate goals.
significant portion of the region’s economy. Against

Investing into
Renewables
Optimizing
Energy Usage

Strategies Reducing
Implemented Emmissions

ESG-Reporting
& Disclosures
Implementing
Carbon storage
systems

Source: ECODRISIL
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Bl REAL ESTATE SECTOR [N

Real estate, a key economic sector in GCC, is also  estate development. These include green building
seeing increasing adoption of ESG practices.  regulations, energy-efficient retrofits, the use of
Different stakeholders- developers, property owners — sustainable materials and the incorporation of
and policy makers — have been taking measures  renewable energy in development.

towards incorporating elements of ESG in real

Initiatives in the Real Estate Sector to enhance ESG

4 N

Kuwait Real Estate Company (AQARAT) has invested in YOTEL which
integrates advanced technologies to optimize resource utilization and
reduce environmental impact

Smart
Buildings

Y

Leadership in Energy and Environmental Design (LEED) is a leading
framework worldwide that encourages the design of sustainable buildings.
ALARGAN is a torchbearer for sustainability in Kuwait as it was one of the
members of the Kuwait Green Building Council. It is the first and only
company in Kuwait with LEED Platinum Certification for the design and
construction of its headquarters in ARGAN Business Park.

/

Source: Various

Il LOGISTICS SECTOR

Another industry that is witnessing a tide of change is the logistics sector. Leveraging the region’s strategic
location, the GCC is connecting the world literally, and the importance of logistics has been on the rise.
Re-exports are expected to surge owing to the region’s strategic location which contributes to higher
movement domestic and transit goods. In line with the region’s vision to become carbon neutral by the next
four decades, this sector too has sought ways to uphold its share of ESG practices.

Major Initiatives in Logistics Sector

Smart Shift to electric Sustainable Adoption of

energy-efficient vehicles packaging ESG-related
warehouses disclosures and
practices

Source: Various

Sep. 2025
Issue 23



Bl FINANCIAL SECTOR NN

With more and more companies sprinting towards
a sustainable future each day, the financial sector is
fast-tracking the transition. Numerous GCC banks are
supporting the decarbonization initiatives of public
and private entities by financing the investments
required to attain the net-zero targets in the region.*
The reason? Funding the transition of carbon-intensive
industries propels the region to a cleaner and greener
future and opens the door to an array of high-impact
ESG investments. The financial sector in the UAE has
promised to contribute USD 265 billion by 2030 for
sustainable financing.

The banks in the region have amplified their ESG
targets which not only include emission reductions
but also sustainable finance volumes and ESG-related
capital market transactions. Fintech companies are
the harbinger of a new era in the financial realm,
integrating technology with sustainability and most
efficient at that. Digital wallets, mobile payments, and
neobanks are giving their traditional counterparts
fair competition in the increasingly digitized world.
Neobanks for instance, capitalize on their completely
digital existence to reduce their environmental
footprint, carving a more sustainable financial
ecosystem.

Initiatives in the Financial Sector to achieve their ESG targets

/Sustainable Finance

National Bank of Kuwait (NBK) was the first Kuwaiti
bank to issue green bonds. In 2024, the bank issued
green bonds with a face value of USD 500 million at
a 5.5% coupon rate, which was oversubscribed three
times, highlighting investors’strong demand for such
\ESG—driven investments.

(Deca rbonization

Kuwait Finance House (KFH) launched its first ‘Carbon
Footprint Report’ in 2024. The report highlights
all the bank’s initiatives to minimize its carbon
footprint, including reducing energy and paper
usage, improving digital transformation efforts, and
investing in energy-efficient infrastructure across all
roations.

Source: Respective Bank’s Sustainability Report

Diversity and Inclusivity

Boubyan Bank seeks to have a gender-balanced
workforce (50% male and female employees) by 2025.
This aims to build an inclusive team and provide fair
opportunities for all. The bank also seeks to have 35%
female leaders within the organization by the end of

2025. J

J

Transparency and Governance

National Bank of Kuwait (NBK) published its first
TCFD report and aligned itself with the ‘Partnership
for Carbon Accounting Financials’ (PCAF). The bank
is also developing a bank-wide environmental and
social risk management (ESRM) framework.

