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Abstract

Responsible investars are not only int erested ;,,_;,‘-"am'rﬂf_ﬁe q;?mmiin‘:f:;ﬁ??gjv ;:: ' ‘.‘f-"f S e
the company’s performance fowards environmental, social and gov e T T o0 delleye
that the long-term rewrns will come from the effects of the company o! u:.f the r;w.u and socigy,
that will result in sustainability. The pupose of this study is fo mn)-:f A :e.f EIARIT XITLY a,
carrelation among the ESG scores, total Risk and the refurn q.r':krls-‘;}g. / rlla _}.ws :;‘Jr_:_m. with g
stacks in the information technology (IT) sector and being iadeltin s j or wiom ESG scores or,
available. Afier analysis, it s faund that higher ESG scores have naﬂg;;fu:nf impact on the renuym o
the stocks pertaining to IT Sector being traded in BSE. It is also found that 1 f‘""- 18 Mo strong statisticy
evidence to say that the stocks having higher ESG scores earn more ";”f' the ”w'h. having lesser E5G
e rfre-pen'od of study. But it is found that statical ewde_ncf‘ exists for the inverse associatio,
amang ESG scores and foral risk. Risk reduces with the higher ESG scores.

Keywords: ESG, Risk, Retumn
Introduction

Nowadays investors are not only interested in financial performance of a company but also consider
the company’s contribution towards Environmental, Social and Govemance (ESG). Responsible
Investing approach makes them to look into the ESG parameters also. In addition, investors believe
that the long-term retums will come from the effects of the company on the environment and society
that will result in sustainability.

Envir I refers the ization's initiatives towards environmental issues like pollution, waste
management, carborn bio diversity, defo ion, greenhouse gas emissions, etc. Social
refers to the organization’s impact on society like diversity, women emp ‘ment, human rights, etc
in addition to fair view on Human Capital management. Governance refers to the corporate governance
i.e. how the ization is being ged. It includes how the investors rights are protected, internal
control, executives’ compensation, board management practices, statutory compliance, etc.

This study is about the relationship among ESG scores, risk, and retum. To do financial analysis on
ESG integration, ESG scores plays a vital role. ESG score is a measurement which is based on the
evaluation of a given company or fund with respect to ESG fuctors. The rating agencies that assign
ESG scores may have different evaluation standards, But they all come under the same E, 8, or G
Categories.

There are various ESG rating agencies available. Each of them i i h and
here : : are having their own approach &
criteria. Some of the popular ESG scoring agencies are Morgan Stanley Erﬂtai llr:t:matiop:ltl (MSCI),

Moming Star Sustainalytics, Financial Times Stock X
Series, Bloomberg, S&P Global and CRISIL . Exchange-Russell Group -FTSE4Good Inde
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gignificance of the Study

This study is important because it assesses how Fc

insit for stors, = practices affect inw :
g e e e ey S P T
it adds to ng corpus of research an responsible investing ility. Additionally,
The purpose of this study is 1o analyse whether there is Ny association =
risk and return or?fé;,?ﬁ} tﬂ:ii:-; ;G done with the stocks in the |nnm“:'n"rfa:f£;y“?‘i}'?;!f:i
of CRISIL. Scores are available. ESG scores are taken from the website

Literature Review

Increasing attention to ESG while investing will also help society. ¥

(hat green !.e‘chnulogy companies will have lower “Pm‘;w‘l:’-'ff;‘d:‘-‘z’mﬁml 30'-’0:0:::0:
companies wn.l_l strong ESG ratings. and a strong ESG rating might act as 2 buffer against unforcscen
changes in environmental regulations and climate shocks.

Shanev S and Ghimere B (2020 used the cal ime thodology 1o the
significance of ESG rating changes. While downgrading appears to be consistently unfavorable for
stock performance, improving the ESG rating is linked to P ly tmy or neghgible positive
TElums.

Mario La Torre, Fabiomassimo Mango, Arturo Cafaro and Sabrina Leothe (2020) have done cmpirical
analysis on correlation of ESG Index and stock returns. They found that the sssocation among ESG
Index and stock performance is very weak.

George Serafeim and Aaron Yoon (2020) pointed that the degree of disagreement among ESG raters
moderates the consensus ESG rating. According to their findings, ccompanies with higher ESG ratings
see less of a market response to good improvement in ratings.
MIWu.Gmmw.hmmm;wm&ﬁmmsmmw
significantly correlated with the ESG composite score..