Initiatives by Asset Management Companies to enhance ESG

Adopt a Global
Framework
ESG disclosures.

Sustainable/Green

Investing in ‘
Assets & Businesses

Source: Various

Kuwait Financial Center “Markaz” adopted the ‘Principles for Responsible
Investment’ (PRI) in 2023 and abides by its regulations and reporting processes
to serve the best interests of its clients while keeping them informed through

SANAM invested in Technical Integrated Aquaculture Company in 2024, with a
major focus on cost optimization, green energy integration, and delivering ESG
benefits, alongside building resilience in Kuwait's seafood industry.
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4 )
SPOTLIGHT
Arzan Financial Group (AFG)

Arzan Financial Group was initially established in the year 1980 as International ARZAN

Finance Company, operating as one of the main companies in the field of Ly | i Ji
financing. In 2013, the company renamed itself Arzan Financial Group and

expanded its activities to provide various services such as investment, asset . .
management, financial brokerage, wealth management, corporate credit Arzan Financial GrouP
services, debt collection, in addition to venture capital investment servicesand o Financing & Investment kes.c.
other financial solutions and investment services.

The company is also committed to advancing sustainability across all aspects of its operations. In 2023, the
company released its first ESG report. ESG is entwined with the policies and operations of the company, so
much so that it is part of its vision.

Create Long-Term Value

Become Market Leaders

Solid Investment Performance

VISION AND MISSION .

ARZAN IN NUMBERS

2024

Performance
Fils 16.56

SOME ESG ACHIEVEMENTS OF THE COMPANY (2024)

ENVIRONMENT SOCIAL
4 USD 13.75 million invested over 2022-2024 441% Kuwaiti Employees as of 2024

in environment related standards <KD 43,500 invested in 2024 charitable
42,180 million kWH average electricity foundations in 2024
consumption in the last three years

4 1,216 million Gallons average water GOVERNANCE

consumption in the last three years 4 96% reduction in manual processes due
to digitalization

Source: Arzan Financial Group ESG Report 2024

A\

Sep. 2025

Issue 23



Know more about

Talal Bader Al Bahar
Deputy CEO, Arzan Financial Group

Tell us about AFG’s success story, mission, vision, and
services.

Arzan Financial Group is one of the leading investment
companies in Kuwait, GCC, and MENA. The company
was originally founded in 1980, and the transition to
“‘Arzan Financial Group for Financing and Investment”
was officially approved by the Board of Directors in
2013, following extensive strategic planning. This
change reflected a major transformation in the
company, particularly after the successful merger of
three entities. Since then, Arzan has implemented a
new strategic direction focused on delivering strong
returns to shareholders and providing superior services
to its clients.

Between 2013 and 2014, the company
underwent comprehensive internal restructuring to
align with its new strategy and service offerings. A new,
highly qualified and experienced team was appointed
to develop and implement the group'’s operational
plans, oversee its various departments, and ensure
policy compliance. Since then, Arzan has remained
committed to aligning with global best practices to
meet the evolving aspirations of shareholders and
clients through its wide range of financial services and
investment solutions.

As of 2024, Arzan Financial Group's total assets
reached KWD 283,198,752, distributed as follows:

«  93.6% Investments

«  4.0% Financial Brokerage
o  2.0% Real Estate

o 0.4% Installment Credit

The Group offers a diversified suite of services,
including: Yielding Asset Platform, Real Estate Debt,
Opportunistic Assets Platform, Private Equity, asset
management and brokerage services, debt collection,
EasyBuy installment services, corporate credit services,

and venture capital Investments. Arzan has also
obtained several investment activity licenses, such
as: Investment Portfolio Manager, Investment Advisor,
Subscription Agent, Collective Investment Scheme
Manager and Securities Broker not registered in the
Securities  Exchange.

The Group's mission is to create long-term value
for all our stakeholders by providing attractive and
solid performance returns as we build a partnership
with our clients based on trust and confidence. We
strive to serve and build a robust and sustainable
balance sheet by offering services across diversified
financial products with integrity, efficiency, high moral
standards, and corporate governance standards. AFG
creates long-term value for stakeholders by delivering
an attractive and solid investment performance across
economic cycles, while fulfilling its responsibilities
toward employees and society. Its vision is to become
a prominent and leading company in the financial
advisory and financing business by offering high-
quality personalized service with prudence and
transparency across global markets, thereby creating
value for our clients and shareholders. AFG is looking
to be a leading global platform for clients to invest in
a diverse set of unique opportunities that create value,
consistent performance, and safeguard client wealth.

Do you have any comments regarding the
performance of Arzan Trader & Margin Trading ?

"Arzan Trader” and “Margin Trading Services" are a
core part of our asset management and brokerage
services. These two services have shown impressive
performance recently, with significant growth in the
number of portfolios and users, clearly reflecting
clients’ trust in our platforms and services. We
continuously enhance these offerings using advanced
analytical tools, regular reporting, and global market
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news, all delivered through a user-friendly and secure
platform via the Arzan Trader application, and in full
compliance with the controls, regulatory regulations,
and the policies and procedures related to this service.

It's worth noting that Arzan Financial Group was
the first in Kuwait to launch margin trading services in
2022, quickly attracting interested clients. In addition,
the Arzan Trader platform stands out for its simplicity
and seamless access to trading in the Kuwaiti market,
GCC markets, and even in U.S.,, European, Asian, and
other international exchanges.

What role do Kuwaiti investment companies play,
according to you, in the GCC and MENA?

Kuwaiti investment companies play a major role in
directing capital toward sustainable development
projects across the region. They significantly contribute
to creating a well-rounded and sustainable business
environment, enriching regional markets with diverse
services and innovative solutions.

What is the Group’s diversification strategy over the
coming years, and how successful has it been?

Our strategy is built on carefully planned geographic
and sectoral diversification. We operate locally and
globally across multiple sectors, which provides
us with the flexibility to overcome challenges and
minimize risk. Our success is evident in the growth of
our assets under management, our strong financial
performance, and our ability to navigate crises
intelligently—consistently reinforcing our financial
position and profitability over consecutive years.

How is Arzan Financial Group leveraging
technologies to optimize investment decisions and
operations?

At Arzan, we place great importance on technology.
We utilize cutting-edge tools such as paperless
systems, data analytics, risk assessment models, and
real-time reporting platforms. We are also automating
operational processes to enhance efficiency, reduce
costs, and accelerate decision-making. We firmly
believe that technology is the engine of growth in
this era and beyond, and we are committed to the
continuous development of our internal platforms
and digital services.

What are the challenges and opportunities faced
by investment companies in Kuwait and the GCC
region?
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Key challenges include oil price volatility, geopolitical
tensionsintheregion, intensifying market competition,
and rapid regulatory changes.

On the other hand, there are significant
opportunities to  finance national economic
transformation, such as Kuwait Vision 2035, Saudi
Vision 2030, and the visions of the Gulf and regional
states, as well as the government’s drive to increase
private sector participation and open markets to
foreign investment in various sectors.

How does a global macroeconomic shift affect
investment decisions in Kuwait? With the current
global scenario, does Kuwait stand to gain?

Global factors such as inflation, rising interest rates,
and geopolitical shifts directly affect capital flows and
targeted investment sectors. However, Kuwait—with
its robust financial reserves and political stability—
is well-positioned to absorb these shocks. In fact,
such changes can present opportunities through
smart acquisitions, geographic diversification, and
investments in undervalued assets with future growth
potential.

How mature is the ESG adoption among the Kuwaiti
and GCC businesses from your point of view? What
steps can investment companies in Kuwait take to
set a precedent in global ESG investing?

We are seeing gradual improvement, though
there is still a journey ahead to reach full maturity
in ESG adoption. There is growing awareness and a
clear willingness—particularly among international
investors and institutions—to apply these standards
and prioritize sustainability. At Arzan, we firmly believe
that sustainability is not just an ethical obligation but
a fundamental pillar of our strategy.

We advocate for a holistic ESG framework that
drives real business value, and we see it as a long-term
competitive advantage, not only for compliance, but
for future-proofing our operations and building trust
with stakeholders.