Nektarios Gavrilakis, Christos Floros (2023) found no evidence to say that ESG motivates herding in
their sample. They also reported that there was ESG herding practices 3t COVID-19 in Portugal, Italy,
and Greece,

Florian Berg, Julian F. Koelbel, Anna Paviova, Roberto Rigobon (2024) pointed out that there i3 a

FWﬁdemblehi:sductoﬂIEnuiscinﬂnmhmliomﬁwuvmflﬁﬂm*ﬁkmsm:
impacts of ESG performance. . e
hwh?mm.amm.mmm:ﬂwmﬂm_cﬁfm:dmmﬁ#tﬂﬂﬂﬂs:ﬂ:m
and he discovered that ESG scores had a strong and significant positve Indian
banks' operational and market performance.

Objectives of the Study :
As the ot -J_Jmugmhhkwmmm.mbdwmmn
Ly

o Whmgsamimﬂdtpﬁﬂﬁmmumdmﬂiﬁmﬂmsh:kisaﬁec(ed
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o Whether ESG scores impact the risk of the ‘!:Lourl! more than the stocks having lesser ES0 .

o Whether the stocks having higher ESG :IL'\\I\‘
The objective of the study is o find answers u_l
framed to find the relationship of ESG scores Wi
o relationship with ESG Scores

the above questions. The below null "Yl’ulhk-:{.bl""
Iy the Retum and Risk of the stock. ©8 are

H1lg= Expected reum of the stock has n

ible i i i higher in stocks with higher F5g

e ble investars will prefer t0 invest higher u ! ESG ge,

ISl:;;:p:f:ﬁE::x;w;,;.;@\ will be in greater demand. This w Siléic-mse the price to ‘“fm:‘sul,r,‘" ‘;|
thereby the retum of the stock will be more for stocks with higher ESG scores.

H2;- Total Risk of the stock has no relationship with ESG Scores

i ;ith hi o il tend to perform well continuous] .
It is expected that the stocks with higher ESG scores Wil mmn W v So it
C!p\\::%“ﬂ]:!l the volatility of the stock will be lesser in case of stocks with higher ESG scores,

H3- Stocks having higher ESG Scores eam lesser than the stocks having lower ESG scores

It is expected that responsible investors will tend to invest in stocks with higher ESG scores. The
demand for the stocks will be more for stocks having higher ESG scores, So it is expected that the
return of the stocks having higher ESG scores will be greater than the stocks having lower ESG scores.

Research Methodology

Descriptive research design and Secondary data have been used for this research. ESG scores of the
stocks are collected from the official website of CRISIL which is an Indian company, subsidiary of
American company S&P Global. CRISIL is providing research, analytical ratings, risk and advisory
services. Closing price of the stocks have been pulled through Excel.

For the purpose of analysis, ESG scores along with individual scores for Environment, Social and
Governance are taken for 1010 stocks in various sectors. ESG data has been collected for ESG scoring
period of 2021, 2022 & 2023. In the year 2021, no ESG scores are available for IT sector. In the yer
2022, ESG Scores for only 8 stocks are available in IT sector. In the year 2023, ESG scores for 40
stocks are available. So, the analysis is done with the 40 IT stocks for whom ESG data is available for
2023 in CRISIL portal. The daily closing price of the stocks are taken for the period from 1% October
2023 o 31% July 2025. . .

Daily Retumns are calculated using the formula (P-Py,)/P,. where P=Price and t=day

Ex_pncted Return is the Mean of the daily returns and the Total Risk is the Standard Deviation of the
daily returns.

Excel formulas and Data Analysis Tool pak of Excel are used for analysis, t-Test for correlation is don¢
using the below formula

t=r X SORT [{n-2)/ {1-r)]
where:

ris the correlation coefficient which is found out using the formula CORREL in Excel
n is the sample size and n-2 is degrees of freedom
P value is found out using the formula TDIST in Excel

t-Test is done using Data Analysis Tool of Exce]
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i Wm af the stock has no relationship wicy ESG Scores

i aalyze whether the expected return of the stock by
(]

1 ¢ fs made and given in Fig. | 1% relationship with ESG Scores, comelation
Expected Environment Socia Coversmite - BSG
Return | Score Seore Score Score
E TG‘M Return
gavironment Score 0.037 |
0.010 0.672 I
0.080 0.476 0466 I
0,028 0.939 0838 0670 1

From Fig.1, it is visible that the correlation between Expected Renum and the ESG wores have positive
relationship. But it is found that there is no strong relationship as the comelation = s low as 0028
which is nearer to zero. So, there is only weak relationship or almost oo linear selatonslip. The sme
view is represented in scatter plot also in Fig. 2.

I fam® : o ; :
| i

= =

|

i i » ot clearty visible.
In Fig. 2, the trend line shows only slightly upward trend which is almoss sl sad
. lation. 1-Stat foe cormelation i found and given i Table

To know the statistical significance of the
1.
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no significant Impact on the repyy,
o

67 scores 1.1; A 1
her ESC 560 e investors preference during g,

f
did not influence © the |y

It is evident from the study that hig
" Dering

Stocks being traded in BSE. ESG scores
taken for study.
ck has o relationship with ESG Scores

H2o- Toval Risk of the
relationship between Total risk and ESG Scores, correlatioy R
ablg j,

To analyze whether there is any
made and given in Fig. 3.

Environmont | Social Governance
TRt RIEY Scare Score  Score

e e =
Total Risk ] ‘
Environment Score -o.sx;- o, g
Social Score -0.41 672
Governance Score -0.730 0.476 9406, 1

0.939 0838

0,671

ESG Score
Fig. 3

From Fig. 3. it is understood that there is
Also, there is negative association between
is strong negative relationship as the correlation is
view is represented in scatier plot in Fig4 also.

negative association among Total Risk and the ESG s,
different components of ESG scores and total risk. ts
~0.671 in case of ESG Score and total risk. The “:;A

:“hel trend line in Fig. 4 clearly shaws downward trend. With the increase of ESG scores, the Total risk
eclines.

To know the statistical signifi of the correlation, t-Stat for correlation is found and given in Tabk
Table 2
1l
Correlation coefficieat (r) = = |
Correlation Squase (Coeflicient of Determination) e
Sample Size () Ll
of freedom {a-2) A
t-Stat= r X SQRT|(n-2) / (1.r2)] =
Prales 55735
LO9M9TE-06
Jessel

In Table 2, the absol -
than 0.05. The val:elei:ﬂol;esﬁ:i;fil:;j;;h:?h "r'“ 2 The P value is 000000109 which is much
i 5 i o 7 .
hypothesis. There exists W‘imﬁwemiﬁ' icance éﬁ Séqs:tmmmlm ’%‘Lﬁ"& and we rejec
15K,
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i satical evidence 10 say that there is inverse re
1"’"':“ reduces with the higher ESG scores. The :II:.':T":M:: ity betwoen ESG scores and Total
!li*—md vice versa. Responsible investors prefer o by m; of the siock: reduces if the ESG 5
res which reduces the risk. ¥ Mmore or keep the stocks having higher ESG
50

Hir M having higher ESG Scares earx lexser than the stocky having lower E56 scores

o analyze whether the return of stocks vary with the ey

heee parts !

. into terciles based on ESG Scores as klm_f::'_t[l::‘:?ﬁ scores, stocks are drvided into

Table 3
Tercile ] m I S
ESG Scores limit 58 &5 -
[5G Scores Range <=58 258 & <=65 55
No of Stacks 16 1 13
o, of stocks 0.40 0.28 6033

lnnblcl.ﬁockshnviusﬁsﬁ scores of 58 or lesser are grouped under the bucke: T1 Stocks hrvng
ESG scores above 58 but lesser than or equal to 65 are grouped under the bucker T2. Stocks having
ESG scares above 65 are grouped under T3. Individual mean of the daily returns for the bucken T1 &
T3 are derived for the period from 1% October 2023 1o 31 July 2025,

The daily returns” descriptive statistics of the stock for the buckets T1 & T3 are given below m Fig. §

[ _Deseriptivestatistics 11T |

1 Mean 00004 00006
Ermor 00007 LR

Modian 00011 00003

MMede na na

performance i ¥ of the
) visually understand the of the stocks in each bucket, cumulative daily repums
“mmdmmcnmnfduilymof&smdUmﬁhWRMnm

in Fig. 6. s

T Fig ot R
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From Fig, 6, it is understood that the rotur “nl.m ks; It::c::.‘lt"l;‘i which h“::::: -I“k}h."I ESG

are not always higher than the rem of the stocks 1"ll -avs above Blue color line l.'l'? oy SC0rey ey,
can be observed like Orange colour line (T3)isnotal \I‘il:."l;ﬂw e Beiow taiable 4 - This ghye,, i
e eatistioalty testod using t-Tesk for meens. The 158 ; i i