Collectively, all the companies in the region are
working towards a unified goal of becoming a front-
runner in ESG-driven practices and disclosures, all
the while contributing towards the regional goal of
becoming a net-zero emitter by 2060. With companies
undertaking suitable frameworks to disclose their
ESG-related information, they are seeking to leverage
ESG to drive growth and competitiveness.
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With energy and financial services being key economic
sectors in Kuwait, Oxford Business Group highlights
progress made by companies in these sectors towards
ensuring sustainable growth

By Harry van Schaick,
Managing Editor,
Oxford Business Group (OBG)

reserves, is at a crossroads between this legacy

wealth from hydrocarbons and the growing
imperative to transition towards more sustainable
growth. Clearly, economic growth remains robust,
with GDP growth estimated at 1.9% for 2025 and
3.1% for 2026, according to the IMF. Recent years
have seen the country pivot to a development model
that prioritises resilience over resource dependency.
At the center of this transformation is the integration
of environmental, social and governance (ESG)
principles across both the public and private sectors.
As the government accelerates towards Vision
2035, ESG frameworks are now influencing capital
allocation, operational practices and institutional
governance in some of Kuwait's most critical sectors.

Kuvvait, known internationally for its abundant oil

Decarbonising Kuwait’s energy
backbone

In OBG's recent ESG research on the hydrocarbons

conducted in collaboration with state-owned
enterprises Kuwait Oil Company (KOC) and Kuwait
Gulf Oil Company (KGOQ), the country’s net-zero
target by 2050 is at the heart of their operational
transformation, making Kuwait one of the first
upstream-heavy economies in the region to formally
adopt such a target. The approach is two-pronged:
in the near term, the companies have prioritised
operational efficiency and emissions control, while
in the longer term they are laying the foundations for
carbon capture and renewable energy integration

One of the most striking achievements highlighted
in our report with KOC and KGOC is the significant
reduction in greenhouse gas output from gas
flaring—nhistorically one of Kuwait's largest sources
of emissions. By modernising flare stacks with low-
emission burners and deploying real-time flare
monitoring, the companies have both improved
local air quality and curtailed routine flaring. This
operational gain is supported by advanced data
analytics platforms that enable swift responses to
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unplanned flare events.

The electrification of upstream operations is another
high-impact measure. Diesel-powered machinery,
from water-injection pumps to heating units,
is being phased out in favor of grid-connected
alternatives. This shift capitalises on Kuwait's evolving
energy mix, increasingly tilted towards renewables.
Although logistical challenges remain— particularly
around grid connectivity and substation upgrades—
coordinated planning with government entities is
easing the transition.

Looking to the upcoming decade, carbon capture,
utilisation and storage (CCUS) is emerging as the
cornerstone of long-term decarbonisation. Our
report outlines how extensive feasibility studies and
site characterisations are paving the way for the
deployment of CCUS at scale, creating a model for
other Gulf oil producers seeking credible climate
alignment.

Environmental performance extends beyond
carbon. Water reuse, biodiversity protection, and
waste reduction are now woven into day-to-
day operations. KGOC's new sour-gas processing
units strip out hazardous compounds and recycle
by-products. Upgrades to pipeline integrity and
predictive maintenance systems reinforce both ESG
outcomes and operational reliability.

On the social front, scholarships in environmental
sciences and data analytics are developing a
homegrown workforce for the low-carbon economy.
Women now occupy over 30% of technical and
leadership roles within KGOC while governance
mechanisms tie this all together. Climate oversight
duties sit at the board level, and executive incentives
are aligned with emissions targets. Adherence to
the TCFD framework and adoption of third-party
audits signal serious intent to meet global investor
expectations.

Financing Kuwait’s Sustainable Future

While the upstream sector is cutting emissions, banks
are laying groundwork for a sustainable transition
in the financial sector. National Bank of Kuwait's
(NBK) ESG transformation, which we explored in
depth through a collaborative investigation, is a
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noteworthy case study demonstrating how the
banking sector is integrating ESG across the board.

Two Kuwaiti banks, Kuwait International Bank (KIB)
and NBK, are signatories of the UN Global Compact,
having developed sustainable financing frameworks
that enable the issuance of green instruments and
ESG-linked loans. Retail products now include green
loans for electric vehicles and sustainable housing,
while ESG-scoring systems rank borrowers on their
environmental and social impact.