Table 4

0.000437 0.000586
0000241 0.000168

Varianee
Obserations 455 455
Pearson Correlation 0.66874
Hypothesized Mean Difference 0
df 454
t Stat 026736

0.394657

P(T<=t) onc-tail

t Critical one-tul 1.648217

In Table 4, the P value of 0.394657 is higher than 0.05. Though the negative t value tells the direg
t value is much lesser and very close to zero. The critical value of 0.394657 is above the { valye ";"
0.26736. So, we do not have statistical evidence to support that the means of T1 & T3 are dili'uru 4
There is no statistical evidence to reject null hypothesis and we fail to reject null hypothesis, -3

There is no strong statistical evidence to say that the stocks having higher ESG scores earn more thiy
the stocks having lesser ESG scores, in the current study of IT Stocks being traded in BSE. ESG scors
of IT sector stocks being traded in BSE, did not influence the investors preference during the nﬁd
taken for study. This finding supports our findings for first hypothesis (H1) i.e. the expected retum of
the stocks having higher ESG scores has no significant impact on the return of the stocks.

Limitations of the study

The study has been done for the stocks pertaining to Information Technology sector being traded in
BSIE::; ﬁ::upcno:sl‘wl’n 1% October 2r023 to 31% July 2025 to whom ESG scores are available. ESG
scores for 40 stocks only is available for Information Technology sector in th 1 of CRISIL. 3
the study has been made with those 40 stocks alone. > i

Since the ESG scores are comparable within indus i industry

= try, we have been restricted to one industry 1

::'mﬂ::m;n Technology. The data is taken for the period from 1* October’23 because of the assumptiod
t folrim'!?; scores v«:;e pubk:lmd for all the stocks by 30" September 2023. There is no comparis

made fo the periods of pre and postpublication of ESG scores regarding risk or retur which i 7%

Conclusion

From this study, it i ;
7 oo :l?.iyln - r?““i_th?‘ h[shtr ESG scores has no significant impact on the return of th o
e e e Sector being traded in BSE for the period under stud: X%
having lesser ESG scores, inlhcﬂy that the stocks having higher ESG scores eam more thar thes e
(0 say that thee exist invere pees ey L1 Stocks being traded in BSE. But we found staticel 1y
ESG scores. The volatlty of the stoeh g0 o0 seores and Total Risk. Risk reduces with Nl
of the stock reduces if the ESG score is highsn;ﬁ L;i.-;e versd e
VIl o

636




fhe e £

i,
e L TV P——
1 it Betirs @ Prrsetvi £ Meveabshi 4

to buy more stocks
WW 7 Keep them which are Raving higher ESG scores to reduce the

that ESG

kwmm SCOMES are ot available o F
lhe websiles Of BSE and NSE (National Stock Exchangey 1o 0 /<1 of he socks in
uwmwmm:muW5mhnmm ‘MMN:.-“ES?:'{
melmmmmoru\euhmMEumum & g
References

il .-.’wﬁm).meﬁﬁﬂmEmm—r—numﬁh

j & mmn:mxmmmmm the effect of ESEi rarisg chumges am sich strss, Fisamce sesearch
jario La Torre, Fabiomassimo Margo, Arturn Cafaro and Ssbrina Lershe (3100, Do Remarn?
Mario « from the Eurostonx$0, Sustainability 12416 a Bl i
g AP and Asron Yoon (2023), Stock Price Mesctioes s EUG Mews e
m_m“mwmmxmmim - PRI -3
D Korkmaz Ergun (2022), lmspact of L -

Mahmut Aydogrs, Guzhan Gllsy,
'WWWFS“DSH‘I’
mmmmm:mme-ﬁm-n——_-
Europe, Operational Rescarch 23(1)

F Berg, Julion F. Koelbel, Anna Pavlova. Raberto Rigobon (2024, ESG tomfsecs

of noise, United States: National Burean of Economic Research, Wi0562

Ram Amitava Maoodal (2025), Nexus berwern ESG scores snd fimmmcal performance: svadeses Soil S i
'M’Mn.:... d of i h, 10(3): 242 257

637



	PP1
	PP2
	PP21
	PP22
	PP3
	PP4
	PP5
	PP6