With regard to their own environmental footprint,
banks can make a positive impact by adopting
energy efficiency solutions, renewable energy,
recycling, and end-to-end digitalisation for paperless
processes. NBK, Kuwait Finance House, Gulf Bank,
Burgan Bank, Boubyan Bank and the Commercial
Bank of Kuwait have each launched structured
social-impact initiatives that advance financial
inclusion, youth empowerment and community
welfare. These include concessional SME financing
for women, digital and financial-literacy campaigns,
STEM scholarships, children’s digital-skills centers
and accessible  banking  services.  Crucially,
governance frameworks are maturing. Banks' risk
management systems now incorporate climate risk,
and institutions are being proactive in preparing
for regulatory changes around ESG disclosure. As
regional financial institutions deepen their ESG
alignment, they are also influencing client behavior,
creating a multiplier effect across the economy.

To conclude, Kuwait's twin ESG pillars—upstream
energy and financial services—are evolving in
tandem. We have seen how even carbon-intensive
sectors such as oil and gas can decarbonise through
operational upgrades, technological investment,
and accountable governance. Meanwhile, banks
can do more than mitigate their own footprints;
they can accelerate the sustainable transition across
the real economy through strategic financing and
community development. In both sectors, for
instance, net-zero pledges are being backed by
engineering upgrades and financial innovation. So
as Kuwait continues its robust economic growth,
ESG will increasingly become both an enabler and a
measure of progress.
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INTERVIEW ..,

Andrew Jeffreys, Global CEO, Oxford Business Group (OBG) on

Kuwait’s Economic Climate and ESG Adoption

What is your take on the current economic
climate in Kuwait and its FDI prospects?

| have been coming to Kuwait since 1996 and OBG
has been present here for 20 years, and | definitely
feel the country is experiencing a renewed sense of
momentum. The fundamentals — low inflation, a
small population, one of the largest sovereign wealth
funds globally, and significant natural resources —
remain as solid as ever. There's genuine optimism,
fueled by a more proactive government engaging
seriously with reform. Despite global economic
headwinds, Kuwait has managed to maintain focus
on infrastructure and investment. The country has
weathered inflation and rising interest rates more
effectively than many others across the emerging
world. Foreign investment remains a critical pillar
of long-term growth. Legal clarity, institutional
trust, and ownership rights are key—and Kuwait
is making strides in all these areas. Investors are
looking for environments where they can operate
with confidence, and Kuwait absolutely checks
those boxes.

How do you evaluate the government’s economic
policy?

|dofeel that Kuwaitis on theright trackwhen it comes
to public policy for boosting economic growth.
Legislative changes, like the mortgage and debt
laws, are progressing. Importantly, foreign ownership

in some sectors has been liberalised up to 100%. The
messaging that "Kuwait is open for business”is being
backed by real policy and institutional support from
key bodies such as the UIC. Hydrocarbons will always
be foundational, but Kuwait is now actively investing
in education, healthcare, and digital infrastructure.
There’s a serious push towards building smart cities,
with global tech firms increasingly involved. The
economic narrative is no longer just about energy,
it's about transformation.

In what ways is Kuwait maintaining its economic
competitiveness while also progressing on its ESG
agenda?

Evidently, the ESG agenda is gaining traction.
Kuwait's solar potential is clearly substantial, and
new housing projects are beginning to integrate
renewable energy. The country’s strong fiscal
position gives it space to implement sustainable
policies without compromising economic growth.
Investments in healthcare, education, and digital
infrastructure all align with broader ESG goals. With
investors globally demanding transparency and
sustainability, Kuwait's progress in this space will
only enhance its competitiveness within the region
and globally.
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\/enture Capital (VC) is a type of private equity
provided to startups and smaller companies in
need of late-stage growth financing. The venture
capitalists invest in companies that have high
growth potential future earnings prospects.

VCs are increasingly integrating ESG into their
investment decisions. This is mainly because
companies complying with ESG requirements
are more likely to mitigate risks that may not be
recognized through financial analysis. According
toasurveyofglobalinvestors by Pitchbookin 2024,
71% of VC respondents said they were utilizing an
ESG risk factor framework when making company
investments, up from 55%in 2021.% Reasons cited

Atomico, a VC based in

Case Studies
London, incorporates

ESG due diligence as

early as the pre-screening phase. After ensuring the
company’s line of business is not an ethical or social
concern, a risk assessment covering standard ESG
factors is undertaken at the preliminary investment
review. The target company is then given a
questionnaire covering ESG factors and the company’s
views on risks and opportunities. The questions assess
what initiatives the company has in place, what factors

VC based in London,

Balderton. g
actively  collaborates

with its portfolio companies to encourage them to
start tracking their carbon emissions. Balderton's
motivation is to get start-ups started on their climate
journey early and to better quantify the emissions
financed by the firm. In 2023, 37% of Balderton's
portfolio companies (making up 62% of AUM) were
measuring their emissions, up from 24% in 2022.

Balderton Capital, a

Source: Medium, VentureseSG
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for incorporating
ESG in investment
decisions  include
alignment with
organizational values,
identification and
mitigationofnon-financial
risks, and the expectation

of higher long-term returns.
VCs are incorporating ESG in
their due-diligence process and
are also actively collaborating with
their portfolio companies to improve
awareness and reporting.

will be most material to the company both now and
in the future, and how the company plans to address
them. The answers are discussed in a follow-up
ESG conversation with the founding team. The ESG
manager then scores the company, benchmarked
against similar-stage companies, and submits a formal
assessment covering material risks, opportunities,
as well as commentary on the founding team’s ESG
engagement to the investment committee at the final
investment review, which is then factored into the
investment decision.

Measures taken towards this include free carbon
footprint calculations, webinars on carbon accounting,
a dynamic carbon survey that enables the automatic
calculation and integration of portfolio companies’
emissions data with Balderton's system. In 2024,
Balderton also provided portfolio companies with
an opportunity to discuss the results of the carbon
footprint calculations and survey with a carbon expert
to formulate a plan of action for them to lower carbon
emissions.
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Organizations like VentureESG
(UK) and ESG4VC (U.S) focus on
assisting VCs in incorporating ESG
into their investment decisions.
As more VCs integrate ESG factors
into their decisions, this will drive
start-ups to come up with more
sustainable business models.

Over the past few years, venture
capital growth in the GCC has

been healthy, having grown
at a CAGR of 19.2% from 2020-
2024. Policy reforms, positive
business sentiment, a start-up-
friendly  ecosystem, including
the presence of accelerators, the
offering of incentives such as
tax relief, and dedicated venture
capital investment companies
such as Saudi Venture Capital
(SVQ), have driven the growth

of venture capital in the region.
While there has been a dip in
the value of deals in 2024, the
number of deals has increased,
indicating the execution of many
smaller-sized deals. Among the
countries, Saudi Arabia and UAE
taking the lead in terms of both
value and number of deals.

Value of deals across various funding rounds in the GCC in USD millions

336 421 44 379 452 <-------mmmm-mmmo-e Number of Deals
3,000 2,856 500
2,678
2,460 450
2,500 400 l Pre-Seed
S 2000 1706 . B Seed
o) ' 300 £ Bser
S 1,500 250 3§ Series A
3 200 G Mega Deals
£ 1,000 843 150 ©
= Later Stage
j ]
& 500 100
- :
0 0
2020 2021 2022 2023 2024
Source: PwC
Distribution of Deals by Value and Number (2024)
Oman, 2% l l Qatar, 2% Oman, 2% Qatar, 7%
Kuwait, 2% Bahrain, 0% Kuwait, 2% 1 ‘ Bahrain, 2%

By Value

UAE,
43%

Source: PwC

KSA,
51%

UAE,
45%

By Number

KSA,
42%
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Venture capital investors in GCC
have also started to incorporate
ESG in their investment decisions.
For example, Middle East Venture
Partners, a venture capital firm
based in Dubai, has an ESG due-
diligence process in place as
part of its investment process. It

Opportunities for VCs in GCC

O Government Initiatives: GCC governments

also regularly monitors portfolio
companies’ ESG performance to
ensure alignment with their ESG
commitments and to identify
areas of improvement. The firm
has collaborated with Capital
Concept, an ESG and Sustainable
Finance Consulting Firm, for its

ESG efforts. Companies are also
focusing on the investments that
would contribute to the social
and environmental good. For
example, Agility Global, through
its corporate venture capital arm,
invests in clean energy, digital
logistics, healthcare, agri-tech etc.

Challenges for VCs in GCC

While the region offers numerous opportunities for
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have focused on the growth of SMEs and start-
ups as part of their respective vision plans.
They have established dedicated investment
funds like Saudi Venture Capital (SVC) and
Kuwait’s National Fund for SME Development,
accelerator programs like Abu Dhabi's Ghadan
21, and have provided incentives like tax relief
for start-ups.

Regulations: GCC countries have regulatory
sandboxes to enable growth of fintech
companies. Countries like the UAE also have
regulations governing venture capital funds.
These regulations are also evolving to facilitate
the growth of the VC industry. For example, in
2021, Abu Dhabi Global Market updated its
regulatory framework for VC fund managers
to provide more flexibility in permissible
investments in target entities.

Dedicated VC Funds: Various players have
established dedicated funds to invest in the
region’s venture capital. For instance, ADQ,
the sovereign wealth fund of Abu Dhabi,
launched a platform — DisruptAD in 2021 to
consolidate its venture capital efforts. It seeks
to nurture and support over 1,000 start-ups
by 20254 Saudi Arabia’s SVC was established
by the Small and Medium Enterprises General
Authority (Monsha'at) in 2018 and has invested
in many VC and PE funds. Wa'ed Ventures is
Saudi Aramco's USD 500 million venture capital
fund and has invested USD 270 million in 75
start-ups as of May 2025.

VCs, it does face a few challenges.

O Distinct regulatory environments: The GCC
countries each have their own distinct legal
structures making regional expansions quite a
challenge for start-ups.

O Market fragmentation: Since the GCC markets
are highly fragmented, the risks faced by the VCs
increase as consumer preferences, operating
costs, and infrastructure differ across the region.

O Talent acquisition: Top talent are often hired
by corporates with lucrative offerings, which
leaves the start-ups to rely on seasoned
venture capitalists for guidance. While this is a
temporary fix, continuous upskilling and the
availability of the right people for the right jobs
determines the success of the start-up.

O Difficultiesin Establishing SMEs: Entrepreneurs
are reportedly facing challenges such as
delays in acquiring a commercial license and
regulatory rigidity in procuring land and space
for business.

“Easy Street Investing



Conclusion

With the world racing to become more sustainable
and investors determined to create a positive
impact, ESG investing is on the rise. As markets grow
volatile amid trade and geopolitical uncertainty,
ESG investments embraces stability and a greater
degree of reliability to investors. Companies that
disclose their ESG practises are likely to undertake
ethical behavior, therefore they reduce the risk for
investors. For example, companies that comply with
the global ESG standards are likely to be socially
responsible so the risk of strikes, which would not
only affect sales but also the reputation of the
company, is much lower.

ESG-driven investments also enable investors
to reduce unsystematic risks such as regulatory
fines and reputational damage to their portfolio.
Investors in the impact fund could also exercise their
shareholder advocacy to push a company towards
a more sustainable way of operation, which drives
value creation and growth within the invested
companies.*’

The role of technology is underpinned by the pace

at which corporates adopt it to become more
sustainable and enhance their ESG disclosure.

B Al-Driven Reporting: Automation of ESG data

collection and analysis reduces errors and offers
real-time data to stakeholders while optimizing
resource utilization.

B Carbon Trading Platforms: Digital platforms
where buyers and sellers trade large volumes
of credits. This allows cost-effective emission
offsetting and creates investment opportunities
in cleaner projects.

B Blockchain for supply chains: This enables
investors to trace the origins of the raw
materials and other products and ensure that
they are ethical and meet the requirements for
sustainability.®®

Investors opt for sustainable investmentsto create an
impact through responsible investing and leverage
the long-term value created by such investments.
In conclusion, ESG-driven investments offer more
than just ethical alignment—they serve as powerful
tools for diversification, risk reduction, and access
to emerging opportunities. By fostering innovation
in sustainable practices and driving growth across
sectors, ESG integration is shaping the future of
resilient and forward-looking investment strategies.
Increasing investor interest and evolving regulations
and product ranges are set to support ESG oriented
investments in the coming years.
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